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1962 — Pause or Progress? 


FTER-EFFECTS of New Year festivities apart, it is 
Ass for the average citizen to feel otherwise than 
lepressed as he contemplates the state of the world in 
general ог the state of the British economy in particular. It would 
be rema-kable indeed if Her Majesty's Ministers felt any differently 
from us lesser mortals for, although Mn MACMILLAN can hardly 
be blamed for not ensuring universal peace throughout this 
unhapp= world, he and his colleagues can be held largely respon- 
sible fox the current state of the British economy. Since 1945 there 
has been only one really fundamental problem confronting the 
economy: how the country can live within its income. As 1962 
opens, with one devaluation and three major sterling crises 
behirid t, Britain is apparently no nearer achieving this particular 
goal thzn in the immediate post-war period. In 1960 the current 
balance: of payments deficit totalled £344 million; in the first 
nine menths of 1961 the deficit was £118 million and by the end 
of the year probably reached £200 million. 

The significance `of this improvement over.the past twelve 
months-can be better assessed when it is borne in mind that to en- 
sure lorg-term stability the United Kingdom should be earning a 
surplus on current account of over £400 million annually. Hence 
the call.n the last issue of the Bank of England's Quarterly Bulletin 
for an iacrease in Britain's exports of 10 per cent per annum over 
the nex: three years. The current account forms only part of the 
story. "ог the past three years, Britain has invested annually 
overseas about £200 million net; this despite the fact that the 
surplus-on current account needed to finance this volume of lend- 
ing has never been achieved. The overseas capital account would 
have looked even worse last year if it had not been for the Ford 


г paymert and an advance instalment by Western Germany of her 
post-wer debt repayment. The publicity accorded the United 


Kingdam repayment of the International Monetary Fund loan 
and the fact that the gold and dollar reserves have reached a new 
high le~el is unfortunate, for they merely conceal the effectiveness 
of Ban= rate in bringing foreign funds to London and mislead 
public opinion as to the true state of affairs. 

Failure in recent months of British industry to take the oppor- 
tunity «f increasing its exports is especially disturbing. For some 
time ncw there has been sufficient slack in the British economy, 


` especialy in the engineering trades, for export orders to be met 


withou encroaching upon domestic orders. Furthermore, for 
nearly -wo years British export prices have been competitive and 
more recently our biggest trade rival, Western Germany, has 
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started to experience the cost-induced inflation 
which has been so marked a feature in the post- 
war economy of the United Kingdom. Despite a 
small increase in British exports to Western 
Europe, the recent modest improvement on 
current visible account is due in the main to a 
reduction in the volume of imports. 

In the flood of speeches, articles and Par- 
liamentary discussion that has surrounded the 
‘pay pause’ and the setting up of the National 
Council for Economic Development, the only 
point of any relevance – i.e. how they will help 
Britain achieve its export target — seems to have 
been largely ignored. Whichever way one looks 
at those twin pillars of Mr Lioyn’s policy, their 
effectiveness in 1962 remains a matter of doubt. 
The ‘pay pause’ provided a very temporary halt 
in the cost-push inflation of recent years, but has 
now become so riddled with exemptions and 
exceptions that in its present form it may well 
prove more of an obstacle to the formulation of 
policy than a help. In any case, it seems to have 
been forgotten that in a free economy, prices 
should be free to move; and wages and ина 
are, after all, merely prices. 

Assuming that the CHANCELLOR's conception 
of ‘planning’ is realistic, it is difficult to see just 
what will be achieved when the T.U.C. finally 
enters the N.C.E.D. Does anyone really believe 
that any impartial review of Britain's post-war 
economic record would differ, at least in its 
essentials, from that contained in the first ill- 
fated report of the Council on Prices, Productivity 
and Incomes? For if planning is needed in any 
one sector of the economy, where else is it more 
necessary than in the jungle of wage negotiation? 
Even if official trade union co-operation is 
: achieved, possibly as a quid pro quo for the intro- 
duction of a capital gains tax and dividend 
limitation (any inconsistency between these two 
policies will doubtless be overlooked), can there 
be any certainty of co-operation from the rank 
and file as long as the sellers’ market for labour 
remains? It is surely ironic that the major success 
against the ‘pay pause’ should have been achieved 
by Mr Fourges and his colleagues of the E. T.U. 

This is the depressing background to Mn 
HzaTB's efforts to introduce Britain.into the 
Common Market, and the recent G.A.T.T. 
report on international trade which stresses the 
continuing decline of Britain's share in world 
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exports. It is at this moment that, PRESIDENT 
" KENNEDY is urging American industry to redouble 
its export efforts to strengthen the dollar, while x 
Western Germany seeks to maintain the momen- 
tum of its economic drive by increasing its 
exports, despite the handicap of a revalued 
Deutschmark and rising domestic costs. The 
United Kingdom outlook is certainly serious 
but there are grounds for hope too. For example, 
rising world commodity prices should provide 
better markets for British exports among the 
primary producers. Surprisingly enough, Britain's 
competitive position is favourable, since during 
the past two years this country's costs have 
risen moré slowly than those of its major com- 


petitors. If only the present relationship can be . - 


maintained, the export target may not seem quite 


` so remote a few months hence. 


There is no short-cut to achieving the expan- 
‘sion of exports upon which the future of sterling 
depends. Imports have almost certainly reached 
their nadir and if the British economy should 
revive, some expansion of imports is inevitable. 


· Devaluation, whether it be de jure or de facto by 


means of a floating rate of exchange, is out of the 
question as a policy. It would merely initiate a 
chain reaction in which the present tenuous 
apparatus of international credit would be the 
first victim, while competitive devaluations else- 
where would rapidly eliminate any advantages 
devaluation of sterling might seem to confer 
upon the British economy. 

A policy of trade restrictionism would be 

equally futile, because it would lead to retaliation, 
and destroy all the progress of recent years 
towards liberal trading policies. Some restriction 
on the Government's overseas spending is over- 
due, and a case for limiting the scale of private 
investment overseas can also be made out. At 
the same time Britain should encourage the · 
less developed members of the Commonwealth 
to seek their capital needs from the international 
organizations, rather than from the heavily 
pressed Mother Country. 
- The purpose of the ‘little Budget’ last July 
was to give the Government an opportunity 
to evolve new policies and to provide the time to 
bring them into operation. At the present rate 
of. progress the reserves may have gone, a 6 per 
cent Bank rate notwithstanding, long before 
Mr Глоур'з plans come into effect. 


) 
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^ Surtax Directions 
APPORTIONMENT ON TIME BASIS 


CONTRIBUTED 


to surtax directions and apportior ments 

are numerous, as the recent case of 
Spencer, Garside & C.H.W. (Huddersfield) Ltd v. 
C.LR. ([х961] T.R. 259) demonstrates. А 
number of important points were involved in that 
case, particularly on the question of determining 
the respective interests of the зћагећоја та for 
the purpose of the apportionment, but before 
examining them it is as well to give a clear 
summary of the material facts, which ағ of a 
somewhat complex nature. 


"Ts. complications that can arise in relation 


Material Facts 
In setting out the facts, it may be advantageous 
to detail the relevant dates and circumstaaces in 
chronological order, as follows: 
April Ist, 1956 
Opening date of relevant accounting period. The 
company had a capital of £50,000, divided into 
Preference and Ordinary shares, the «ole of 
which was held by four individuals. 


January 31st, 1957 

Closing date of accounting period. Net profits 
of the company for the accounting регіоі April 
Ist, 1956, to January 31st, 1957, were £32,103. 
Shortly before this date all the trading assets of 
the company were transferred to new companies, 
the only remaining assets consisting of two sums 
of £25,000 and £279,000. 

The four old shareholders ceased to hold any 
shares in the company on this date, their former 
shareholding being now represented by ,760,000 
worth of shares in the new companes and 
£219,500 of bills of exchange given by those 
companies. = , 

The whole of the issued capital of the о: com- 
pany, i.e. £50,000, was increased by an additional 
£750 and was held as to nine-tenths by A.F. Co 
Ltd and as to one-tenth by S.I. Co Ltd. 

The old company accordingly became a sub- 
sidiary of the A.F. Co which never was a section 
245 company. 

On this date also, January 31st, 1957, the old 
company ceased to trade and its accounts were 


shortly afterwards made up for the pericd April . 


ISt, 1956, to January 31st, 1957. 
February 14th, 1957 
These accounts were adopted by the okl com- 


pany in general meeting. The company resolved 
to confirm the payment of the dividend on its 
Preference shares, but — and this is a point which 
should be noted very carefully — resolved to pay 
no further dividend on the Ordinary shares for 
the period ended January 31st, 1957. 

August 27th, 1957 

The Special Commissioners issued a notice 
under section 250 (1) of the Income Tax Act, 
1952, requiring information which might lead 
to a surtax direction in respect of the period 
April 1st, 1956, to January 31st, 1957. 
December 13th, 1957 

At an extraordinary general meeting the company 
resolved to pay a dividend on the Ordinary shares, 
amounting to £34,000 net. The company still, 
however, had undistributed profits amounting 
to £54,800 odd. 

July 7th, 1958 

The Commissioners made a direction and an ` 
apportionment on a time basis. During 303 of the 
306 days in the period which ended on January 


3181, 1957, the four individual shareholders had 


held all the Ordinary shares, the two new com- 
panies holding these shares during the remaining 
three days. The apportionment accordingly was 
made on the basis of 303/306ths to the share- 
holders, and 3/306ths to the two new companies, 
in respect of the undistributed profits of £54,800 
odd. In effect, therefore, practically the whole of 
the undistributed income of the company was 
apportioned to the four previous individual 
shareholders, notwithstanding, inter alia: 

(1) the fact that they had ceased to have any 
further interest in the company before the 
last date of the accounting period to Jan- 
uary 3186, 1957, their interest having ceased 
somewhat earlier in January 1957, when 
there had been a transfer to the two new 

. companies as stated above; and 

(2)the fact that a substantial dividend had 
been paid on December 13th, 1957, on the 
Ordinary shares, although, one might point 
out, the declaration of this further dividend 
had been made after the Commissioners had 
issued the notice requiring information, 
and the declaration itself was a complete 
reversal of the policy indicated. by the 
resolution earlier in the year on February 
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19th, ‘1957, not to declare any further any such interest before the end of that period. 


dividends on the Ordinary shares. 


Was the Old Company a 'Subsidiary'? 
- The first important question was whether or not 


the old company was a subsidiary of the А.Е. Co . 


which held nine-tenths of its capital at the date 
when the take-over took place in January 1957; 
for if the old company could be regarded as a 
‘subsidiary’ then it could not be a section 245 
company and it would not be open to a surtax 
direction. 

In determining this point, the further question 
had to be answered as to whether or not, assuming 
that an apportionment were made in accordance 

- with the respective interests of the members of 
the company, more than half of the income of the 
company could have been apportioned to the 
four individual members, and accordingly among 
not more than five persons. If the answer to this 
question was in the affirmative, then the old 
company would have satisfied the first essential 
to be a section 245 company, in that it would have 
been under the control of not more than five 
persons for the purpose of section 256 (1) of 
the Income Tax Act, 1952. 

"The second essential, however, would be that 
the old company should not have been, at the 
material time, a subsidiary within the definition 
of section 256 (4). According to that subsection 
a company shall be deemed to be a subsidiary of 
another company, if by reason of the beneficial 
ownership of shares therein, the control of the 
company is in the hands of a company not being 
a section 245 company. "ae 

By the proviso to subsection (4), a company 

"which is deemed for the purpose of section 256 
to be under the control of not more than five 
persons shall not be deemed to be a subsidiary 
company, unless the circumstances referred to at 
the end of the proviso to the subsection, and 
"which do not appear to be relevant here, are 
present. So that one is thrown back again on the 
question of control by not more than five persons. 


The Time Factor 


- If, therefore, more than half of the company's 
income could have been apportioned to the four 
individual shareholders, the company would 
clearly have been a section 245 company. Now 
in this case the four shareholders, although they 


were shareholders and as such were interested іп’ 


the income fund of the company during the larger 
part of the relevant accounting period (April ist, 
1956, to January 31st, 1957) had ceased to have 


'The Court, however, held that it was sufficient 
that the person or persons on whom it was sought 


to make an apportionment had an interest in the ` 


income fund of the company during some part 
of the accounting period, even though they had 
none on the last day of that period. 

'This principle was established by the House 
of Lords in Fendoch Investment Trust Ltd v. 
C.I.R. (24 A.T.C. 41; 27 T.C. 53), although 
under a different provision, i.e. section 15 of the 
Finance Act, 1939. ЈЕ was there held that an 
apportionment could be made under the extended 
powers of section 15 of the 1939 Act, against a 
person of whom it could be predicated that at 
any time in the year of assessment he was able 
to secure the application, directly or indirectly, 
of income or assets for his benefit 


*to a greater extent than is represented in the value 

for apportionment purposes of his relevant 

interest in the company considered in relation to 

the value for those purposes o? the relevant 

interests of other persons therein’. 
In that case the taxpayer who had control of the 
company during part of the relevant accounting 
period, had ceased to have control at the end of 
that period, but it was nevertheless held that the 
apportionment against him had been properly 
made. 

There are, of course, points of distinction 
between the Fendoch case and the Huddersfield 


case. The former was an investment company, . 


while the latter was a trading company and the 
relevant statutory provisions жеге different. In 
the latter case the quantum was to be determined 
by reference to the respective interests of the 
members; in the former the quantum to be appor- 
tioned was such as appeared to the Commis- 
sioners to be appropriate. 

` The principles, however, that may be regarded 
as having been determined by the Court in 
relation to the above points were: 


Firstly, that an apportionment could be made 
against any person who was a member of the 
company during azy part of the relevant year, 
and that accordingly it was necessary for this 
purpose that he should have beer, a member on 
the last day of the accounting релод; 

Secondly, that the apportionment as far as 
quantum was concerned was to be made by 
reference to the interests of the members as 
they existed not at the end of the year but at 
the time when they were members. 


The further point of interest in the Huddersfield 
case relates to the question of what :s a reasonable 
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time in which the distribution rnust be made in 
order to avoid the impact of a surtax direction. 

In the view of the Court, the relevant point 
of time by reference to which the question of 
reasonableness was to be determined, was the 
date of the resolution of February 1411, 1957, 
by which the company determined not to make 
any further distribution of income. 

Section 245, it is to be observed, speaks of a 
failure by a company to make a distribution of a 
reasonable part of its income 'after th- end of 
any year or other period for which accounts have 
been made up’. In the instant case, the account- 
ing period ended on January 31st, 195”, and in 
the view of the Court, the reasonable time there- 


after within which the failure to distribute took - 


place ended with the passing of the resolution 
on February 14, 1957. The fact that a distri- 
bution was made later in the year did not, 
in effect, cure that default. 


In any event, the question was one о fact for _ 
: the Commissioners, and on the eviderce there 


was no reason to disturb their findinz to the 
effect that a distribution had not be-n made 
within a reasonable time. 
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Conclusion 
In conclusion, it should be pointed out that the 
Court left open the question whether it would 
have been sufficient for the Crown to establish 
that the company was not a subsidiary company, 
and therefore ceteris paribus was a section 245 
company, by showing that at any time during 
the relevant accounting period ending on January 
31st, 1957, the company was not a subsidiary 
company, even if it was a subsidiary at that date. 
(A point which on the facts it did not become 
necessary for the Court to determine.) | 
This case is one of considerable importance 
and should be carefully studied. If one may make 
an observation, would a surtax direction have 
followed had there not been the resolution on 
February r4th, 1957, not to make any further 
distribution of income? Would the Revenue, but 
for this resolution, have been satisfied with the 
further declaration of dividend on December 
13th, 1957, after the service of their notice 
requiring further information? If the scales were 
evenly balanced, the resolution might have had 
the effect of tipping them adversely against the 


` company. 


The Profession in West Germany 


NEW FEDERAL REGULATIONS 
by W. VOORS, Wirtschaftsprüfer 


И E professional title of Wirtschaftsprüpzr (public 
accountant) was established in Germary in 1932 
by decree of the President of the former German 
Reich, and practising accountants were invited to sit 
an examination to acquire this qualificatioz. At that 
time compulsory annual audits of the accounts of 
Aktiengesellschaften (public companies) by Abschluss- 
priifer (independent auditors) were introdaced, and 
a stipulation was made that only Wirtsckaftsprüfer 
were eligible to be auditors of public companies. 
Regulations for the exercise of the pro'ession of 
Wirtschaftspriifer, the protection of their tle, their 
professional orgaríization, etc., were simurtaneously 
issued. These regulations, which were uniferm in the 
entire former Reich, were replaced in 1946 by differ- 


. This article has been contributed by a merrber of the 


profession in Germany, with the knowledge and approval 


of the German Institut der Wirtschaftsprüfer We hope - 


it will remove any misunderstanding of the new Federal 
German regulations to which difficulties of trarslation and 
compression may have given rise in the brief sote on the 
subject in our issue of November 4th last. 


ing rules and regulations поднева jn the several 
Lander (States) or occupation areas. 

For several years past both the profession and the 
Federal and State Governments. in West Germany 
have wished to introduce Federal legislation with 
uniform rules throughout the country covering. ad- 
mission to the profession, the duties and rights of 
public accountants, their association in partnerships 
and companies, their professional organization and 
disciplinary control Not the least important reason 
for the need of Federal legislation was the fact that, 
under both the 1932 decree and the post-war Lander 
regulations, any Wirtschaftsprüfer admitted to the 
profession by one of the Länder was authorized to 
practise throughout West Germany. 

Wirtschaftspriifer are not the only and were not the 
first accountants to practise in Germany. The 
Vereidigte Buchprüfer (accountants not eligible as 
statutory auditors but permitted to practise as 
advisers and auditors of private limited companies 
and of other forms of business enterprises) exercised 
the accountancy profession for many years before 
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«1932. Their present Association has been in existence 
‘or sixty-five years. 


New Act 


Although, originally, separate legislation was en- 
wisaged for. Wirtschaftspriifer and for Vereidigte 
=Guchpriifer, an Act has recently been promulgated 
2overing both branches of the accountancy profession. 
This Act, which became effective on November rst, 
mg61, provides certain facilities enabling Vereidigte 
mBuchprüfer to become Wirtschaftspriifer: they may, 
within seven years from 1961, take a special course of 
tuition and subsequently sit an oral examination to 
зесоте Wirtschaftspriifer. The intention is that, as no 
idditional Vereidigte Buchpriifer will be appointed, 
he title will ultimately disappear. So long as Vereidigte 
mBSuchpriifer are in practice, most of the provisions of 
the Act will apply to them. In this article, where 
»rovisions of the Act apply to both Wirtschaftspriifer 
ind Vereidigte Buchprüfer, only the former are men- 
«ioned. 
The new Act, dated July 24th, 1961, regulating the 
morofession of Wirtschaftsprüfer which, as previously 
stated, came into force on November ist last, com- 
orises 141 sections, and briefly described below are 
matters contained therein which may be of interest to 
*eaders in Britain and elsewhere. 


Appointment of Wirtschaftsprüfer 


Wirtschaftsprüfer are appointed (bestellt) by the 
appropriate Ministry of the Land in which he or she 
mintends to exercise the liberal profession of account- 
«ancy. Appointment is made following acceptance by 
«ап admission committee and the passing of an exami- 
nation before an examination board. 

А Wirtschaftspriifer candidate must possess an 
«academic degree (economics, law technical or 
agricultural) and must have had six years' practical ex- 
perience in business, four of these in audit work (two 
of which in the service of a Wirtschaftspriifer), before 
he can apply for permission to sit the examination. 
The demand of an academic degree may be waived 
for a candidate who has had ten years' practical 
experience in the service of a Wirtschaftsprüfer. 'The 
foregoing rules can be modified in special cases. 

Examinations for Wirtschaftsprüfer candidates con- 
sist of a written, followed by an oral, examination. 

Before being handed their certificate of 'appoint- 
ment' Wirtschaftsprüfer must swear an oath confirm- 


ing that they will exercise the profession of a Wirt- 


schaftsprüfer conscientiously, that they are aware of 
their professional responsibilities, that they will not 
disclose knowledge gained in the exercise of the pro- 
fession and that they will furnish impartial reports 
and opinions. 


Association of Wirtschaftsprüfer 


The association of Wirtschaftspriifer in the form 
either of a partnership or in the managing board of a 
company is frequently found in Germany. Such 
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partnerships or companies exercise the profession as 
а Wirtschaftsprüfungsgesellschaft. The right to practise 
in this way, either in the form of a partnership of 
or that of a company, also requires acceptance 
(Anerkennung) by the appropriate Land Ministry. 

"Accepted' partnerships or companies formed by 
Wirtschaftpsriifer may open one or more branch 
offices in Germany or abroad, but a sole practitioner 
may have only one branch office in addition to his or 
her main practice. 

A Wirtschaftsprüfungsgesellschaft may be organized 
in any one of the following legal forms: 

Aktiengesellschaft (А.С.) ~ а public limited com- 


pany. 

Kommanditgesellschaft auf Aktien (K.Ga.A.)-a 
public company with shareholders of limited liability 
and at least one shareholder with unlimited liability. 


Note: In the case of these two types of companies 
only registered shares may be issued and the articles 
(statutes) must provide that transfers of shares are 
subject to the company’s approval. 


Gesellschaft mit beschránkter Haftung (G.m.b.H.) – 
a private limited company with registered shares. 


Note: The articles (statutes) must provide that 
share transfers are subject to the company’s approval; 
the share capital must be not less than DMs50,000 
nominal and must be fully paid up. 


Offene Handelsgesellschaft (O.H.G.) – a partnership 
with unlimited liability of all partners. 

Kommanditgesellschaft (K.G.) - a partnership with 
partners of both limited and unlimited liability. 


Note: Partnerships must be registered in the 
Trade Register. 


A company or firm which has been accepted as a 
Wirtschaftsprüfungsgesellschaft must include that 
word in its firm name. 

The acceptance (Anerkennung) of any one of the 
foregoing types of organizations as a Wirtschafts- 
priifungsgesellschaft is subject to the conditions that: 


(1) in the case of the three types of companies, the 
board of management must be entirely composed 
of Wirtschaftsprüfer, at least one of whom must 
be a resident of the town in which the company 
is registered; 


(2) in the case of the two types of partnerships, all 
partners with unlimited liability must ђе 
Wirtschaftspriifer, at least one of whom must be a 
resident of the town in which the partnership is 
registered. 


The following exceptions to these general rules are 
permissible: 


(a) The appropriate Land Ministry, following con- 
sultation with the Wirtschaftspriiferkammer (the 
‘Chamber’ of German accountants), may allow 
persons who are not Wirtschaftsprüfer, such as 
Vereidigte Buchprüfer (previously mentioned), 
tax advisers, lawyers or engineers, to be members 
of the board of management of existing 
Wirtschaftspriifer-companies, provided their 
aggregate number does not exceed the number 
of Wirtschaftspriifer in this board. А similar 
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concession may be granted to such persons to 
become partners with unlimited liebility of 
existing Wirtschaftsprüfer-partnerships- 

(b) The appropriate Land Ministry, follocing con- 
sultation with the Wirtschaftsprüferkansner, may 
allow persons, who are qualified accourxants of a 
foreign country, to be members of the board of 
management of companies, or to be parmers with 
unlimited liability in an existing W'rtschafts- 
priifer-partnership, provided that the conditions 
of obtaining their qualification are in the main 
similar to those stipulated by this Act and pro- 
vided that in such foreign countrz similar 
privileges are enjoyed by German Wzrtschafts- 
prüfer. | 

The number of such non-Wirtsckaftspriifer 
board members or partners with unlimited 
liability, including those mentioned ander (а) 
above, may not exceed that of the boarc members 
or partners with unlimited liability who are 
Wirtschaftspriifer, for this purpose accountants 
with foreign qualifications, who are par-ners with 
unlimited liability in a Wirtschaftsprüfe--partner- 
ship but who are excluded from the menagement 
of the partnership, are not taken into zccount. 

‘Certificates’, as required by law, issced by а 
Wirtschaftsprüfungsgesellschaft may only be signed оп 
behalf of that firm or company by one or more 
Wirtschaftsprüfer. German accountants do not issue 
‘opinions’ in the United States sense o^ “reports 
(short form) in the United Kingdom serse, but a 
certificate to the effect that the accounts conform to 
the legal requirements. 

A public register of Wirtschaftsprüfer snd Wirt- 
schaftspriifungsgesellschaften and оп «ће: branch 
offices is maintained by the Wirtschaftsprizerkammer 
(see below). Wirtschaftspriifer and the representatives 
of Wirtschaftspriifungsgesellschaften must ~eport all 
changes of address within two weeks. 

A Wirtschaftspriifer may not engage ir any trad- 
ing activities, he must not enter the employ of anyone 
except a Wirtschaftspriifer or а Wirtschafepriifungs- 
gesellschaft or similar organization. As an employee of 


- а Wirtschaftspriifungsgesellschaft, a Wirtsczaftsprüfer 


should have the legal position of a Prokurzt!, but he 
must be under no obligation to sign any document 
which he, as an independent practitioner, would not 
be prepared to sign. 

А Wirtschaftsprüfer may undertake joñt profes- 
sional work abroad or associate with foreign account- 
ants, provided such foreign accountants exercise the 
profession broadly in conformity with the standards 
foreseen under the Act. But Wirtschaftsp-iifer must 
retain the right to carry out audit work prescribed by 
German law; in other words, he must be- permitted 
to continue to act as a statutory аа@ Ног of an 
Aktiengesellschaft. 

A branch office must be headed by a Wirtschafts- 
.prifer resident in the town where the office is 
registered. i 

Wirtschaftsprüfer must observe professional ethics 


1 A Prokurist is a person with a limited or unlimited power 
to bind his company or firm. 
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on announcing the establishment of their practice and 
on accepting clients' instructions, Advertising is not 
allowed. Тћеу must insure against professional risks. 

The Federal Minister of Economics may issue 
binding orders for fees to be charged for work 
required by law. 


Wirtschaftspriiferkammer (Chamber of 
Accountants) 

All Wirtschaftspriifer and non-Wirtschaftspriifer (in- 
cluding qualified accountants of a foreign country), 
who are members of the board of management of 
Wirtschaftspriifer-companies and those members of a 
Wirtschaftsprüfer-partnership who have unlimiteda 
liability and the right to represent their firm, must be 
members of the Wirtschaftspriiferkammer (Chamber of 
Accountants), The recognized Wirtschaftspriifungs- 
gesellschaften are also members of the Chamber. 

The Chamber supervises the professional activities 
of its members. It also furthers and protects their 
professional interests, advises its members on matters 
of professional standing and ethics and is authorizedl 


. to issue rules for the exercise of the profession. Шла 


addition, the Chamber may organize the professional 
training and study of prospective members of the 
profession. 

The Wirtschaftsprüferkammer should not be con- 
fused with the Institut der Wirtschaftsprüfer. The 
former is a legally recognized body of which member- 
ship is compulsory; membership of the latter i9 
voluntary. 'The Institut renders those services to ite 
members and fulfils those functions which are now 
specifically assigned to the Kammer by statute. 


Disciplinary Control 

If so requested, a member of the Chamber must 
attend a disciplinary hearing before the Chamber, its 
board or any committee appointed by it and is obliged 
to answer questions by the board or a committee, 
always provided that professional secrecy is observed. 
If the board of the Chamber then decides that an 
offence has been committed, it can pronounce a 
‘reprimand’ where the offence is not considered 
serious and where a case in Court against the offender 
does not appear justified. An appeal against a repri- 
mand may be made to the board and, if this is re- 
jected, to a Court of law. 

A Wirtschaftspriifer who is guilty of non-observance 
of his duties may be cited before a special Court of 
law. Sentences may be either a warning, a censure, a 
fine (up to DMr:o,ooo) or expulsion from the 
profession. 

A non-Wirtschaftspriifer who is a member of the 
board of a Wirtschaftspriifungsgesellschaft or a member 
with unlimited liability of a partnership may be like- 
wise sentenced. As he cannot be expelled from the 
profession, he may be pronounced unfit to represent 
a body of Wirtschaftspriifer. 

The Courts of law, ie. Ordinary, Appeal andi 
Supreme Courts, will establish special divisions to 
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deal with cases concerning the professional activities 
of Wirtschaftsprüfer. Such special Court divisions 
consists of a Jurist-President and two Wirtschafts- 
priifer. 

Conclusion 


Existing Wirtschaftspriifungsgesellschaften which do 
not comply with the rules of the new law, have three 
years in which to achieve compliance (in exceptional 
circumstances eight years). 

The Act prohibits the use of the title of Wirt- 
schaftspriifer by non-qualified persons and the use of 
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additional unprotected titles (such as Wirtschafts- 
berater) by Wirtschaftspriifer. 

The Act does not create a professional monopoly. 
Anyone may continue or commence to practise 
accountancy and auditing in Germany, provided 
*protected' titles are not used and, of course, such 
practitioners are not eligible as statutory auditors of 
Aktiengesellschaften, for which only Watschaftspriifer 
are allowed to act. Other practitioners may, however, 
function as auditors of any other form of company 
or partnership for which, at present, statutory 
auditors are not required. = 





Weekly Notes 


NEW YEAR HONOURS 


T is with pleasure that we offer our congratulations 

to those members of the profession whose names 
appeared in the New Year Honours List. 

Mr C. Н. Pollard, c.B.E., Е.5.А.А., F.IL.M.T.A., city 
treasurer of Kingston upon Hull until his retirement 
last month, and President of The Institute of 
Municipal Treasurers and Accountants in 1952, be- 
comes a Knight Bachelor, as does Mr James Robert 
Lumsden, C.B.E., D.L., J.P., C.A., of Alexandria, Dun- 
bartonshire, for political and public services in 
Dunbartonshire. 

Five members of the profession receive the 
C.B.E.; they are Mr Leonard C. Hawkins, F.c.a., 
a member of the London Transport Executive and 
a member of the ‚Council of The Institute of 
Chartered Accountants in England and Wales; Mr 
Hugh Н. Goodwin, M.B.E., F.C.A., chief executive 
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Mr L. C. Hawkins 
C.B.E. 


Mr C. H. Pollard 
Knight Bachelor 


officer, Herring Industry Board; Mr J. Matson, 
F.C.A., managing director, The Monotype Corpora- 
tion Ltd; Mr J. Dunlop, O.B.E., C.A., F.F.A., chair- 
man, Scottish Health Service Council, and (in 
the New Zealand List) Mr С. Н. Perkins,. B.COM., 
F.P.A.N.Z., partner in the firm of Pickles, Perkins & 
Hadlee, Public Accountants, of Christchurch, · and 
President of the New Zealand Society of Accountants 


1946-47, for services to accountancy and education. 

The O.B.E. has been awarded to Mr Herbert 
Wellard Archer, Е.С.А., finance officer, British Red 
Cross Society; Mr J. C. Dickinson, F.c.a., who is 
resident in Sweden where he is a partner in the firm 
of Price Waterhouse & Co, Chartered Accountants, 
of Stockholm; Mr Herbert Kennewell, F.c.a., director, 
National Hosiery Manufacturers’ Federation, and 
Mr A. R. Laurie, C.A., A.C.W.A., managing director, 
Welch Margetson & Co Ltd. 

'The M.B.E. has been awarded to Mr Frank Wild, 
А.Т.М.Т.А., treasurer, Trent River Board.  . 

We also extend our congratulations to Sir Alexander 
Johnston, chairman, Board of Inland Revenue, who 
receives the G.C.B. 


COMMON MARKET FREEZE-UP 


NE of the casualties of the cold spell has been a 
diplomatic one. The member-countries of the 
European Common Market failed last week-end to 
agree formally that the targets set for stage one of 
the implementation of the Treaty of Rome had been 
in fact achieved. The failure was over a common 
agricultural policy on tariffs, subsidies and price 
supports. On this issue it is Western Germany and 
France which cannot reach agreement. According 
to the treaty, in what may seem in this country an 
excess of formal and juridical zeal, ministers of the 
member-countries must agree formally that stage 
one has been completed before stage two can begin. 
Much play has been made of the crucial nature of 
the date of December 31st, for the formalists would 
have it that failure to reach agreement on that date 
means а postponement of the beginning of stage two 
for a whole calendar year. If agreement can, however, 
be reached a few days after zero date it seems unlikely 
that a legal loophole cannot be found to cover the 
situation and there are reports that such a loophole 
has been discovered and that there will be agreement 
before the end of this month. Thereafter stage two 
will begin. | 
From this country's point of view, failure of the 
European Common Market countries to agree on 
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agricultural policy would make even more difficult 
negotiations for Britain's entry into the market. 
Opinion this week in London did not take a tragic 
view of the failure to meet the deadline in. Brussels 
but expected agreement early in January which 
would enable talks with this country to proceed. 


MORE PRODUCTION WITH LESS 
INFLATION 


HE Engineering Industries Association, through 

its Financial Problems and Taxation Committee, 
has made representations to the Chancellcr of the 
Exchequer in which it states that the main «conomic 
problem is to encourage a climate which is fevourable 
to steady increases in efficient production ax d which 
does not produce inflation. "The test is whether we 
can achieve a flexible and developing ecoromy, in 
which expanding industries can grow healthily.” 

On perhaps six occasions in the last fourteen years, 
successive Governments have been compelle to take 
relatively drastic decisions, to check or acceErate the 
tempo or direction of economic developmert. These 
measures, says the Association, have borne ezception- 
ally heavily on the industries which could ari should 
be expanding; for example, frequent credi- restric- 
tions affect development and exports, and there is 
the hindrance of hire-purchase restrictions and 
changes in purchase tax. 

If the purpose is to foster a flexible апа developing 
economy, the following measures woul help, 
suggests the Association: 


(a) The availability of reliable productivit indices 
for every sector of industry, so thzt wages 
negotiations can be related to increases in 
production. 

(b) Further experiments with ‘seniority pat’, i.e. an 
element in wages calculation related to ‘ong and 
loyal service. 

(c) 'Severance pay', falling not. on the -eleasing 
industry and employer, but spread through 
National Insurance. | 

(d) More housing in expanding areas. 

(e) А reform of the tax system. 

(f) More effective taxation capital allowances, to 
encourage building and expansion of pant on a 
long-term basis: industry must plan develop- 
ment programmes some years in адуалс=. 

(g) А review of the whole system of apprerticeship, 
with small annual grants to firms uncertaking 
training, on the basis long advocated by the 
E.LA. 

(А) Development of. higher education, pa-ticularly 
at universities and. colleges of technolog=. 

(7) Investigation on ‘portable’ superannuation bene- 
fits, to facilitate the movement of maragement 
personnel. 

(А) Further development of export finance. in line 
with new commercial developments. 

(2) А progressive reduction in Government =хрепа - 
ture (particularly on subsidies and, Bter, on 


defence) and a progressive reduction in -axation, . 
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with some movement towards a greater propor- 
tion of indirect táxation. 

Small- and medium-sized firms continue to pay 
more profits tax than they did prior to the Finance 
Act, 1958, when they were entitled to non-distribution 
relief. The larger companies which customarily make 
annual dividend distributions are better off. The 
plight of the smaller companies which are most 
greatly reliant upon self-finance out of profits, was 
again accentuated by the increase in the flat rate of 
profits tax last year from 124 per cent to 15 per cent. 
The Association again advocates the following 
adjustments to the exemption and abatement reliefs: 
(a) exemption of profits up to £5,000; (b) abatement 
relief to be one-third of the difference between the 
profits and £20,000. 

Profits tax at the present rate of 15 per cent is far 
too high, the Association states, taking into con- 
sideration the fact that profits tax is a direct levy on 
the equity profits which are available for self-finance 
of industry. The flat rate should be reduced as soon 
as possible or alternatively the idea of a consolidated 
rate of corporation tax applicable to all companies 
(to cover the present income tax and profits tax) 
should be considered. In the event of a corporation 
tax being levied, some form of abatement for the 
smaller and medium-sized companies earning profits 
up to, say, £20,000 per annum should be devised. 


B.M.C. AND ROLLS-ROYCE 


HE announcement that the British Motor 

Corporation and Rolls-Royce are to enter into 
discussions about technical co-operation in motor-car 
engineering is intriguing but vague. Both com- 
panies have outstanding reputations in the field, The 
B.M.C. has a comprehensive distribution system to 
offer, great experience in mass production and a 
reputation for using modern techniques of manage- 
ment and cost control in production. Rolls-Royce 
have their unique reputation for batch production in 
cars. . 

So far as Rolls-Royce are concerned it is a long 
time since their cars made a significant contribution 
to their profits. Their big line is aero-engines, and 
even their diesel output far exceeds that of their cars. 
"Their attitude to cars is largely pride in a quality 
product with an essentially limited market. Yet it is 
clear from the announcement that even this brand 
of nostalgia cannot hold out for ever against the 
corroding effects of high taxation. In other words, 
if a Rolls-Royce cannot be charged as an expense how 
are enough to be sold to make it worth while (on the . 
most indulgent definitions of these two words) to 
keep expert and experienced teams of motor engineers 
together? 

It is difficult to know which adage to choose. Does 
misery acquaint companies with strange bedfellows 
or is it true that necessity is the mother of invention – 
even when you start with an invention as good as a 
Rolls-Royce? 
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E.C.G.D. ACCOUNTS FOR 1960-61 


URING the financial year ended March 3156, 

1961, the Export Credits Guarantee Depart- 
ment increased its credit balance on cumulative 
account for commercial business from {20,478,232 
to £27,872,964.1 . 

Premium income for the year was £7,454,981 
(compared with £6,633,808 in the previous year). 
Operating expenses were £1,395,257 (compared with 
£1,361,923), while claims paid amounted to 


1 Trading Accounts and Balance Sheets 1960-61. H.M.S.O. 
Price 8: 64. 
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£4,020,298 (compared with £5,084,809) of which it 
is estimated that about three-quarters will eventually 
be recovered. i 

Guarantees given in the national in-erest 'for the 
purpose of encouraging trade with countries outside 
the United Kingdom' and outstanding amounted to 
£68 million (compared with £47 поп): arrange- 
ments made under the same section 'for the purpose 
of rendering economic assistance to countries outside 
the United Kingdom' involved liabilities in respect of 
principal and interest of £157,766,011 (compared 


with £105,095,763). 





This is My Life... 
by Ап Industrious Accountant 


CHAPTER 105 


T’S always interesting to study the impact that the 

accountancy profession makes on outsiders. The 
indications are that our neighbours sometimes 
misguidedly view us in a light that is far from 
accurate. So J turned to Charles Dickens to see how 
we looked a hundred-odd years ago. 

True, most often he satirized the legal profession, 
as witness the long roll-call of names from Bardell v. 
Pickwick to Jarndyce v. Jarndyce, but few categories 
of contemporary English life escaped his searching 
glance. There are doctors, architects, patriots, pub- 
lishers, thieves, rebels, poets, teachers... the list 
would fill pages. The only omission seems to be the 
auditor, so far as I have searched; it’s rather dis- 
appointing. 

But there is a tiny glimpse of our ancestor, the 
head book-keeper, and his functions, in Nicholas 
Nickleby. Nickleby pére, it will be remembered, 

.had died destitute, leaving his 19-year-old son to 
support a mother and sister; in those days starvation 
faced many such stricken and helpless dependants. 
So Nicholas sought manfully for a job. 

His first effort was as assistant master at the 
infamous Dotheboys Hall with Mr Squeers, at £5 
per annum and keep; his second with Mr Crummles’ 
troupe of strolling players, who forecast buoyantly 
£1 per week and perhaps nearly double, ‘if we had a 
.run of good houses’. At the third attempt, he rang 
the bell. : 

The columns of The Accountant, though of ancient 
lineage, were not available in 1839, so Nicholas sought 
aid where a blue board inscribed in letters of gold 
proclaimed ‘General Agency Ofice’ where а long 
and tempting array of written placards listed ‘un- 
impeachable masters in want of virtuous servants’. 
Outside the door, by a freak of chance, he met one 


of the Cheeryble twins; by a further stroke of luck, 
the brothers were even then seeking a clerk. They 
picked Nicholas. 

It must be admitted that Dickens, perhaps in 
common with the Victorian middle-class, had but 
the haziest idea of commercial book-kzeping duties. 
The Cheeryble twins, who started as barefoot boys, 
had made a fortune in their trading, but we only 
hear of ‘a warehouse which presented-every indication 
of a thriving business’. The staff, on analysis, turns 
out to be but four warehousemen and porters and 
Tim, an elderly clerk, in ‘a little >artitioned-off 
counting-house, like a large glass case’. He had worked 
there for forty-four years, in which time he had not 
slept out of the back attic one single night. It was 
time to groom his successor. Nicholas was to receive 


{£120 per year, a little cottage rent-free, and a couple 


of small loans (non-repayable); he has arrived. 

Nor do his duties appear to be onerous. For two 
weeks ‘all his spare hours were incessantly devoted 
to acquiring the mysteries of book-kee»ing and some 
other forms of mercantile account'. He then reports 
his proficiency (Final exam students may note the 
bogey for the course in those unenlightened days), 
and is allowed to make his first entry in the massive 
ledger. It is a momentous occasion for Tim – ‘suppose 
there should be any mistake – any scretching out!’ 

Tim turns pale, the brothers come to watch, 
Nicholas wields his quill; after a tense moment he is 
approved rapturously. ‘His capital B's and D’s are 
exactly like mine', cries Tim. He never looks back 
and the last chapter tells of the firm cf Cheeryble & 
Nickleby. Clearly his fortune is made also, but we 
never learn any more than this outline of the duties 
of a chief accountant in 1839, which seems a pity. 

G. K. Chesterton said in his gloving eulogy of 
Dickens: "There may be any number of shabby 
swindlers in fiction; but there is only one who said, 
after unsuccessful attempts to borrow five shillings 
and half a crown: “why, then we come to the ridicu- 
lously small sum of eighteenpence.” * If each shilling 
was a million pounds and Dickens had described 
the steps taken by an auditor to foil and expose the 
swindler, it would have heralded admirably the 
arrival of the profession in the business world. 


x 
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" Reviews 


Cost Reduction Guide for Manufacturing 
Management 


by E. E. Wvarr and H. Сілғтом Morse (Wratt & 
Morse Inc., $18). Distributed by Hitchcock. Pub- 
lishing Co, Wheaton, Illinois. 


If one asks how costs are controlled in a maaufac- 
turing business, the most frequent answer is in terms 


of budgetary control and standard costing. The ° 


value of these methods, from the point of view of 
minimizing costs, will obviously depend oa the 
basis used in setting standards. Provided that 


— current selling prices show a reasonable marzin of 
profit when compared with current standards it is 


possible that no great pressure is brought to bear, 
in many cases, on the improvement of the standards. 
If standards are loose, it is clear that income margins 
are being dissipated; in other words, that 'cost 
control is not in fact effective, and what is needed 
is a positive effort for cost reduction’. 

Accounting control is indeed one tool ot cost 
reduction, but, as the authors of this book point 
out, to take a strictly accounting approach to cet re- 
duction is to confine cost reduction efforts to on-y one 
group of experts, and to ignore the talents of other 
members of the organization. Тор management 
exhortation, the establishment of non-accounting 
standards, the standardization of forms, equip- 
ment and procedures, work simplification and other 


a> ` methods of operations analysis are all tools fo~ cost 


reduction; but one to which high importance must 
be given is the asking of questions. 

Nearly half of the volume under review is devoted 
to the tabulation of over 1,200 questions related to 
the cost-efficiency of every aspect of a manufacturing 
organization; and there can be few businesses which 
would not find here some suggestions by which the 
efficiency of their work could be improved. 

Taking a few of the 175 questions dealing with 
financial control, one finds, for example: 

Are the methods used for obtaining burden rates 
sound in the light of today's operations? 

Is inventory investment in each major area 
warranted by profits? 

How does your company compare, currently as 
well as in the past, with competitors, as to racio of 
inventory investment to sales, current ratios, etc.? 

Is unnecessary expense incurred in capitaizing 
many low-cost items? 

The main questionnaire is supplementec by 
specimen wall charts displaying causes of was-e on. 
which junior management action is possible. 

The remainder of the book gives suggestiors for 
the organization of a cost reduction programm« and 


w 


ACCOUNTANT 11 


illustrates it with case histories. Cost reduction is 
classified into: waste prevention; operations analysis; 
feed-in of new ideas; and each class is examined in 
detail. 

It is possibly in the method of organizing cost 
reduction, by the appointment of a cost reduction 
co-ordinator and a series of cost reduction specialists 
in the various units of the business, where the 
reader outside the North American field will find 
himself least in sympathy with the authors’ approach. . 
Departmental managers as a whole are jealous of 
their autonomy. They feel that they are appointed 
to do a job and should be trusted to do it effectively 
without the interference of ‘specialists’ having по 
higher qualifications than they themselves. 

As far as Britain is concerned, it is possible that 
this attitude is as typical of, and as damaging to, 
industry and commerce as the equivalent attitude is 
to British sport. As it was recently expressed in a 
national Sunday paper, “we prefer the natural 
athlete, the man who wins by sheer innate ability 
with the minimum of preparation or effort’. 

:The great advantage of making a cost reduction 
programme the specific responsibility of selected 
people is that they can give undivided thought and 
attention to its responsibilities. 'The authors of this 
book have no doubts on the subject. They state 
unequivocally that ‘a planned company-wide approach 
which places company cost reduction activity on a 
level with other major organizational functions is 
the most productive approach’, 

‘It is possible that in bringing to the reader these 
hard fruits of experience the authors will provide their 
most valuable service. 


The Structure of Industry in Britain , 


by G. C. ALLEN, PH.D., M.COM. Gane Green 
& У Co Ltd, London, 125 6d net. ) 


The contents of this book, which are intended 
primarily for the economics undergraduate, are 
better described by the sub-title — ‘а study in economic 
change'. Professor Allen does not so much describe 
the present state and structure of British industry, 
although that emerges very clearly from the text, as 
show the various forces which have moulded it over 
the past century and a half into its present form. In 
this context the role of Government intervention 
has been all important and Professor Allen has much 
to say about this. He is disturbed by the growing 
tendency of governments to provide financial assist- 
ance to decaying industries, Just as he is aware that 
political considerations often frustrate the develop- 
ment and implementation of sound commercial 
policies for the nationalized industries. 

Аз a member of the Monopolies Commission the 
author has strong views about the decline of com- 
petition before the war which often took place with 
the Government's blessing. He is of the opinion that 
the 1956 Restrictive Practices Act has dealt a death 
blow to cartelization in British industry but believes 
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that the full effects of this legislation will not be 
apparent until a new recession brings about tougher 
competition, 'This is a readable summary of academic 
thinking of trends in British industry. : 


Economics 


An Introductory Analysis. Fifth Edition, by PAUL A. 
SAMUELSON. (McGraw-Hill Publishing Co Ltd, 
London. 58s net.) 


'The appearance of this new and revised edition of 
this popular textbook serves as a reminder, in case 
any were needed, of the excellence of a text which has 
probably sold more copies throughout the world than 
any other comparable economics book. Quite apart 
from the beautifully clear type, the excellent lay- 
out and division of the text, as well as the coloured 
diagrams, this book owes everything to the remarkable 
facility with which Professor Samuelson has con- 
trived apparently to concentrate on those branches of 
economics which the student is anxious.to study, yet 
to provide at the same time an understanding of the 
theoretical analysis. Each chapter is summarized to 
enable the student to refresh his memory and there 
are questions which enable him to test his uncer- 
standing. This is American textbook writing at its 
very best. 


Price-level Adjustments of Financial Statements 
- An Evaluation and Case Study of Two Public 
Utility Firms 

by ELDON S. HENDRIKSEN, B.S., M.B.A., PH.D., С.Р.А. 
(Washington State University Press. $4.) 


In the United States, as in Britain, the view that 
depreciation should be based on the historical cost of 
assets receives official support, although there also, in 
certain limited fields, it is accepted that depreciation 
should reflect current price-levels. 

The argument for the latter view is that it shows 
whether progress in real, as opposed to monetary, 
terms is being made or not, i.e. gains or losses arising 
merely from changes in prices do not obscure the 
accounting results. What militates against the use of 
replacement costs is the difficulty of choosing a con- 
sistent and acceptable price index. 

In this book, Professor Hendriksen works out the 
effect of applying no less than six different indexes to 
the figures for the years 1937 to 1956 for two public 
utility concerns. The figures he studies are net income, 
investment in plant and equipment, return on invest- 
ment and certain current assets and liabilities. 

The results so obtained vary very much depending 
-on the index used, and illustrate some of the dificul- 
ties of selecting a suitable index. Apart, therefore, 
from stating admirably the theoretical case for ad- 
justing for price-level changes, Professor Hendriksen, 
by actually working out the effect of applying different 
indexes, emphasizes one of the main problems 
connected with this subject. 
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Slater’s Mercantile Law 


Fourteenth edition by LORD CHORLEY, M.A., Barrister- 
at-law, and О. С. GILES, LL.M., Barrister-at-law. _ 
(Sir Isaac Pitman & Son Ltd, London. 30s net.) xX 


It is five years since the publicatior: of the previous 
edition of this well-known vade-mecum into the 
realms of mercantile law. In that time the Restrictive 
Trade Practices Act has been passed, as well as the 
new Copyright Act, which have involved some 
rewriting, not to mention the Cheques Act. The 
chapter on insurance has been recast to bring out the 
common features of several branches of this law. 
In the corresponding chapter in the previous edition 
the stamp duties on the various polizies were set out, 


` but now all reference to stamp duty is omitted from 


this chapter, although stamp duty 5 still mentioned 
in relation to receipts and to agreements under hand. 
This may mislead some students into thinking that 
where no stamp duty is mentioned, none exists, „ 
which is far from the truth. Тће sixpenny agreement 
stamp is mentioned only in relaticn to guarantees, 
where the following sentences occur: 


‘A guarantee, like any other agreement under hand, 
requires a sixpenny stamp. The document must be 
stamped within fourteen days of the date of the 
guarantee.' . 


А guarantee is not necessarily under hand. Ап 
agreement under hand does not necessarily attract 
sixpence duty; it may be more or less, depending on 
the facts. Finally, the. time limit for stamping was 
extended from fourteen days to thirty days in 
January 1956. As regards bills of exchange, whose 
very validity depends on their being stamped, the 
necessity for stamping is mentioned only by the way 
in relation to foreign bills. Perhaps in a book of this 
kind the safer course is not to attempt to deal with 
stamp duties at all. I 


The Theory of Capital 


by Professor F. A. Lutz and Professor D. C. Hague. | 
(Macmillan & Co Ltd, London. 505 net.) 


'The ninth conference of the International Economic 
Association in 1958 was devoted to a discussion of 
the theory of capital. 'T'his is undoubtedly one of the 
most unsatisfactory branches of гсопопис theory 
and the thirteen papers comprising this volume, 
together with a summary of the discussions following 
each paper, did little to produce a synthesis of ideas, 
much less a new theory. 

The impact of the new concept of the capital- 
output ratio is clearly evident but empirical evidence ^^ 
in support or otherwise of the theory was inadequate, 
not least because of the unacceptadility of some of 
the statistical material adduced in its support. It 
should be stressed that all these papers are at a very 
high level of sophistication and, unlike preceding 
volumes in this excellent series, are of interest only 
to the specialist. 
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Business Consortia 


by A. Harding Boulton, LL.B.(LOND.), Z.C.LS. 
(Sweet & Maxwell Ltd, London. 305 net (U.K. »nly).) 


The content of this slim volume would have made 
several useful articles in one of the pubEsher’s 
journals and in this way would have enjoyed a wider 
readership than is likely in its present expensive 
format. The subject-matter is the business consertium 
formed by a number of companies or other types of 
business undertaking for the carrying out of cortracts 
in which their diverse skills must be merged. 

Ап outstanding example in this country 5 the 
grouping of the electrical and heavy enginsering 
combines specializing in atomic energy plants. 
Similar consortia have been formed in other mdus- 
tries and in most of the main European couatries. 
The author sets out the main problems of menage- 
ment as well as the legal considerations which 
confront the consortium, but throughout this quite 
interesting study one is left with the impressioa that 
А the really important and new contribution of the work 
could have been contained in a couple of long ar icles. 


~ 










Whillans's Tax Tables and Tax Reckoner 1951-62 


by GEORGE WHILLANS, F.LB. (Butterworth & Co 
(Publishers) Ltd, London, 1961. 55 6d (ss for six- 
twenty-four copies; 45 6d for more than twenty-four 
copies.) 
m These well-known tables are in precisely the same 
rm as last year except, of course, that there are rainor 
ges in figures and 1961-62 now figures а: the 
important year. There is an addendum shcwing 
new rates of National Insurance contributions, v hich 
can be stuck on the tables at the appropriate plaze. ` 


When My Girl Comes Home 


by V. S. Pritchett. (Chatto & Windus, London. 
16s net.) 

When looked at through the microscope, in ects 
scarcely visible to the naked eye become creatures of 
enormity with distinct and often eccentric person- 
alities. This also is what happens to the ordiaary 
: men and women upon whom Mr V. S. Pritchett 
concentrates his perceptive gaze. Further, in rach 
story, the main character has a problem waich 
appears to be magnified in keeping with the persanal 
image which his creator projects on to his pazes. 
That preoccupying the mind of Charles Реасеск, 
j attending a professional annual dinner in the Mid- 
4s * lands (as recounted іп the second story in the bcok, 
entitled “The Fall’), is the overwhelming persondity 

of his famous actor-brother, Shelmerdine. 
Mr Pritchett brings about the discomfiture of his 
puppet deftly, but with a certain compassion. With 
„ће assembled guests in the mass, however, he is 
rather less than kind. There is ‘the bullocky noise of 
two hundred-odd chartered accountants in blac 
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ties’ taking their aperitifs and the laughter. greeting 
the after-dinner speeches comes from 'а pack of 
wolves, hyenas, hounds in dinner jackets’. Would a 
gathering of authors or critics sound any less bovine 
in the bar? Does the broadcast laughter which 
emanates from the glittering company at Royal 
Academy banquets sound any less gregariously 
animal? Perhaps Mr Pritchett chose accountants 
because he regards them as the exact antithesis of 
actors, At any rate, it is not а very flattering glimpse 
of the profession en féte which he gives to his readers, 


The Hospitals Year Book, 1962 


Editor: J. F. Milne, M.c., в.5с.(ЕСОМ.). (The Institute - 
of Hospital Administrators, London. 63s net; by post 
65s 9d.) . 
The new edition of this work of reference has again 
undergone a thorough revision planned to provide 
up-to-date and authoritative information for all 
branches of administration and management in the 
hospital and allied services. The hospital directory 
sections give full particulars of hospitals and hospital 
authorities in Great Britain, Northern Ireland and 
the Isle of Man. Other sections -provide details of 
hospital finance, Government departments and statut- 
-ory bodies, organizations concerned with hospital and 
health services, local health authorities, executive 
councils, the National Health Service, Whitley 
Councils, and hospital contributory and provident 
Schemes. 'The substantial reference section includes 
notes for hospital administrators on legal, technical 
and general subjects, as well as detailed indexes to 
statutory instruments. Аз in previous years, the final 
section consists of a comprehensive guide to hospital 
purchasing. 
~ In his review of the hospital service during the 
pàst, year, the editor discusses the hospital building 
programme, the effects of the Mental Health Act, 
1959, the aspects of the geriatric services, the welfare 
of patients, and the continued activity of the central 
O. and M..unit at the Ministry of Health, which has 
now widened. the scope of its work. The publication 
of abstracts ef efficiency studies is, he says, enabling 
the results/of studies of general interest to become 
widely known throughout the service. 


RECENT PUBLICATIONS 


UwrED STATES FiscaL Poricv, 1945-1959, by А. E. 
Fiolmans. xiv — 342. pp. 9 X 6. 405 net (United Kingdom 
-6nly). Oxford University Press, London. 

УНЕ ORGANIZATION From WITHIN, A Comparative Study 

“of Social Institutions based on a Sociotherapeutic 

Approach, by Cyril Sofer. xiii--178 pp. 9 X6. 25s net. 

'Tavistock Publications Ltd, London. \ 

AMERICAN CAPITAL AND CANADIAN Resources, by Hugh 
` G. J. Aitken. xii--217 pp. 84x6. доғ net. Harvard 
University Press; Oxford University Press, London. 
INTERNATIONAL Monetary Роллсу, second edition, by 
Dr W. M. Scammell. xv + 428 pp. 9X6. 405 net. 

Macmillan & Co Ltd, London. 
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1959 
3,588 
2,452 


54,050 
,478 
1,136 
870 
023 
884 


£211,391 


Finance and — 
Commerce 


119,371 
427,155 
224,503 

£652,542 


£ 
Depreciation 


Rolls Razor 


Tue reprint in this first issue of a new year 
features what would appear to be the last accounts 
of Rolls Razor Ltd, as the company has been known 
since its formation in 1927 to make and market the 
Rolls razor – the last word in safety razors of the 
time. Since then the introduction of the electric 
shaver has largely revolutionized the shaving situa- 
tion. 

Note 2 on the accounts shows what is now happen- 
ing regarding the company. The option held since 
December 31st, 1960, to acquire the capital of the 
Electromatic Washing Machine Co Ltd, is being 
exercised with effect from January rst, 1961. À yet 
further recent development has added a dishwasher 
to the company's products. Rolls has, with Charles 
Colston Ltd, gone fifty-fifty with Sir Charles Colston 
(а one-time Hoover chief) in a new £4 million sub- 
scribed-capital company which takes over his 
company's automatic dishwasher, to which will be 
applied the ‘Electromatic’ direct-selling-to-the-public 
system. ‘Electromatic’ washing machine sales are 
approximately до per cent cash and бо per cent hire- 
purchase. 

In these circumstances, the Rolls accounts are 
very properly accompanied by a statement on the 
financial position of Electromatic as reported by its 
auditors. This statement forms part of our reprint. 


849 
183,838 
3,336 
2,452 





£ 
Cost or 
Valuation 
8, 
303,209 


Directors 


A. R. SOWLEY Director and Secretary 


R. READER HARRIS 
J. BLOOM 


valued at 3155 December, 1931, with subse- 


December, 1960) ET ae 
LEASEHOLD PREMISES (at cost) 
quest additions at cost) 


realisable value 


SUNDRY DEBTORS AND PREPAID EXPENSES 


STOCK АМО WORK IN PROGRESS at lowor of cott or net 
CASH IN HAND 


SHARES AT COST, fess amounts written off 


PLANT, MACHINERY, EQUIPMENT, etc. (as 
Deduct: Amount due to Subsidiary 


FREEHOLD PROPERTY (as valued at 3lst 


FIXED ASSETS— 
CURRENT ASSETS— 


(See Note 1)— 


INTEREST IN WHOLLY-OWNED SUBSIDIARIES 


1959 
100,000 
150,000 








146,140 
103,860 
42,576 
955 

391 


ROLLS RAZOR LIMITED 


с BALANCE SHEET AS AT 3156 December, 1960 
£ 
SHARE CAPITAL AND RESERVES— а sz 


100,000 
150,000 





£ 
Issued 
114,844 


232,161 
537,698 


Growth sf 


Rolls ceased to be a ‘quoted’ company when Mr J. 
Bloom, who developed the Electromatic business in 
such short time, acquired an interest which is now 
just over one-third of the capital. Mr Bloem, with the 
exercising of the option, receives а Ёа дер £100,000 
in the form of two million rs Rolls Detorred shares. 
His rise to business fame dates only from August 
1958 when his Electromatic company was\, formed 
to import washing machines from Holland to sell 
direct to the public. n 
Initially, the machines were imported compete; 
then, later, without motors which were boughM in 
England. In January 196o, an agreement was entelred 
into whereby Rolls became exclusive manufacturer 
of the Electromatic machine, the price to be mantu- 
facturing cost (as defined) plus то per cent. А ne 
agreement in the following October imposed 
maximum price for each type of machine manufac- 
tured with effect from June rst of that year. 
Electromatic also operates as Cricklewood Finance 
Co, a hire-purchase division handling a proportion 
of the company's hire-purchase business; and 








268,164 
18, 


200,000 


100,000 


.. 


INE 


SERVICING UNDER GUARANTEE | `. 


LOAN (Unsecured) 


Shares of 10s. each, fully paid 
Loss Account 
ACCRUING EXPENSES 


d Shares of 15. each, fully paid 
f Freehold Proporty 


Transfer to Profit and 
(Ф, 


Preferred Ordinary 


1595 
Deferre 
lus on revaluation o 


Surp 

Deduct: 

CO, (То. . 
PROVISION FOR 


Deduct: Adverse Balance on Profit and Loss Account 
AMOUNT DUE TO ELECTROMATIC WASHING MACH 


SUNDRY CREDITORS AND 
BANK OVERDRAFT (Secured) 


CAPITAL RESERVE 


SHARE CAPITAL— 
CURRENT LIABILITIES— 
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. Electromatic owns sr per cent of the issued share 


~ 


ж 


capital of E.M. Central Heating Ltd, recently incor- 
porated to develop domestic heating and which 
purchases its appliances from Rolls. 

Interim accounts of Rolls and Electromatic, it is 
stated, have been prepared for nine months to 
September зо, 1961,.showing a net profit after 
depreciation, of approximately £280,000, acaieved 
on washing machine sales averaging 1,100 £ week 
for the first quarter, 1,300 for the second anc 1,400 
for the third. Sales are now running at 1,700 1 week 
with an outside sales force of 170. With the subraission 
of the 1961 accounts, application will be made as 
soon as practicable for re-grant of share quota ion. 


Shares for Employees 


URRENT interest in shares for employes jus- 
tifies the inclusion in this zolumn of the broad 
lines of a scheme being introduced from the berinning 
of this new year by Campbe‘l’s Soups Lte. The 
company is the first overseas operation >f the 
Campbell Soup Co of America, 'the largest maker 
of soups in the world’. It Бераг. operations at. King’ 
Lynn in 1959. 
The scheme is a voluntary one which prczides a 
means for employees to save up to ro per cent of 
earnings. For every Дт of the first 5 per cent, the 
company adds 8s which is invested in the parent 
company’s stock. Employees, each “plan yea”, can 
decide on the same investmert for their ovn con- 
tribution or choose one of two British Government 
securities selected by bank trustees to wiom is 
turned over for investment the employees’ nd the 
company's contributions. 
Partial withdrawal of both contributions is per- 
mitted, the employees аге told, ‘from your account 


.for any “plan year" that ended at least thrze years 


before.’ Total withdrawal at current value is permitted 
subject to forfeiture of the company's porton and 
related earnings for the two previous years. En ployees 
who leave the company withcraw in full е her the 
British Government or the Campbell Sours stock. 
But, they are warned, stock-market prices fluctuate; 
"The company does not guarantee the value- of your 


investments.’ 


Answering Questions 

On taxation, employees are tcld that their «уп and 
the company's contributions will be subject to 
income tax “but, says the company, as you have no 
vested right to receive the ccmpany’s contributions 
until the expiration of twenty-four montas after 
the date each contribution is made, the Inland 
Revenue has ruled that the company's cont-ibutions 


do not constitute taxable income to you wntil the ` 


end of that period’. The assessment, ther-fore, in 


‘year three’ is on the value of the compary's con- ` 


tribution of ‘year one’, value being de ermined 
according to the dollar market value of Campbell 
stock during the tax year in question on the Mew York 
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Stock Exchange converted into sterling at the rate 
of exchange applicable to reinvestment dollars. 

"The Personnel Department will be glad to answer 
any additionzl questions you may want to ask', the 
company helpfully tells its workers — and it would not 





ROLLS RAZOR LIMITED 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
3156 DECEMBER, 1960 














1959 
£ £ £ 
TRADING LOSS after charging 
the following items š A 223,322 35,306 
DEPRECIATION OF FIXED 
ASSETS .. we .. .. 21,466 13,886 
Amount written off Patents and 
Trade Marks .. .. .. — 4,500 
PROVISION FOR SERVICING 
UNDER GUARANTEE .. 25,000 — 
DIRECTORS' REMUNERATION 
Fees .. .. ee ns 37 500 
Other Emoluments 7,865 7,470 
AUDITORS' REMUNERATION 1,260 420 
Deduct: Surplus on Sales of Showrooi 
Lease and Sportsground .. sé — 11,962 
223,322 23,344 
ADD: Bank and Loan Interest Pay- А 
аЫе zz vs vs 8,587 4,041 
Provision for loss of Subsi- 
diary Е xs 2e 252 4,214 
NET LOSS FOR THE YEAR 232,161 31,599 
ADVERSE BALANCE 
BROUGHT FORWARD .. 146,140 114,541 
378,301 146,140 
Deduct: TRANSFER FROM CAPI- 
TAL RESERVE .. .. aA [46,140 — 
ADVERSE BALANCE 
CARRIED FORWARD... £232,161 £146,140 


Ee 





NOTES ON ACCOUNTS 





1. INTEREST IN WHOLLY-OWNED SUBSIDIARIES 


The active Subsidiary ceased to trade in May 1959, and the Directors 
consider that, in view of the insignificant amounts involved in accounts 
of the Subsidiaries, group accounts would be of по real value to 
Members of the Company. 


Expenses incurred by the Subsidiaries in 1960 amounted to £252; 
in the accounts of the Holding Company a corresponding amount 
has been written off the Interest in Subsidiaries, which, at 3156 
December, 1960, was represented by a Bank Balance of £884, 


2. OPTION TO ACQUIRE ELECTROMATIC WASHING 
MACHINE СО., LTD. 


At 315: December, 1960, the Company held an option to acquire the 
whole of the issued share capital of Electromatic Washing Machine 
Co., Ltd.. for an amount not exceeding £100,000 to be satisfied by the 
issue, at par, of fully paid Deferred Shares of Rolls Razor Ltd. 
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be surprising if the department is kept busy, for 
while the scheme is basically simple, it involves 
quite a deal of ‘know-how’ on the subject o? dollar 
investments. From that angle alone, it is wcrth the 
study of those who read this column apart from the 
general interest in any stock-investment plan for 
employees. We understand a limited nuraber of 
copies of the plan are available from the company's 
public relations division at 40 Berkeley Square, 
London Wi. 

One point in the scheme is somewhat puzzling. 
Why British Government securities? 'This question 
is not a criticism, but some might think a form of 
unit-trust investment would more appropriately fit 


the circumstances. 


THE 
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ANNUAL 
AWARDS 


for 1962 


Selection of this year’s winners of The Axcount- 
ant Annual Awards for company reports and 
accounts has been started by the Panel of 
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CITY NOTES 


TIMES of the easing of last July’s restrictions 
bids to be the most crucial decision of 1962. There 
is evidence in industry that order books are not so full 
as they were and that production is being adversely 
affected. 

Restriction is always more easily accomplished 
than the consequent re-expansion. The time lag 
between easing of credit restrictions and their effect 
on trading can be dangerously long. 

The danger is that іп. its preoccupation with its 
‘pay pause’ policy, the Government may be inclined 
to maintain the July restrictions for too long. 

A higher level of production is essential if export 
competition is to be met. And it must be met if 
exports are to be increased and the balance of pay- 
ments position improved. 

Little assistance in the latter respect can be 
expected from improved ‘invisible’ earnings. The 
Bank of England has described the immediate 
invisible earnings outlook as discouraging. The only 
real prospect of reduction in Government overseas 
expenditure is through assistance in meeting the 
cost of forces in Western Europe. 


RATES AND PRICES 
Closing prices, Wednesday, January 3rd, 1962 
Tax Reserve Certificates: interest rate (25.11.61) 31% 


Judges, under the chairmanship of Mr K. W. 
Mackinnon, M.B.E., T.D., Q.C., but companies - 
still have until January 31st to submit their 
reports and accounts presented at annual 
meetings held in 196r. 

Entries should be addressed to The Secre- 
tary, The Accountant Annual Awards, 151 
Strand, London WC2. The only condition of 
entry is quotation on a recognized United 
Kingdom stock exchange. 

A new member of the Panel this уеа- is Mr 
J. E. Harris, B.COM., F.A.C.C.A., Immediate 
Past President and a member of the Coancil of 
The Association of Certified and Ccrporate 
Accountants, and managing director of Sogen- 
ique (Service) Ltd, who fills the уасапсу 
caused by the retirement from the Eanel of 
Lord Latham, J.P., Е.А.С.С.А. The other 
members are: Mr А. S. Н. Dicker, M.B.E., 
F.C.A., Mr C. D, Gairdner, с.л. Mr А. W. 
Giles, M.B.E., M.A., C.A., Mr Donald V. House,- 
Е.С.А., Mr J. A. Hunter, M.B.E., T.D., Mr Ian 
Т. Morrow, C.A., F.C.W.A., Sir Richard Yeabsley, 
C.B.E., Е.С.А., and Mr Arthur E. Webk, Editor 
of The Accountant. 3 

The Lord Mayor of London, Alderman Sir 
Frederick Hoare, has kindly consented te present 
the Awards at the Mansion House on May 2gth.- 





Bank Rate 
Nov. 20, 1958 4% Dec. 8, тобо 5% 
Jan. 21, 1960 5% July 26, 1961 7% 
June 23, 1960 6% Oct. 5, 1961 64% 
Oct. 27, 1960 54% Nov. 2, 1961 696 
Treasury Bills 
Oct. 27 £5 145 657d% Dec. т £5 7s 1'084% 
Моу. 3 £5 8s 6'104% Dec. 8 £5 6s 5:344% 
Nov. 10 £5 85 5'494% Dec. 15 £5 65 4'834% 
Моу. 17 65 75 9'714% Dee. 22 £5 7s 3'184% 
Nov. 24 £5 75 9'404% Dec. 29 £5 85 0'724% 
Money Rates 
Day to day 43-54% Bank Bills 
7 days 44-58% 2 months si-s% 
Fine Trade Bills 3 months 558% 
3 months 62-74% 4 months 55-5 6% 
4 months 63-74% 6 months 552% 
6 months 5-896 Я 
Foreign Exchanges 
New York 2:80$—81 Frankfurt 11:22]-3 
Montreal 2:931-3 Milan 1743-3 
Amsterdam 1012-1 Oslo | 20:02-% 
Brussels 139:841-3 Paris 1377613 
Copenhagen 19:311-$ Zürich 12°138-% 
у Gilt-edged 
Consols 496 58ixd Funding 3% 59-69 828 
Consols 2%  . 38% Savings3% 60-70 7096 
Conv’sion 51% 1974 92$ Savings 3% 65-75 — 718 


Conversion 5% 1971 908 
Conversion 34% 1969 85 1 
Conversion 34% 52 tr 
Exchequer 52% 1966 985 


Savings 24% 64-67 85 
Treasury 5195 2008-12 85 
Treasury 5% 86-89 824 
Treasury 34% 77-80, ботс 


Funding 54% 82-84 доў Treasury 34% 79-81 694 
Funding 4% 60-90 888 Treasury 24% 38 d 
Funding 3196 99-04 s64 Victory 4% 93k 


Funding 3% 66-68 — g3ixd 


War Loan 32% 525 
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· Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


Hong Kong Commissioners of Inland Revenue v. 
| Four Seas Co Ltd 


In the Privy Council - November 27th, 1961 


(Before Lord Denninc, Lord Devin and THE 
RicHT HONOURABLE L. M. D. ре ЗИМА) 


Corporation profits tax — Assessments on partnership — 
Losses made by partner trading separately — Whether 
losses can be set off against partnership profits — 
Hongkong. Inland Revenue Ordinance, sections 2, 12, 
I5, 19, 22, 42. 

The respondent carried on business as an importer 
and exporter on its own account; and during 1954 
and 1955 it also traded in partnership with anothe- 
company. The partnership made a profit of 49,885 
dollars in 1954 and 73,618 dollars in 1955, and these 
profits were shared by the two partners equally. During 
the same two years the respondent made losses on its 
sole trading, and during the two previous years it had 
also made losses which were available for set-off 
against future profits. 

Assessments were made on the partnership for the 
years of assessment 1955-56 and 1956-57, and the 
respondent contended that it was entitled to set off 
against the amount of tax due from it in respect of 
the partnership trading the losses it had made in 
trading on its own account. 


Held: in the case of partnership trading the person 
assessed was the partnership; and that as the partner- 
ship was not the person that had incurred the losses, 
they could not be set against the assessments made 
on the partnership. 


C.LR. v. Ridge Nominees Ltd. 
In the Court of Appeal - November gth, 1961 


(Before THE MASTER OF THE ROLLS (Lord EvERSHED), 
Lord Justice Donovan and Lord Justice DANCKWERTS) 


Stamp duty — Sale of stock in company — Transfer 
deed by accepting stochholder — Transfer deed of 
dissentient stockholder — Whether transfers on sale — 
Stamp Act, 1891, section 54 ~ Finance Act, 1895, 
sections I, 12 – Companies Act, 1948, section 209. 


On November 14th, 1958, an offer was made by 
Ridge Securities Ltd (Ridge) to the stockholders of 
Gresham Trust Ltd (Gresham) for the purchase of 
their stock units in Gresham. The offer was con- 
ditional till December 4th, 1958 (or till such later 
date, not being beyond December 16th, 1958, as 
Ridge might stipulate), on the acceptance of the offer 
by the holders of go per cent of Gresham’s issued 


January 6th; 1962 


capital or such smaller percentage as Ridge might, on 
or before December 30th, 1958, elect. Acceptance was 
to be by the signing of a form which, together with 


deeds of transfer of the stock, was to bé forwarded : 


to a stated address. The transfer deeds were to be in 
favour of the respondent. The offzr became un- 
conditional on December 12th, 1958. 

Two of the stockholders in Gresham, who had 
accepted the offer and had signed the acceptance form 
and had executed transfer deeds of their stock to the 
respondent, did so before December rath, 1958. 
Another stockholder declined to accept the offer, 
and her shares were acquired by the respondent under 
section 209 of the Companies Act, 1948. In pur- 
suance of section 209 (3) a transfer on her behalf was 
made by a person appointed by the respondent. 

It was contended on behalf of the respondent that 
the transfer deeds of the shares acquired while the 
offer was still conditional, and of the shares acquired 
under section 209 of the Companies Act, 1948, were 
not transfers on sale and should be stamped 105. It 
was contended on behalf of the appellants that both 
classes of transfer deeds were stampaLle ad valorem. 

Held (reversing the decision of Mr Јавнсе Buckley 
on this point only): the transfer deeds of the shares 
acquired pursuant to section 209 of the Companies 
Act, 1948, were transfers on sale, and were stampable 
ad valorem. There was no appeal as to the other 
transfer deeds. 


C.LR. v. Нему & Constable (Brewers) Ltd 
In the Court of Appeal - November 16th, 1961 
(Before THE MASTER or THE ROLLS (Lord EvERSHED), 


Lord Justice DoNovaN and Lord Justice DANCKWERTS) ` 


Stamp duty — Sale of shares in company — Liquidation 
of company — Direction to liquidator to transfer assets 
to vendors of the shares — Conveyance by company and 
liquidator of other assets to purchaser - Whether a 
conveyance on sale — Stamp Act, 1891, section 54 – 
Law of Property Act, 1925, section 53 (1) (c). 

On April r7th, 1921, all the shareholders in a 
company (Constable) agreed with another company 
(Henty) for the sale to Henty of their shares in 
Constable. The consideration was to be satisfied by 
the allotment of fully paid-up shares in Henty. 
Completion was to take place on April 25th, 1921, 
and after completion Constable was to be wound up. 
By clause 6 of the agreement it was declared (in 
effect) that the consideration for the shares was 
arrived at without taking into account the value of 
the unlicensed premises of Constable, and it was 
agreed that Henty, before completion of the sale of 
the shares, should give an irrevocable authority for 
those premises to be made over to the vendors or 
their nominees, free from the mortgages on them, 
and with the income less outgoings as from April 
1st, 1920. Henty was to be entitled to all dividends on 
the sold shares as from the same date. 

On April 25th, 1921, at a meeting of the directors 


< 
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of Henty, it was resolved that the completion of the 
sale should be carried out forthwith; and that as 
certificates and transfer deeds of the shares in 
?Constable had been received with forms of autherity 
` signed by the shareholders as to the distribution of 
Constable’s assets, 81,255 shares of Дт eack in 
Henty should be issued to the vendors. On Decernber 
31st, 1921, a deed of conveyance between Constable 
and its liquidator of the one part and Henty oi the 
other part was executed. It recited that Constable was 
seized of (in effect) its licensed premises and that 
Constable had been put into liquidation, and th:t its 
shareholders had delivered to the liquidator the 
authorities aforesaid; and the operative part o: the 
deed of conveyance was: 


‘Now this indenture witnesseth that in considera- 
tion of the premises the Constable compary as 
beneficial owner acting by the said William Beidam 
as the liquidator thereof hereby grants and 


conveys...” 


THE 
ACCOUNTANT 19 


the freehold licensed premises to Henty. The lease- 
hold licensed premises were also assigned. The deed 
was stamped ros. 

The apoellants contended that the conveyance of 
December 31st, 1921, was a conveyance on sale; and 
that ad valorem duty in the amount of (985 was 
payable thereon. It was contended‘on behalf of the 
respondent that on April 25th, 1921, it had discharged 
all its obligations under the agreement for sale, and 
was, when Constable had been put into liquidation, . 
entitled to all the assets of that company distributable 
in the liquidation; and that the conveyance was by a 
liquidator to the person who had become entitled to 
the assets in question. 


Held (affirming the judgment of Mr Justice 
Buckley): the conveyance was not a conveyance on 
sale, but was a conveyance by a liquidator to the 
persons entitled in the liquidation; and that the proper 
amount of stamp duty was 105. 





Correspondence 


Letters must be authenticated by the name and addres of 

the writer, not necessarily for publication. The Editor does . 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


< Company Profits and Dividends 

7" $m, - With reference to the article by Mr A. Dele on 
comparative taxation as applied to company profits 
and dividends which you published in your issue of 
December 16th, the machinery of our own and other 


countries’ systems was, I thought, most admrrably: 


summarized. However, I, would criticize the author 
in one respect. 

In putting forward a case for the abolition cf our 
own profits tax he mentions that the amount of 
revenue which the Government would lose from the 
discontinuance of this source could be more justly 
recouped by imposing a general sales tax on поп- 
essential goods. Presumably, among his reasors for 
suggesting such an action are that: 


(1) the consumer of essential goods would Lenefit 

generally in that the volume of company taxa- 
$ tion, which ће is currently called upon tc bear 

in the form of high prices, would be reduc2d; 

(2) the introduction of an internal indirect tax would 
not affect export sales prices and would, therefore, 
encourage and increase the volume of our export 
trade; and | 

(3) by abolishing profits tax, the companies ihem- 
selves and their shareholders would bensfit in 
the form of reduced taxation and conseq.iently 
higher profits. 


Under the present-day reluctance to reduce prices 
in ideal trading conditions, but rather to plough back 
profits into the business with a view to consolidation 
and expansion, to hope that the abolition of profits 
tax would see price reductions in the range of luxury 
or essential goods is, to my mind, rather wishful 
thinking unless some form of Government price con- 
trol were simultaneously established. 

Also, the consumer who is not blessed with the 
good fortune of being a shareholder would be asked 
to bear an even heavier burden. 

No sir! As an unfortunate consumer, both of 
essential and luxury goods, who is mindful of the old 
axiom that ‘charity begins at home’ I do not agree 
with Mr Dale’s suggestion. The profits tax, although 
it might act as a general sales tax on all goods and 
services, is fair in that it does ‘go where the money is’ 
and ensures that its incidence is equitably spread over 


consumers both at home and abroad. 


If a greater share of the export market is to be 
acquired by us, as it inevitably must if we are to 
survive in the Common Market, then surely a ‘carrot’ 
in the form of an export tax rebate scheme is the 
answer, and not, as: Mr Dale suggests, the transfer cf 
the existing load to a specific class of the internal 
consumer. 

Yours faithfully, 


Tadworth, Surrey. N. A. WRIGHT. 


Union of Chartered Accountant Students' 
Societies! Conference 


Sir, - Some comment is required on the report of 
the Union of Chartered Accountant Students’ 
Societies’ annual conference which appeared in your 
issue of December 16th. The proposals referred to 
in the fourth paragraph were made by the Leeds 
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Society, and we feel that the report misrepresents 
both the proposals and the feeling of the conference 
towards them. 'l'he suggestions are not designed to 
reduce practical experience as such, but to enable 
the profession to take advantage of the recent great 
advances in the technique of full-time education. 

(1) The report states that strong views were 
expressed against the proposals, as is true ої any 
controversial ideas. It should, however, be understood 
that still more delegates spoke in their support. 

It is also stated in this paragraph that we seek to 
increase the academic element of training, and then 
goes on to say that this would probably result in the 
deterioration of the academic standard. It is generally 
acknowledged that full-time education is the most 
effective and thorough method of gaining knowledge. 

(2) The report states the “purpose of (these sugges- 
tions) was to reduce the practical experience required 
for membership and to increase the academic element 
of training’, This interpretation is misleading. In 
fact the proposals are designed to: 


(i) improve the methods of theoretical training, 
by two years' full-time education at an account- 
ancy college; 

(ii) enable the knowledge thus gained to be used 
much more effectively and rapidly by the articled 
clerk in gaining practical experience and in 
serving his principal; 


(ili) give the articled clerk a broader education, 
allowing him to fulfil the increasing demands of 
his clients. 

Yours faithfully, 
W. H. J. MORDY, Hon. Secretary, 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY oF LEEDS. 


Leeds. 


[Following our correspondent’s letter, the report has 
been carefully checked with the record made during 
the conference. It is quite clear that the effect of the 
terms of the proposals brought before the conference 
and the nature of the reception they were given, were 
in fact as set out in the report. Whatever may have 
been the wishes and hopes of the promotors, it is felt 
that the report gives a true and fair view of what 
actually happened at the conference. – Editor.] 


Graduated Pension Scheme 


Sir, – Employers who are in the habit of giving annual 
bonuses to their staff at this time of year will have 
observed that certain employees have to pay contribu- 
tions for graduated pensions in respect of these 
bonuses. Unless employees are receiving sufficient 
pay to make them regular contributors, they will 
receive no benefit from these contributions and 
neither from the employers’ part. Regulation го (3) 
of S.I. 1960 No. 921 tries to regularize this anomaly 
by permitting the formation of trust funds for the 
benefit of employees with the purpose of avoiding 
graduated pension contributions provided that not 
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more than two annual bonuses are payable to 


employees. 
Can readers advise on the operation of such trust 
funds: * 


(1) Are the payments to the trustees an allowable 

expense in the employers' Schedule D assessment? 

(2) Are xw to the employees subject to 
Y.E. 


«ГА. 


(3) Does tax at standard rate have to be deducted 
from these payments? or 
(4) Are these payments unearned income in the 
hands of the employees? 
Yours faithfully, 
COMMERCIAL. 


Mining Company's Problems 
Sir, - May I invite the comments of your readers 
on the following points which I met recently in actual 
practice? 

(1) A mining company has acquired by way of gift™ 
from one of its main shareholders a substantial 
holding in the share capital of another company 
thus turning that other company into a sub- 
sidiary of the mining company. The directors 
have recorded the shares gifted to the company 
at their market value crediting a like sum to 
capital reserve. Is this the right procedure or 
is there any better solution to this problem? 

(2) The same mining company uses the following 
method of treating losses on the sale of any of 
its fixed assets: 

On the sale and ascertainment of the resultant 
loss no transfer is being made to profit and loss 
account but such loss remains as part of the 
remaining assets of the company. Is this a 
correct way, in the case of mining companies," 


of treating losses realized on the sale of any of ‘~~ 


their fixed assets? 
Yours fzithfully, 
А.А.С.С.А. 


Thoughts on our Present Discontents 


Sir, ~ Mr Alun Grier Davies's article in The Account- 
ant of December 23rd is remarkably explicit and 
thereby a clear exposition of an iniquitous system 
imbued with anomaly so deep, penetrating and in- 
volved as to perplex the layman, and doubtless some 
members of the profession too! It is equally an 
analysis born of sincerity and conviction, and a 
positive directive to those who will read and study 
its purport and intention — the sober reflection of how 
long overdue is tax reform in this country. I like 
Mr Davies's apparent witticism when quoting: « 


“that the incidence of investment allowances on such 
profits as those of shipping companies must make 
even the Revenue wonder whether, when they repay 
tax which has not been paid and never will be paid, 
they are sacrificing common sense to the continuance 
of an ancient shibboleth’ (my italics). 


That could be singularly true of the entire fiscal 
system of the United Kingdom. 
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It is also a gem of thought and reasoning for Mr 
Davies to say that our fiscal system is almost as 
ludicrous as the position in Japan where so many 
Xomplications had been built in the social and 
economic life of that country that Japanese 

*business men need to devote most of their time and 

energy to unwinding those bonds which enfold ttem 

like so many mummies’ (my italics). 
One must agree that there is no particular virtu2 in 
blaming the Revenue for the idiosyncracies cur-ent 
in our system at the close of the year 1961, and -hat 
most likely the officials who have to perpetrate and 
unravel the intangibleness are often mindful of 3ow 
wide is the scope for simplification to make their own 
task less onerous and misunderstood. 

Far too frequently is it being said that the legla- 
tive process of our laws, and taxation, are so antiquated 
as to be reminiscent of medieval England; this & to 
gur discredit; but are we likely to look elsewhere for 
a lead ~ to a similar type set-up as the Canadian Гах 
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Foundation — to examine all the major tax anomalies 
and to suggest remedies? 

Alun Grier Davies is obviously a staunch supporter 
of Harold Wincott who writes so splendidly and con- 
vincingly in The Financial News; for both quote 
without fear or favour 

‘It is pitifully clear that the Government drafts- 
men and the Inland Revenue between them are 
about as capable of putting together a Finance Bill 
of this character as the average jobbing builder is 
of building a nuclear reactor.' 

(That was said during the public outcry on the 
Finance Bill last year.) 

Come, gentlemen all, we need taxation reform now 
to help all manufacturers to be on equal terms with 
competing countries when embarking in a free trade 
system under the Common Market. 

Yours faithfully, 
FRANCIS B. WILLMOTT. 
Birmingham. у 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN IRELAND 
MEETINGS OF THE COUNCIL 


Special and ordinary meetings of the Council of T'he 
Institute of Chartered Accountants in Ireland -vere 
held in Dublin on Thursday, December 21st, 1961. 


A Attendance 
The President, Mr А. E. ‘Dawson, was in the chair, 
and there were also present: 
Messrs R. E. McClure, таалах С. А. P. B-yan, 
` G. E. Cameron, Frank Cleland, M. Connor, `. Е. 
Dempsey, James Graham, N. V. Нов; ап, Mite Love, 2. J. 
Neely, W. H. O’Donnell, R.P. F. Olden, H. W. Robixson, 
James Walker and D. McC. Watson, with the Secretary and 
Assistant Secretary and the Joint Secretary and Treasurer. 
Apologies for absence were submitted from Messrs 
John Bacon and A. S. Boyd. 


Deaths 


The deaths of the following members were repcrted 
and noted with regret: 


William Duffield, F.c.a. n (Belfast), joint auditor tc the 
Institute since 1956; T. P. K. Gaffney, a.c.a. (Dublia). 


w 
Fellowship 


Patrick Thomas McGilligan, A.C.A., Dublin, was 
elected a Fellow of the Institute with effect “rom 
January rst, 1962. 


Practice 


Cormac J ames O'Rourke, A.C.A., Dublin, was adm Неа 
to practice with effect from January xst, 1962. 


Membership 


Тће following candidates, who were successful in 
Part V of the Institute examination held in October 
1961, and in Final examinations held during the year 
under the syllabus of The Society of Incorporated 
Accountants were admitted to membership as associ- 
ates not in practice: 

Ardill, Albert Eric (Dublin); Daly, James Terence 
(Dundalk); Hyland, John Jeremiah (Cork); McConnell, 
Kenneth Somers (Dublin); Phelan, Thomas Patrick 
(Dublin); Roe, William Arthur (Waterford). 

Applications from two former members for re- 
admission to Institute membership were granted. 


Articles of Clerkship 


Approval was given to an application for reduction in 
the period of service under articles on the grounds of 
age and service. 


Committees 


Reports were received from the following committees: 
Finance and General Purposes; Education and 
Training; Parliamentary and Law; Policy; Premises 
and Taxation, 


Congress of European Accountants 1963 


A report was received from the President on a meeting 
of representatives of European accountancy bodies 
held in Glasgow on November 28th, 1961, at which it 
was decided to hold a Congress of European Account- 
ants in Edinburgh in September 1963. 
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For Students 


TAXATION 
. Deductions for Surtax 


| on quite recently, it was a long-standing 
grievance on the part of the surtax payer that in 
computing the liability to surtax no deduction from 
income was allowed in respect of the various reliefs 
granted for the purposes of income tax. This grievance 
was partially removed by Section 14 of the Finance 
Act, 1957, which allowed the personal relief (to the 
extent that it exceeds that applicable to an unmarried 
taxpayer) the reliefs for children, housekeeper, 
dependent relatives and similar reliefs, to be deducted 
from income in charging surtax. The deductions per- 
mitted by this section did not, however, include any 
relief in respect of earned income, despite strong and 
persistent representations that the existing high taxa- 
tion of individual earnings operates as a disincentive to 
personal effort, which cennot fail to have a deleterious 
effect on productivity and the national economy. 
These representations have now borne fruit and sur- 
tax relief for earned incomes has been given, on what 
is regarded in some quarters as an over-generous scale, 
by the Finance Act, 1961. It is enacted by Section 14 of 
that Act, that in respect of the year 1961-62 or any 


subsequent year, for the purpose of charging surtax 
there shall be deducted from an individuai’s income: 
(a) the earned. income relief given for the purposes of 
income tax (2/oths of the first £4,005 and 1/gth of the 
next £5,940, and 
(b) if the net amount of the earned income, after deduct- 
ing the above-mentioned earned income relief, exceeds 
£2,000, the amount of such excess, or £2,000 if less. 
The effect of these deductions is to exempt from 
liability to surtax earned incomes up to £5,000, as is 
shown by the following illustraticn. 








+ 

Total income (all earned) 3 5,000 
Deduct: Earned Income Relief Á. 
2/gths X £4,005 vs - 890 
t/gth х £995 .. E ve III 

=== I,00f 

Net earned income . 3,999 

Deduct: Excess of £3,999 over £2,000 1,999 

£2,000 


Since surtax is only chargeable on incomes in excess 
of £2,000 there is no liability. 


























TABLE A `  Apportioned between 
Total - Husband Wife 
£ £ £ 
Earned Income .. 2% i 5,750 5,000 759 
Deduct: (а) 2/9ths x Li £4,005 vs ES £890 © 
тјоћ X £1,745 EM a 194 " 
1,084. 
(b) Lower of excess of £5,750 ё 
Less .. 1,084 X 
4,666 
Over 2,000 
£2,666 
and . £2,000 I 
2,000 
, 500 75 
8, = 2,68 =. 402 
соны sos 100 575 _402 
2,666 ,318 348 
Unearned Income 534. 8 452 
3,200 , 400 800 
Deduct Reliefs 
Personal i 2 NN £100 £ 
i 24 2 
Child .. Td .. P z 199 32 150 32 5o 
А 200 š 
Dependent Relative are oa 75 275 75 225 < 
£2,925 £2,175 £750 
Chargeable: 
£2,000 n E - "e Nil 
500 at 2s od RE ire oe so o o 
425 at 2s 6d b» n 53 2 6 
£103 2 6 = Е £76 13 8 —759 £26 8 ro 














2,925 


D 


f 
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Where, however, part of the total income is unearn=d, 
a liability for surtax may arise, even though the earned 
income is less than £5,000, as shown below: 
x, Married man with one child under eleven. 




















Earned Income £3,200 
Deduct: a/gths x £3,000. 367 
2,333 
Excess of £2,333 over £2,000 s 333 
2,200 
Unearned Income 3oo 
2,300 
Deduct: Reliefs 
Personal £(240 — 140) £100 

сыа  .. as ¿š тоо 200 
£2500 

Chargeable: £2,000 + Sie is МЕ 
500 at 25 od s es £50 c o 
100 at 25 6d I2 IC O 


А 6 
T £62 1c o 


A British subject who is not resident in the Un:ted 
‚ Kingdom, but is entitled to claim a proportion of p er- 
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Act, 1952, may claim a similar proportion of the relief 
given under (а) and (5) above. 

Where a husband and wife claim to be assessed 
separately to surtax, the aggregate deduction under 
(a) and (5) is to be apportioned between them in pro- 
portion to their respective earned income. The deduc- 
tions for personal etc. reliefs granted by Section 14 of 
the Finance Act, 1957, are then to be apportioned 
between husband and wife in the ratio of their respec- 
tive total incomes as reduced by the deductions for 
earned income under (а) and (5) above. 


Illustration 

Married man with one child aged 10. Husband pays 
£200 premium on life policy for £5,000, and supports 
his widowed mother, who has no income. 

It will be observed from Table A on the preceding 
page that no deduction is allowed in charging surtax for 
the wife’s earned income allowance of £140 (or 7/gths of 
the wife’s earned income if lower) or for life insurance 
premiums. 

The income tax computation in Table B below 
contrasts the allowable deductions and the methods of 
apportionment thereof between husband and wife, from 

















sonal etc. reliefs under Section 227 of the Income Tax 
TABLE B 7 
| Total 
Earned Income £5,750 
. Unearned Income 534 
6,284 
Deduct Earned Income Relief 1,084 
Deduct Reliefs £ 3299 
Personal EN Ris 240 
Child . 100 
Wife's Earned Inceme 140 
+, 480 
TRI Dependent Relative . . 75 
Life Assurance: 
2/sths x £200 80 635 
£4,565 
Chargeable: 5 
At reduced rates £720 168 o c 
At 7s 9d in £ 3845 1,489 18 c 
4.565 £1,657 18 С 











Restriction of wife's liability 


The wife's liability to income tax is limited as follows: 
Wife's earned income 
Deduct Reliefs: 
Earned income ~ $ x ; 750 
Wife's earned income 


№ 


Wife’s unearned income 


Total income 


Chargeable: 
£360 at reduced rates E 
£619 at standard rate 


Wife's maximum liability to income tax 



































those applicable to surtax. 
Аррогнопей between 
Husband Wife 
_ £5,000 £750 
82 452 
82 1,202 
soo 59 75 °° 
em 142 
TN x. Hui nom 
4,140 1,060 
E4 (382 100 98 
520 520 
75 
Зо 537 
£3,603 £962 
H4 ER 106 .. 
p £573 133 15 1 So = £147 34 411 
3,030 1,174 2 6 815 315 16 3 
£3,603 £1,307 17 7 £962 £350 1 2 
+ 26 3711 — 26 31 
£1,334 1 6 £323 17 3 
£750 
£83 
140 
223 
527 
452 
£979 
£84 о o 
239 17 3 


£323 17 3 
— ——Á 
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Notes and Notices 


THE ACCOUNTANT 
Index to Vol. CXLV: July-December 1961 


'The general index to Vol. CXLV - July to December 
1961 —is published with the present issue. The parts 
of this volume, with the index, can now be sent for 
binding. 


PROFESSIONAL NOTICES 


Messrs ALEXANDER SLOAN & Co, Chartered Ac- 
countants, of 142 St Vincent Street, Glasgow C2, 
announce that Mr WILLIAM INGLEBY, C.A., retired 
from the firm on December 31st, 1961, to take up a 
commercial appointment, and that they have assumed 
Mr Јонм WiLLOUGHBY, C.A., as a partner, as from 
January ist, 1962. Mr WILLOUGHBY served his 
apprenticeship with the firm which he is rejoining 
after a period in commerce. 

Messrs ARTHUR ANDERSEN & Co announce the 
moving of their London office as from January 8th, 
1962, to St Alphage House, Fore Street, London ЕС2. 
Telephone: National 9711. 

Messrs BiwpER, Намгум & Co, Chartered Ac- 
countants, of 121 Queen Victoria Street, London 
EC4, announce that on January 1st, 1962, they admit- 
ted into partnership Mr Т. C. FRANKLAND, A.C.A., and 
Mr J. Т. S. BOWER, A.C.A., both of whom served their 
articles with the firm and have since been members of 
the staff. They also announce that Mr K. M. B. 
WRIGHT, А.С.А., who was a member of their staff in 
London for some years after serving his articles with 
the firm, is now resident in Sydney and was admitted 
vi partner in their Australian firm on January tst, 
1962. 

Mr C. L. HAMER, F.C.A., practising as CHARLES 
Hamer & Co, at 107 Grange Road, Middlesb-ough, 
: and Commercial Row, Stokesley, announces that 
Mr R. L. WADE, A.C.A., who served articles with him, 
becomes a partner as from January 6th, 1962. The 
firm name remains unchanged. 

Messrs C. Nevitte Russert & Co, Chartered 
Accountants, of rr Poultry, London EC2, anrounce 
that as from January rst, 1962, Mr P. L. HARDEN, 
B.SC.(ECON.), А.С.А., and Mr С. В. NORDEN, A.C.A., 
have been admitted as partners. Тће name of the firm 
will remain unchanged. 

Messrs DERBYSHIRE & Co, Chartered Accountants, 
of Bentinck Buildings, Wheeler Gate, Nottingham, 
announce that they have admitted Mr ALFRED MASTERS, 
A.C.A., into partnership as from January 15%, 1962. The 
name of the firm remains unchanged. 

Messrs Е. ARTHUR Pirr & Co, WOMERSLEY & 
. TWEEDALE and GREENHALGH, SON & DuTTON, Char- 
tered Accountants, of 14 John Dalton Street, Man- 
chester 2, and 20 Acresfield, Bolton, announce the 
retirement of their senior partner Mr SYDNEY BARLOW, 
M.B.E., Е.С.А., as from December 31st, 1961. Mr 
. Barrow will be available to the firms after his retire- 
ment in a consultative capacity in connection with 
the affairs of their clients. 

Messrs FINCHAM, VALLANCE & Co, Chartered Ac- 
countants of 3 & 4 Clement's Inn, Strand, London 
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WCz, announce that as from January ist, 1962, 
Mr GEOFFREY JOHN Parr, A.C.A., who has been а mem- 
ber of their staff for some years, has been admitted 
into partnership. The style of tke firm will remain 
unchanged and the practice will be carried on at the 
same address by Messrs ARTHUR D. FINCHAM, F.C.A., 
James P. VALLANCE, F.C.A., JAN Г. VALLANCE, A.C.A., 
PETER G. ROBERTS, A.C.A., and GEOFFREY J. PARR, A.C.A. 


Messrs Harvey Preen & Co, Chartered Account 
ants, of Lawrence House, 3 Trump Street, London 
EC2, announce that as from January 1st, 1962, Mr 
R. D. Barrett, А.С.А., and Mr F. W. 'TUNBRIDGE, 
A.C.A., Who have been members of their staff for some 
years, have been admitted to partnership. Mr BARRETT 
will practise from the Yeovil office and Mr 'T'uNBRIDGE 
from the Birmingham office. . ГУ 

Мг Н. А. SMITH, Р.С.А.; practising as RADLEY, 
Ѕмітн & Co, Chartered Accountants, of Devonshire 
House, Great Charles Street, Eirmingham 3, an- 
nounces that as from January 1st, 1962, he has taken 
Mr M. S. THORNTON, F.C.A., into partnership. The 
name of the firm will be unchanged. 

Messrs Joun Gorpon, Harrison, Таүгок & Co, 
Chartered Accountants, of 7 Bond Place, Leeds r, 
announce that Mr LëESLIE 'ГЕМЕЕЗТ, F.C.A., retired 


-from the partnership on December 31st, 1961, owing 


to ill health, after forty years' association with the 
firm. Mr PAUL Duncan TAYLOR, A.C.A., who served 
his articles with the firm, and who is the son of the 
senior partner, has been taken into partnership with 
effect from January rst, 1962. 

Messrs McCLELLAND, Moores & Co, Chartered 
Accountants, Glasgow, announce that Mr J. E. Bovp 
C.A., retired from the partnership on December 31st; 
1961, to take up a full-time appointment with the—- 
Lithgow group of companies. Mr IAN H. OGLE, C.A., 
has been assumed as a partner as from January rst, , 
1962. 

Messrs M. SPENCER ELL & Co, Chartered Account- 
ants, of 81 Bell Street, Henley-on-Thames, and 1 Honey 
Lane, Cheapside, London EC2, announce that as 
from January 1st, 1962, they have taken into partner- 
ship Mr Jack Wyatt, Е.С.А., whc has been on their 
staff since 1953. 'T'he practice will continue to be carried 
on in the name of M. SPENCER ELL & Co. 

Мв E. J. NETTLE, F.C.A., who has hitherto practised 
as E. H. SuggREY & Co, Chartered Accountants, at 
8 Newhall Street, Birmingham 3, announces that he is 
discontinuing the use of this name and that as from 
January rst, 1962, is entering into partnership with 
Mr C. S. Знам, F.c.a. The new firm will practise 
under the name of E. J. NEgTTLE & Co, Chartere 
Accountants, at 36 Bennett’s Hill, Birmingham 2. “ 


Mn C. S. SHaw, Е.С.А., announces that as from 
January rst, 1962, he will practise as NETTLE, SHAW 
& Co, Chartered Accountants, at 36 Bennett's Hill, 
Birmingham 2, to which firm Mr E. J. NETTLE, 
F.C.A., Will act as consultant. : 

Messrs PANNELL, CnEWDSON & Harpy, Chartered 
Accountants, of 9 Basinghall Street, London EC2, 
announce that as from January 136 1962, they have 


~ 
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admitted to partnership in the London firm Mr СЕСИ. 
. HEATHER, Е.С.А., and Mr RicHARD Носн Мозсом, 
F.C.A., both of whom have been members of thei- staff 


у for some years. 


Messrs РОМЗЕОВР, BRADDY & Co, Chartered Account- 
ants, of 28a Basinghall Street, London EC2, announce 
with great regret that MR RICHARD THORPE BAETLEY, 
Е.С.А., died suddenly on December 26th, 1961 The 
practice will be carried on by the remaining pastners. 

Messrs SHARP, Parsons, TALLON & Co, Cha-tered 
Accountants, of Suffolk House, 5 Laurence Pountney 
Hill, London EC4, announce that Mr A. А. Dav, 
Е.С.А., who has been a senior member of thei- staff 
for many years, has been admitted into partnersaip as 
from January Ist, 1962. P. 

Messrs W. H. WALKER & Co, Chartered Account- 
ants, of 42 Castle Street, Liverpool; 6 Iddesleigh 
House, Caxton Street, London; and so Athol Street, 
Douglas, Isle of Man, announce that Mr GECFFREY 
ROBERT LEECE, A.C.A., has been admitted to the partner- 


„a ship as from January 1st, 1962. Mr Leece hes also 


been admitted as a partner in the associated firms of 
Messrs E. C. Price, Son & Кер and Messrs SLADE, 
Lewis & SLADE, both of London. The practice 5f the 
firms will be continued under the same style as 
heretofore. 

Messrs Davin LINCOLN & Co, Certified Accourtants, 
of Victoria House, Southampton Row, Landon 
WC1, and Prudential Buildings, St Andrews Street, 
Cambridge; announce that Miss P. I. BRIDGE, A.A.—.C.A., 
ps been admitted into partnership as from Janua-y rst, 
1962. 


Appointments 
Sir Julian Роде, F.c.a., deputy chairman and mamaging 
director of The Steel Company of Wales Ltd, b»came 
president of the British Iron and Steel Federat on on 
_ January rst, 1962. 


А Mr Walter Charles William Thompson, F.C.L., has 
^" been appointed financial director and chief accoantant 


of Negretti & Zambra Ltd. 

Mr J. Ferguson Smith, F.c.A., has been appointed 
to the board of Vickers-Armstrongs (Aircraft Ltd, 
Weybridge, Surrey, às commercial director. ' 

Mr E. W. Lumb, r.c.a., has been appointed an 
associate director of Blakey's Boot Protectors Ltd. ~ 

Mr]. L. Brooke, B.COM., A.C.A., A.C.W.A., M.B.I.4., has 
been appointed chief accountant of A.E.I. Lamp & 
Lighting Co Ltd, Leicester, from January Ist, 1362. 

Mr Alan A. Wylie, F.C.A„ a director cf the 
Namunakula Tea Estate Co Ltd, will become chzirman 
of the company as from January Ist.. 

Mr P. W. L: Mitchell, F.c.a., secretary of Mansill, 
Booth & Co Ltd, has been appointed a director of the 
company, with effect from January Ist, 1962. 

~ Mr]. A. Goldsmith, M.A., A.C.A., has been appointed 


№ deputy secretary and office manager of The United 


` Steel Companies’ Steel, Peech & Tozer branch. 


Mr P. H. Brealey, B.sc.(ECON.), A.C.A., chief account- 
ant of the Perkins group, has been appointed general 
.financial analysis manager on the Massey-Fe-guson 
group's corporate staff, in Toronto. 
Mr J. F. Harper, c.a., formerly general manzger of 
Bristol Aircraft Ltd, has been appointed managing 
director of that company. 6 
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NEW CHAIRMAN OF LS.H.R.A. 
Mr W. H. Lawson’s Appointment 


Mr W. H. Lawson, C.B.E., B.A., F.C.A., has been ap- 
pointed by the Chancellor of the Exchequer as Chair- 
man of the Iron and Steel Holding and Realization 
Agency in succession to the late Sir Herbert Brittain. 
'The appointment will be for the period from January 
1st, 1962, to June oth, 1963, in the first instance. 

Mr Lawson, who is 62, is senior partner in the firm 
of Binder, Hamlyn & Co, Chartered Accountants, 
and a Past-President and a member of the Council of 
'The Institute of Chartered Accountants in England 
and Wales. Educated at Lancing and Trinity College, 
Cambridge, he served as a delegate on the Austrian 
‘Treaty Commission in Vienna in 1947, was a member 
of the Transport Arbitration Tribunal 1948-57, а 
member of the Purchase Тах (Valuation) Committee 
in 1952 and of the Royal Commission on Local 
Government in Greater London. He is also a member 
of the Jenkins Committee at present inquiring into 
company law, and of the Southern Electricity Board. 


EAST MIDLANDS ELECTRICITY BOARD 
Chartered Accountant Appointed Chairman. 


The Minister of Power has appointed Mr A. N. Todd, 
F.C.A., to be chairman of the East Midlands Electricity 
Board from January rst, 1962, in succession to Mr 
N. F. Marsh, M.A., M.LE.E. 

Mr Todd has been deputy chairman of the London 
Electricity Board since September 1st, 1956, having 
previously been chief accountant of that board since 
1954: After service with Messrs Deloitte, Plender, 
Griffiths & Co from 1929-48, Mr Todd was assistant 
chief accountant and deputy chief accountant of the 
Merseyside and North Wales Electricity Board until 
1951, when he became assistant chief accountant to 
the British Electricity Authority. 


ULSTER RAILWAYS 
Chartered Accountant to Investigate 


Mr Henry A. Benson, C.B.E., Е.С.А., of Messrs Cooper 
Brothers & Co, Chartered Accountants, has been 
appointed by the Minister of Commerce, Northern 
Ireland, to investigate the position of the railways, to 
make recommendations about their future, and to 
report on the effect which the recommendations will 
have on the transport system of the Ulster Transport 
Authority. 


ACCOUNTANCY TUTORS’ SECRETARY 
RETIRES 


We have learned of the retirement of Mr E. G. 
Robinson, А.А.С.С.А., secretary of H. Foulks Lynch & 
Co Ltd, the accountancy tutors. Mr Robinson joined 
the staff of H. Foulks Lynch as secretary after the last 
war, following demobilization from the Army with the 
rank of Major, and is known to many thousands 
of chartered accountants, certified accountants and 
students for the accountancy examinations. His 
experienced advice so readily given was sought by 
principals and their clerks on all matters concerning 
tuition for the examinations. He is succeeded by his 
former assistant, Mr А. С. Wrigglesworth, A.C.1.5. 
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Bernard H. Brigham, F.C.A. 


We have learned with regret of the death on Deceraber 
7th, 1961, of Mr Bernard H. Brigham, F.c.a., formerly 
secretary of the Friends’ Provident, and The Century 
Insurance Co Ltd. 

Educated at Handsworth Grammar School, Birming- 
ham, Mr Brigham served his articles with the firm of 
W. F. Bridgwater & Co, Chartered Accountants, of 
Birmingham, and was placed second in both the 
Intermediate and Final examinations of 'T'he Institute 
of Chartered Accountants in England and Wales being 
awarded the Robert Fletcher Prize. He was admitted an 
Associate of the Institute in 1908 and was elected to 
fellowship in 1941. 

In 1919 ће joined the Friends’ Provident and Century 
Life Office as accountant at their head office in Bradford 
and in the following year he moved to London, where 
a new head office was established. Mr Brigham served 
with the company throughout the remainder oi his 
active career, being appointed assistant general manager 
in 1933 and secretary of the group in 1936, which 
position he held until his retirement in 1952. 

Mr Brigham held a number of directorships, of 
some of which he retained after his retirement from 
full-time business life. 


Arthur Morris Hobbs, F.C.A. 


Tt is with regret that we record the death, at the age of 
74, of Mr Arthur Morris Hobbs, Е.С.А., the senior 
partner of Messrs Hobbs, Peskett & Co, Chartered 
Accountants, of London. 

He qualified as a member of the former Society of 
Incorporated Accountants in 1916 and, after war 
service in France, commenced to practise in London 
in 1919, subsequently being joined by Mr G. A. 
Peskett and Mr G. S. Judd, to form the firm of Hobbs, 
Peskett & Co. 

Mr Hobbs was a members of St Olave's Lodge and 
of the Lodge of Benefaction and holder of London 
Grand Rank. He was a director of William Glass Ltd. 


DOUBLE TAXATION: UNITED KINGDOM AND 
MALTA 


The terms of a double taxation agreement between 
Malta and the United Kingdom are contained in the 
schedule to a draft Order in Council published on 
December roth, 1961. Before the agreement can take 
effect in the United Kingdom it will require the approval 
of the House of Commons. -The agreement relates to 
taxes on income and is expressed to take effect in the 
United Kingdom from April 6th, 1962. 
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NEW FAMILY ALLOWANCES 
AND NATIONAL INSURANCE ACT 


The Family Allowances and Natioral Insurance Bill 


has received Royal Assent and a number of changes in ix. 


the Act will come into operation immediately. They 
include: 


Incapacitated Children 

Children incapable of regular employment because of 
long-term disability can now be counted for family allow- 
ances and national insurance purposes up to the age of 16, 
whether or not they have been able to go to school. 


Industrial Accidents 

Certain additional risks are now covered under the Industrial 
Injuries Scheme. An accident, occurring in the course of 
employment, which results from ano:her person's mis- 
conduct, 'skylarking! or negligence, or is caused by an 
animal, or results from the injured person being struck by 
an object or by lightning can be regarded as an industrial 
accident, provided the injured person did not contribute 
to the happening of the accident by any conduct or action 
unconnected with his employment. 


Special Hardship Allowance Р 
'This allowance under the Industrial Injuries Scheme is to 
compensate people who as a result of :ndustrial injury or 
disease are unable to follow their regular occupations or 
employment of a similar standard. The Act extends 
'regular occupation” for this allowance to include employ- 
ment to which people in an occupation normally advance 
and of which a claimant, had he not been injured, would 
have had at least the normal prospect. А man will now be 
treated as incapable of following his regular occupation so 
long as he is deprived of these prospects because of the 
effects of an industrial accident or disease. 

А similar change has already been made in the adminis- 
tration of the allowance for lowered standard of occupation 
in the War Pensions scheme which is the corresponding 
provision under the Royal Warrants. 


Unemployability Supplement and Workmen’s Compensation 
Supplementation 
The amount a person can earn without affecting his entitle- 


ment to unemployability supplement under the Industrial 1 _ 


Injuries Scheme or the allowance under the Workmen’s 
Compensation and Benefit (Supplementation) Act, 1956, is 
increased from £52 to £104 a year. 

Other changes are dependent on the making of 
Regulations and will be brought into effect at later 
dates. The main ones are listed below, with the 
approximate dates when they will come into operation. 


Workmen’s Compensation 

The Act includes further provision for persons incapacitated 
as a result of injuries or diseases due to employment before 
July 1948, when the present Industrial Injuries Acts came 
into force, The allowance for the totally disabled under the 
Workmen's Compensation and Benefit (Supplementation) 
Act, 1956, is to be raised to 325 6d. The partially disabled 
entitled to workmen's compensation at the maximum rate 
will receive an increase of up to ros in ex:sting supplementa- 
tion, where they were injured before 1924, or a new allow- 
ance of up to 105 where their injury was later. The benefit 
for partially disabled persons (mainly pneumoconiotics) 
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coming within the special schemes made under the Indus- 
оаа Acts, 1951 and 1954, is to be increesed by 
75 

‘These changes will affect some 20,000 people. It isexpec- 


° ted that those affecting the totally disabled will come into 


operation on January 17th. No application for irreases 


of their existing supplements will be needed; the order. 


books of those qualifying will be adjusted by the Ministry. 
Those changes affecting the partially disabled are subject 
to schemes requiring the approval of Parliament acd it is 
hoped that they will become operative on February „Већ. 


Retirement Pension Increments for Certain Widows 


There will be improvements in the total retirement pension 
which some husbands; who defer their retirement зеуопа 


65 for periods after December 25th, 1961, can е-гп for . 


their wives, in widowhood. 

For every twelve contributions a husband paid xluring 
deferred retirement after August 1959, and before Фесет- 
ber 25th, 1961, he can earn, for his wife's retirement pension 
on his insurance, an increase of 6d during his lifeti-ne and 
15 on widowhood, provided she herself was ower the 
minimum pension age of бо at the time they wer paid. 


Z^, Under the new provisions, for such contributions paid on 


or after December 25th, 1961, a husband can, in acdition, 


earn а 6d increase for her retirement pension in widcwhood . 


for every twelve of these contributions he pays whil= she is 
under 60. (Note: The new arrangements do not alte- either 
the retirement pensions payable during the hu band's 
lifetime or the amounts payable where the wife was ~ver 60 
throughout the husband's deferred retirement.) 

A further improvement will provide a widow who be- 
comes entitled to retirement pension on her own inzurance 
with half of all the 1s increments which her husband earns 
by deferring retirement and paying contributions on or 
after December 25th, 1961. She can receive these in addition 
to any increments which she may earn by deferring Бег own 
retirement and paying contributions beyond age 6o. 


CENSUS OF DISTRIBUTION 
AND OTHER SERVICES FOR 1961 


25 Forms for the census of distribution covering trade in 


1961 have been sent out this week to half a million 
Shopkeepers throughout the country. 

'The prompt return of completed forms will -educe 
the cost of taking the census, states the Board of T'rade, 
and increase its value by enabling the results. to be 
published earlier. Estimated figures are acce»table, 
and it is not necessary to wait until final accouats are 
prepared. The census form asks traders who Intend 
to have their forms completed by accountants to 
pass them on at once, having first answered tbe ques- 
tions relating to the description of the business, the 
persons engaged, and the kinds of goods sold. 

Returns should preferably be made for the cdendar 
year 1961 even where this is not a firm's business year; 
but if this is difficult a business year ending nct later 
than April sth, 1962, may be used. If the retura is to 
be made for a business year ending later than Deaember 
31st, 1961, the form should be completed and reurned 


Я as soon as possible after the end of the business year. 
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'he census of distribution for 1961 will provide a 
full analysis of retail business for the first time since 
the census for 1950, which was the first to be taken. 
All traders are being asked to give a description of 


their business, and to state their total turnover, the 


number of persons working in the business, and 
whether certain kinds of goods were sold. Other 
information will be obtained from a sample of traders 
only. 

The census is being taken under the Statistics of 
Trade Act, 1947. The information given will be treated 


in strict confidence and will be seen only by the staff 


of the Statistics Division of the Board of Ттаде. Under 
no circumstances will information about an individual 
trader's business be disclosed to any other Government 
department. 

If a trader or his accountant thinks the wrong form 
has been sent or that the business concerned is exempt 
from the census, he should return his form to the 
Census Office at once, explaining the circumstances. 
Anyone engaged in retail trade who has not received a 
census form may obtain one from the Census Office, 
who will also be glad to answer any questions about 
the completion of the forms. The address of the Office 
is as follows: Board of Trade, Census Office, Eastcote, 
Ruislip, Middlesex. Telephone: Pinner 8771, Ext. 
227. 


SOUTH WALES AND MONMOUTHSHIRE 
SOCIETY 
New Secretary 
'The new honorary secretary of the South Wales and 
Monmouthshire Society of Chartered Accountants, 
as from January 13%, 1962, is Mr Howard N. Jones, 


` B.A.(ECON.), A.C.A., of Messrs Horace Jones & Co, 63 


Park Place, Cardiff. 


CITY DISCUSSION GROUP 


'The next meeting of the City Discussion Group of 
Chartered Accountants will be held on Wednesday 
next at 6 o'clock for 6.30 p.m. at the Tiger Tavern, 
r Tower Hill, London EC3. The topic for discus- 
sion will be 'Are accountants more progressive in 
North America than here', introduced by Mr John 
Smurthwaite, А.С.А. 


INCOME TAXES IN THE COMMONWEALTH 


Several inquiries have been received regarding the 
availability of reprints of the eleven-page study on 
‘Income Taxes in the Commonwealth’, published in 
The Accountant of November 25th, 1961. We are 
prepared to supply reprints, if the demand is sufficient, 
at the price of r5s for ten copies (minimum order). 
Other interested readers should write to the Editor at 
151 Strand, London WC2. 


MOTOR — FIRE — CONSEQUENTIAL LOSS. 
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THE INSTITUTE: ОЕ INTERNAL AUDITORS 
| Birmingham Chapter 


'The next meeting of the Birmingham Chapter of The 
Institute of Internal Auditors will be held at the Char- 
tered Auctioneers’ and Estate Agents’ Institute, Regent 
. House, St Philip's Place, Colmore Row, Birmingham 3, 
on Thursday, January 11th, 1962, at 6.30 p.m. Light 
refreshments will be available from 6 p.m. Three 
short talks will be given by Chapter members, they are: 
“Varying the approach’, by Mr D. Lawrence; 
‘Communications’ by Mr H. J. Lorton; and 
‘Separation of duties’, by Mr F. W. Smith. 
Inquiries regarding the activities of the Chapter 
should be addressed to the Secretary, Mr R. C. J. 
Lucas, West Midlands Gas Board, 39/41 Hagley Road, 
Birmingham 16. 


CONFERENCE ON USE OF RESOURCES 


A one-day conference on ‘Planning for maximum 
profits’ intended for accountants, directors and senior 
managers is to be held at the Connaught Rooms, Great 
Queen Street, London WC2, on January 11th, 1962. 

Organized by the British Institute of Management, 
speakers will include Mr H. L. Bingham, director and 
financial controller, Viscose Division, Courtaulds Ltd, 
who will examine the most effective use that can be 
made of available resources at a' time of shortage of 
capital, aggravated by the credit squeeze, Mr W. J. 
Lloyd, managing director, Wood Hall Trust Ltd, will 
discuss how to sell at the right price, the right kind of 
products in the right market, and Mr H. H. Norcross, 
F.C.W.A., managing director, Norcross & Partners Ltd, 
will examine how overheads can be controlled without 
hindering growth and development at a time when 
automation and rising prices bring a rapid increase 
in costs. The chair will be taken by Mr R. F. Hunt, 
A.F.R.AE.S., A.F.C.AE.L, deputy chairman, Dowty Group 
Ltd. 

Further details regarding the conference are obtain- 
able from the British Institute of Management, 80 
Fetter Lane, London EC4. 


OFFICIAL RECEIVER APPOINTMENTS 


The Board of Trade have announced that the appoint- 
ment of Mr D. Atkinson as Official Receiver for the 
bankruptcy district of the County Courts of Carlisle, 
Barrow-in-Furness and Ulverston, Kendal, White- 
haven and Millom, and Workington and Cockermouth 
expired on December 31st, 1961. 

The bankruptcy district is now administered within 
the salaried service of the Board of Trade. Mr W. 
Armstrong, the Official Receiver for the Newcastle 
and Stockton districts, with an office at Clarendon 
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House, Clayton Street West, Newcastle upon Tyne 1, 
will also be the Official Receiver fo> the bankruptcy 
district of the County Courts of Carlisle and Working- 


ton and Cockermouth. Mr J. Tye, the Official Receiver 5, 


for the Manchester ‘В’ district, with an office at 20 
Byrom Street, Manchester 3, will also be the Official 
Receiver for the bankruptcy district of the County 
Courts of Barrow-in-Furness and Ulverston, Kendal, 
and Whitehaven and Millom. 

It is also announced that Mr K. H. Bidmead, an 
Assistant Official Receiver for the Newcastle and 
Stockton districts, has been appoirted an Assistant 


Official Receiver also for the bankruptcy district of the ` Ë 


County Courts of Carlislé and Workington and. 
Cockermouth with effect from January 1st, 1962, and 
that Mr J. A. Sell, an Assistant Official Receiver for 
the Manchester ‘B’ district, has been appointed an 
Assistant Official Receiver also for the bankruptcy 
district of the County Courts of Barrow-in-Furness 
and Ulverston, Kendal, and Whiteheven and Millom, 
with effect from January 13%, 1962. , 


ANNOTATED TAX CASES 


‘Part 6 of Volume XL of the Annotated Tax Cases, 


edited by Mr Peter Rees, of the Inner Temple, 
Barrister-at-law, is published todey and contains 
reports with notes on the judgments of the following 
cases: СЛ. v. Ў. B. Hodge & Co (Glasgow) Ltd 
(H.LJ; Hutton v. Hutton (No. 2) (С.А.); Jamieson v. 
CLR, Wills v. C.I.R. (Ch.D.); Coates v. Holker 
Estates Company (Ch.D.); 
International News Film Agency Ltd v. Mahany 
(Ch.D.); Rae v. Lazard Investment Co Ltd (Ch.D.); 
Brogan v. Stafford Coal and Iron Co Ltd (Ch.D.); 
De Veil v. Welford Gravels Ltd (Ch.D.); Erddig Motors 
Lid v. McGregor (Ch.D.). 

The annual subscription to the Annotated Tax Cases 
is 50s post free; the publishers are Gee & Co (Pub- 
lishers) Limited, 151 Strand, London У/С2. 


THE ACCOUNTANTS’ DIARIES 


Users of The Accountants’ Diaries are asked to note 
the following amendments: 


Foolscap, page 50: Pocket, page 181: 


ЗЕ per cent; the rate as at August 12th, 1961, was 31 
per cent, not 3 per cent as shown. 

Foolscap, page 63; Pocket, page 137: Yorkshire Insurance 
Co Ltd; last declared bonus rate m the Endowment 
Assurance table is misprinted sos; the rate should be 
60s as shown ir: the Whole Life table. 

Fooiscap, page 124; Pocket, page 284: Annual meeting of 
The Institute of Chartered Accouatants in England 
and Wales is now to be held on Thursday, May згд, 
and not on May and. 
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ROYAL EXCHANGE 


INCORPORATED A.D. 1720 


ASSURANCE : 


Accountants are 
invited to apply for the 
Corporation’s Agency. 


Heap Orrice: ROYAL EXCHANGE, Гомром, Branches throughout the Country. 
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Small Estates: Grants of 
Representation 


RDINARILY a grent of representation in respect of the 
estate of a deceased person must be obtained at either the 
principal registry or one of the district registries or sub- 
registr:es — there are in England and Wales twenty-six of the 
former and seven of the latter — of the Probate, Divorce and 
Admiralty Division of the High Court. While no particular 
difficuity attends the obtaining of a grant in a straightforward 
case, a simpler and cheaper method of taking out representation 
has lomg existed in the case of very small estates, the procedure 
being то apply to an officer of Customs and Excise in England or ` 
Wales, within which there are 273 offices of H.M. Customs and 
Excise approved for the receipt of applications for grants. of 
representation. 

In the case of a deceased person who died on or after June rst, 
1881, and before August 2nd, 1894, the procedure in question 
was available only if the gross personal estate (exclusive of property 
settled otherwise than by the will of the testator) did not exceed 
£300 (Customs and Inland Revenue Act, 1881, section 33). In the 
case of persons dying on or after August 2nd, 1894, the procedure 
was extended, by section 16 (1) and (2) of the Finance Act, 1894, 
to cases where the gross value of the property, whether real or 
personal, did not exceed £500. This limit remained in force until 
the Sraall Estates (Representation) Act, 1961 (which received the 
Royal Assent on July 19th last), was brought into force on January 
Ist, 1962, by the Small Estates (Representation) Act (Commence- 
ment) Order, 1961 (S.I. No. 2147 of 1961). 

Section 1 (1) of the Act of 1961 provides that the limits on the 
operaton of section 33 of the Act of 1881 (as subsequently 
amended) shall be that the value of the net estate is less than. 
£1,00c and that the gross estate is less than £3,000, and provides 
for the consequential amendment of various statutes which are 
specifizd in the First Schedule. Subsection (2) of section 1 pro- 
vides that 'gross estate' means the aggregate of the property real 
and personal (but excluding property settled otherwise than by 
the wi.lof the deceased) in respect of which estate duty would be 
payabb if the duty were payable in respect of estates however 
small -he principal value thereof, and that the value of the net 
estate .s to be taken to be the amount appearing from the affidavit 
for the Commissioners of Inland Revenue referred to in section 30 
of the Act of 1881 to be the value of the net real and personal estate 
passinz under the grant of representation. The Act of 1961 has, 
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however, no application where the death occurred 
before April roth, 1946 (section 3 (3)), so that the 
limit provided for by the Act of 1894 is still 
applicable in a case — and such a case will obviously 
be extremely rare — where a grant is sought in 
respect of a deceased person who died before 
that day. 

The Act of 1961 applies to Scotland, which 
has legislation parallel with the Acts of 1881 and 
1894, and where application may be made either 
to an officer of Customs and Excise or to the 
sheriff clerk. It does not apply to Northern Јте- 
land, save that section 3 (5) enables the Parliament 
of Northern Ireland to pass similar legislation. 

Clearly the time for increasing the £500 limit 
had come, and the increase to £1,000 net is not a 
large one bearing in mind the difference in the 
value of money between 1894 and today. The 
limit of £3,000 has been selected for two reasons. 
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First, if the gross value of an estate exceeds £3,000 
but the net value is less than £1,000, it is likely 
to be fairly heavily encumbered, in which case 
there may be legal complications which can be 
dealt with more satisfactorily in a probate 
registry than in a Customs and Excise office. 
Secondly, no question of estate duty assessment 
arises in the case of an estate within the £3,000 . 
limit, since section 32 of the Finance Act, 1954, 
exempts from estate duty an estate the principal 
value of which does not exceed £3,000. 

Section 2 of the Act of 1961 provides for the 


replacement of the fixed fee of 15: laid down by 


section 33 (1) of the Act of 1881. The Supreme 
Court (Non-Contentious Probate. Fees Order, 
1961 (S.I. No. 2186 of 1961), made under section 
213 of the Supreme Court of Judicature (Con- : 
solidation) Act, 1925, substitutes a sliding scale 
of fees. 


Research Activities 
| under the Microscope 


of the adequacy of research and develop- 

ment activity in Britain in .the face of 
American and European competition. Informa- 
tion as to the recent extent of such activity was 
derived mainly from surveys made by the 
Department of Scientific and Industrial Research 
in 1955 and 1958, but indications of the quality 
and effectiveness of research and development 
effort were difficult to establish. 

A considerable accession of knowledge is now 
provided by the publication of the results of a 
survey carried out during 1959-60 by the Federa- 
tion of British Industries, in conjunction with the 
National Institute of Economic and Social 
Research.! 'The figures quoted are derived from 
Е.В.І. members only, but comparisons with 
earlier surveys indicate that these firms account 
for more than 9o per cent of the research and 
development expenditure of all manufacturing 
industry. 


| e some years there has been discussion 


Within the framework of F.B.I. membership, 


l Industrial Research in Manufacturing Industry, 1959-60. 
Federation of British Industries, 21 T'othill Street, London, 
SW1, Price 405. 


revenue expenditure on research and develop- 
ment із now estimated at £250 million per annum 
— a fourfold increase over ten years. 'T'otal person- 
nel employed in these activities has doubled 
over the same period. 'The distribution by 
industry of this expenditure may b» summarized 
as: 


£ 

Aircraft .. 89,000,000 
Electrical engineering 55,000,000 
Other ‘research industries’ 

(chemicals, man-made fibres, 

general engineering, metal 

manufacture, and vehicles) .. 83,000,000 
All other (‘traditional’) indus- 

tries z - 


23,000,000 


£250,000,000 





About two-fifths of the total is Government 
financed, the preponderant sharzs going to 
aircraft and electrical engineering. 


re 


PO 
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More than бо per cent of the firms reported 
plans for expansion of research and development, 
but it is obvious that a major limiting factor is 
shortage of qualified manpower. At the Cate of 
reporting there were over 2,000 vacancies for 
qualified scientists and engineers, representing 
some 134 per cent of existing establishments. 
А possible means of economizing scientific man- 
power might be greater use of research associa- 
tions, expenditure through which (excluding the 
aircraft industry) amounted to only 4 per cent of 
the total research expenditure of the reporting 
firms. Comments submitted on the service; given 
by research associations, however, indicated that 
in many cases only background information 
was being provided, or that the associations’ 
research effort was in some way inadequate. 


Accountants, no doubt, will be most intzrested 
in using the report as a yardstick against waich to 
measure the performance of the firms with which 
they are connected. Four sets of figures give 
guidance in this respect: 


(z) Ratios of research and development эхреп- 
diture to net output and to total payroll. 


(2) Percentages of research and develcpment 
expenditure on various stages of research 
and development. 


The report indicates that 64 per zent of 
research effort was reported as “basic 
research’, 37 per cent as new product 
development, 41 per cent as improvement 
of existing products, and 15% per cent as 
technical services and miscellaneous. 


(3) Indications of the extent to which research 
and development expenditure is useful, in 
the sense of finding a commercial applica- 
tion. 

Overall some 18 per cent of total expen- 
diture was reported as abortive n this 
sense. | : 


The fact that the percentages were 
higher for smaller than for larger firms, and 
that in certain industries percenteges in 
excess of 50 per cent were returned, may 
indicate that much effort is in some way 
misdirected. 


The N.LE.S.R. commentary cogently 
suggests that to realize research and dəvelop- 
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ment potential firms must have qu 
people in management and produ. 
capable of seeing and using the potent. 
gains. | 


~ 


(4) Correlation between research and develop- 
ment expenditure and growth and profit- 
ability. 

The conclusion from the information 
provided is that although there is a general 
positive association between the factors, 
and in a few cases this is significant, no 
causal relationship can be generally estab- 
lished. The greater part of the difference 
between firms in rates of growth and 
profitability is probably due to factors other 
than differences in the amount of research 
and development. 


A disappointing reflection on the state of 
industrial accountancy is provided by the report 
on criteria used in choosing research projects 
and in measuring the return from such projects. 
Only seventy-five firms (apparently about 10 per 
cent of the total) acknowledged any specific 
criterion for choosing projects, normally the 
relationship between forecasts of cost and profit; 
and only thirty-nine reported any method of 
measuring return after the research work had 
been completed. 


It is possible that these replies are not fully 
representative, but it would obviously be helpful 
to accountants in industry and to the profitable 
utilization of research and development effort in 
the country if one of the professional bodies 
could contrive the wider dissemination of infor- 
mation on methods of control currently in use. 


Only a minute part of the wealth of information 
contained in this report has been mentioned, but 
one further comment demands quotation: 


‘Concentration on basic research is an effect 
of our failure to develop appropriate methods 
of training and selecting managers. The num- 
ber of research managers with a grasp of the 
principles of organization and of the economics 
of research is small.’ 


We trust fervently, in the face of the facts 
adduced, that this last statement is not true also 
of members of the accounting profession. 
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Coding Notices 


by FÉLICE V. SLADE, A.C.A. 


straightforward matter but in unusual 
circumstances some difficult points can 
arise which call for a sound knowledge of the 
machinery of the Pay-as-you-earn system and, 
in particular, of the Тах Deduction Tables. 
There are two basic principles to remember. 
Firstly, the 'free pay' figures shown by Тађе А 
represent the taxpayer's total allowances grossed 
up by the fraction 9/7ths to give earned income 
relief to the extent of those allowances. Secondly, 
Table B then automatically allows further relief 
on the taxable part of the income. 
Various circumstances which call for special 
adjustments to be made in a coding notice will 
now be considered separately. 


( mes a coding notice is normally a 


1. Earned Income in Excess of £9,945 


It is important to remember that Table B alone 
gives earned income relief up to the full limits 
provided by the Income Tax Act, i.e. at 2/gths 
on income up to £4,005 and at 1/9th on further 
income up to £9,945. Accordingly, where the 
income exceeds these limits and personal allow- 
ances are due, it is obvious that Tables A and B 
together can operate to give excess earned income 
relief. То prevent this a deduction for “earned 
income relief restriction’ is made in the coding. 

If the earned income exceeds £9,945, the 2/gths 
relief given on the “coded allowances or on the 
excess income, whichever is the less, must be 
withdrawn. In other words, the deduction (in 
terms of allowances) to be made in the coding 
notice is 2/9ths of the total coded allowances, the 
formulà for that adjustment being: 


‘Free pay'-9/7ths С.А. (coded 
allowances) 


Earned income relief allowed in free 
рау = 9/7ths С.А. - С.А. = 2/5ths С.А. 


"Therefore deduction (in terms of 
allowances) to be made in coding — 
7/9ths x 2/7ths С.А. = EM C.A. 


2. Earned Income between £4,005 and £9,945 


What one has to do in this instance is to substitute 
earned income relief at 1/gth for 2/gths on the 
coded allowances or on the income in excess of 


£4,005, whichever is the less. In this case the 
deduction, in terms of allowances, is 1/8th of 
those coded, the formula being as follows: 


Earned income relief allowed at 2/9t3s 
in free pay is, as above 
9/7ths С.А. - С.А. = 2/zths С.А. 


Amended earned income relief at 
1/gth = 9/8ths С.А. - С.А. = r/8th C.A. 


Excess earned income relief —2/7ths 


С.А. -i/8th С.А. = 9/56%8 C.A. 


Therefore deduction (in terms of 
allowances) to be made in coding — 
7/9thsx9/s6ths С.А. = 1/8th C.A. 


3. Charges Exceeding Earned Ir come 


If a taxpayer's charges exceed his unearned in- 
come ће is allowed earned income relief only on 
the earned income as reduced Ly the excess 
charges. But as the tax tables automatically allow 
earned income relief on the full amount of the 
earnings a restriction has to be made in the coding 
to avoid an excessive allowance. 


Example: 


A single man earns a salary of £1,650, receives 
taxed investment income of {150 (gross) and 
pays loan interest of 2400 (gross). 

The amount on which earned income relief 
must be restricted is £250, i.e. loan interest £400, 
less taxed investment income £150. 

'The coding then becomes: 


Personal allowance £140 
Earned income relief E 2, 'oihs of 

Í250  .. 2$ 2 а T 56 
Allowances to be set against pay £84 


4. Expenses Restricting 
Earned Income Relief 


Because the tax tables automatically give earned 
income relief on the full amount of the gross pay, 
whereas a taxpayer is entitled to relief only on his 
net earned income (i.e. after deduct-ng expenses), 
only 7/93 of the expenses should be included 
in the coded allowances. 


p 


«e- 
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5. Allowances Exceeding the Maxinum 
Covered by the Highest code Number 


_ Example: 
™ Married man with two children aged 14 and 16 


^^ 


= 


(still at school) respectively, life assurance -elief 
due on £150, retirement annuity premium 
£750 p.a. (all allowable). 

The allowances for inclusion in the ccding 
notice are firstly calculated as follows: 








£ 
Personal allowance 240 
Child allowance 275 
Life assurance 150 
Retirement annuity premium 750 
1,415 
Less Family allowance 7/9ths £20 16 
£1,399 








But the maximum code number provided for 
in the P.A.Y.E. system is No. 225 which is 
equivalent to allowances of £1,062—£1,067. 

As the total allowances in the example cbove 
exceed the maximum shown in the list of codes by 
some £334 the Inspector of Taxes will issu: two 
compensating instructions to bring the P.A.Y.E. 
treatment into line with the circumstences. 
Firstly, he will deduct, say, £334 “maximum code 
restriction' from the total allowances of £1,399 
thereby reducing the total to £1,065. 

Secondly, to compensate for this deprivation 
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the inspector will issue instructions tc the ` 


employer to apply the tax tables (code No 225) 
only to the remuneration as reduced by £3: 4 per 
annum or by, say, £28 per month. 

The ‘maximum code restriction’ is therecore a 
technical adjustment which, provided the com- 
plementary instructions to the employer are 
correctly carried out, will ultimately ha-e no 
effect on the amount of income tax decucted 
from the remuneration. 


6. More than one Employment 


As the tax tables treat each’ employment as if 
it were the sole source of income of the tax»ayer, 
it is obvious that some adjustment must be made 
where there are in fact several employmeats, to 
avoid an excess allowance of earned income relief 
and reduced rates relief. A variety of m-thods 
are available to achieve this end. 

A principal source of income may be sr lected 
and the other sources may be either charzed at 
the standard rate (a special ‘S.R.’ coding is 
notified) or exempted altogether from decuction 


^3 


of tax (in which case a ‘N.T.’ code is notified). 
In the first instance, which is probably the most 
usual, the earned income relief based on an 
estimate of the prospective subsidiary income 
(within the total limit of such relief) is added to 
the total allowances determining the code of the 
principal source of income. In the second instance, 
the coding for the principal source is modified 
to take into account the liability on the subsidiary 
income; for example, if the principal source is 
sufficient to absorb the full reduced rates relief, 
the amount of the subsidiary remuneration, less 
earned income relief thereon, is deducted from 
the coded allowances for the principal source. 

It is not usually practical to divide the reliefs 
and issue two ordinary code numbers, as 
difficulties arise over the reduced rates relief, but 
sometimes this is done. 


Example: 
Single man earns the following: 


Source 1 Salary £950 Jess expenses [150 
» 2 » £420 , » 100 
3 3 » £100 
Life assurance relief due on £63. 
In such a case the codings (which have been 
chosen to illustrate the point rather than to show 
the most practical method) might be as follows: 


Source 3 
Earned income relief only, 
Source 2 
Expenses {100 less earned in- 
come relief [22 .. 
Personal allowance .. 


== Codeo 


£78 


140 





[218= Code 56 





(Earned income relief and reduced rates relief 
given automatically). 


Source 1 
Expenses Дт 50 less earned in- 
relief £34 £116 
Life assurance e relief - is 63 
179 
Less: Double reduced rates res- 
triction (see below) 68 


Áirrze Code 24 
(Earned income relief and reduced rates relief 
given automatically). 


In the example above, if the restriction of £68 
had not been made in the coding for the salary 
from source I an excessive amount of reduced 
rates relief would have been given in respect of 
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the remuneration from sources 1 and 2. The 
restriction is calculated as follows: 


£ £ 

Salary(2) .. 55 420 
Less: Earned income relief - 94. 
Allowances (as above) .. 218 

— 312 

£108 

£ + а 

Chargeable – £60 at 15 gd. .. А 5 50 

£48 at 483d .. Hm IO 4 O 

Tax recovered by coding .. 15 до 

But the correct liability is £108 at gs od 41 17 O 

"Therefore the undercharge i is £26 8 o 


which is approximately equal to £68 at 7s 9d 


. In any event it is the practice for the Inspector 
of the General Claims District to, allocate the 
various allowances and to notify his colleagues 
in the Districts in which the subsidiary sources 
of income arise, of any restrictions that may be 
necessary in the codings in those Districts. 


. Remuneration Paid to a Non-resident 
British Subject 


A non-resident British subject is entitled, under 
section 227 of the Income Tax Act, 1952, to 
proportionate allowances and this restriction of 
allowances must of course be reflected in the 
coding for any United Kingdom source of earned 
income. The practice in such a case is for the 
Chief Inspector of Taxes (Claims) first to estimate 
the total income tax liability for the year in 
question, based on the anticipated earnings, and 
then to calculate the coding from that estimate. 


Example 
NON-RESIDENT ARMY OFFICER 


Liable income and charges 1960-61: 

Service pay £1,740; Uniform allowance £40; 
Family allowance 220; Untaxed interest £34; 
Taxed dividends £187; National Insurance Con- 
tributions £11= £1,930. 


Non-liable income: 
Foreign dividends £792; 3$ per cent War Loan 
interest £38= £830. 


Allowances: 

Personal allowance £240; Child allowance Paso; 
Dependent relative relief £60; Life assurance 
£75=£575- | 
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Estimate of liability: £ £ 
Liable income .. T i 1,930 
Non-liable income ijs 25% 830 

: 2,760 X 
Earned income relief (2/gths of 
£1,720) .. ~: s. .. 383 
Other allowances . >.. ne 575 
— 958 
1,802 
Chargeable at reduced rates... 360 
Chargeable at standard rate £1,442 
£ os: а 
Tax payable at reduced rates .. 84 o o 
Tax payable at standard rate 558 15 6 
£642 15 6 
£ s d 
Proportion applicable to lizble - 
income 1930/2760 of £642 156 449 9 6. 
Less Tax deductible at source 
from dividends - £187at7:9d 72 9 3 
Estimated liability to be deducted 
from Service pay 4377 9 3 


The following calculation is then made to 


determine the amounts to be charged at the _ 


reduced rates and standard rate, respectively, in 
order to collect, as nearly as possible, the sum 
of £377 os 3d arrived at above: 








£ s d 

£360 at reduced rates 84 o o 
756 at standard rate 292 19 O 
£3,116 £376 19 о 


Bearing in mind that the ‘gross pay’ is £1,740 
and the taxable income according to the foregoing 


‚ calculation is £1, 116, it is then a simple matter 


to compute the proportionate allowances, thus: 


% 
Gross Service pay ~ .. 1740 5 
Less Earned income relief as s 397 


1,353 
Deduct Amount to be charged as above — 1,116 





Net allowances due 


£237 


Е) 


. Я 


V, 
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The coding notice will then read as follows: £ 


Uniform allowance £40x as s 32 
Personal allowance У se 240 
Child allowance г. a > 200 
Dependent relative x E .. бо 
Life assurance. E 75 
National Insurance Contributions Es II 


Less Interest .. £34 
Family allowance [20 x 7198 16 
Section 227, Income Тах Act 


1952 adjustment 331 


E: 
ix 

(as above) 
Code No. 64 


Allowances to be set against Service pay 


8. auderent of Tax Brought Forward 
| from Previous Year 


Tax underpaid under P.A.Y.E. for any year may 
be recovered by reducing the total of the allow- 
ances to be included in the coding for a subsequent 
year. The amount to be deducted is the sum, 
tax on which would equal the underpayment at 
the rate for the year for which the coding is being 
calculated (not the year in which the underpay- 
ment arose) and at the highest rate likely to be 
applicable. The aim is so to adjust the coding 
that the tax deductible (and not merely the 
'taxable pay") is increased by a certain amount. 
In order to do this, it is necessary to deduct 
from the allowances 2} times, 3 times, 44 times 


ог g times the amount of tax underpaid, depend- _ 
ing on whether the particular employee’s highest 


rate of tax is 7s да, 6s 3d, 45 3d or 15 94, гез- 
pectively. 

Any practitioner who has frequently to check 
coding notices may find it worth while to draw 
up a simple graph for working out the number of 
times by which an underpayment should be 
multiplied in any particular instance. The graph 
will save him the trouble of working out the 
highest rate of tax in each particular instance – 
admittedly a simple enough task, but one that 
involves (a) calculating the appropriate earned 
income relief, (5) deducting this relief and the 
total allowances from the gross pay and (c) 
ascertaining, from the resultant taxable pay, 
what is the highest rate of tax payable.. 


Such a graph is illustrated herewith and it will, 


be seen that one merely has to pinpoint on the 
graph by reference to (1) the gross pay, and (2) 
the total coded allowances of the particular 
individual, to ascertain by how many times the 
underpayment should be multiplied for deduc- 
tion in the coding notice. 


January 13th, 1962 


Thus a taxpayer earning {850 with total 
coded allowances of £480 must have his under- 
payment multiplied 44 times for deduction in his 
coding. 


9. Reduced Rates Relief on Taxed Dividends 


If it appears that part of the Zirst £360 of an 
employee’s taxable income will consist of divi- 
dends from which tax is deductible at source, a 


_ provisional allowance is given in the coding for . 


‘Reduced rates relief on dividends’. 


Example 


Married man (no children) earns £700 for 1961- 
62 and is expected to receive taxed dividends of, 
say, £300 (gross). 
The estimate of his Schedule E liability for the 
year will be: | £ £ < 
Salary 700 
Yos Earned income relief | 
National Insurance Contr-bu- 
tions. са І 
Personal allowance | 


156 


£ 
Chargeable at 15 94 бо .. a — о 
Е » 45 39 150 .. .. = 3117 6 
M » 6534 76 .. ae о 


[286 


Less Balance of reduced rates relief 
against dividends £74 (£150— 
£76) at 15 6d уж O 


455 6 6 


The taxpayer's highest rate of tax on his salary 
is 6s 3d and his coded allowances are therefore ` 
increased by a sum, tax on which at 6s 3d will 
equal as nearly as possible the balance of the 
reduced rates relief. Тах on [17 at6s 3d is £5 6s за 
and £17 should therefore be added to the coded 
allpsrancés, 

Another way of looking at this point is to 
regard the balance of the reduced rates relief 
of £5 irs as if it were an overpayment of tax < 
brought forward from an earlier year. The graph 
previously described shows that if the gross pay 
is Длоо and the coded allowarces £258, the 
overpayment must be multiplied three times for 
inclusion in the coding notice. If one multiplies 
£5 115 by three one gets the same answer of £17 
(to the nearest £) for inclusion in the coding. 


= 
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-Notes on Information Required 


from Companies Seeking Quotation 
on the London Stock Exchange 


Љу J. A. HUNTER, M.B.E., T.D. 


Exchange is to provide an efficient market for 
the purchase and sale of securities. An efficient 
market can only operate when all who use it һауе 
confidence that within reason they are in possession 
of the same facts as their opposite number in a 
bargain. The availability of all relevant informztion 
concerning the quoted securities and the speedy 
dissemination of that information are two important 
factors in the maintenance of an efficient market. 
Of the 9,355 securities quoted on the Stock Exchange, 
London, at March 31st, 1961, 8,470 were securities 
relating to companies. 


T main purpose of the London Stock 


Educating Investors 


The stock exchange attaches great importance to 
the very high standards of investigation carried out 
and the accuracy of the information supplied by the 
issuing houses, sponsoring brokers, reporting account- 
ants, solicitors and others who are engaged in the 
pipes of prospectuses and statements of 
information as a preliminary step to an application 
2 for quotation. 'The stock exchange does not, how- 
ever, rely solely on the fact that the economic and 
financial aspect of the company has been examined 
by a reputable institution. Nor by granting a quota- 
tion does it guarantee the worthiness of the security 
or the company. Instead it works on the basis that ail 
the relevant information must be available to enable 
the investor to judge the merits of the security. Опсе 
the information has been made available through the 
stock exchange the onus is put on the potential 
investor to draw his own conclusions. This appreach 
develops a greater sense of shareholder responsibility 
and encourages a keener interest in investment. The 
encouragement of these responsibilities and interests 
are important because the holders of Ordinary, 
Deferred, and Founders shares are joint proprietors 
$: the business and will be called upon from time to 
time to exercise their vote in a responsible manner. 
By educating investors in this way it becomes more 
difficult to market doubtful propositions to the public. 
In order to ensure that sufficient information is 
sent out the stock exchange requires the documents 
which relay the information to be submitted in draft 
form. The documents are then examined by officials 
who check that the requirements which are contained 


in Appendix 34 to the rules and regulations of the 
stock exchange are complied with. A records depart- 
ment is maintained which checks on the personalities 
connected with the company. 

These draft documents are treated in the strictest 
confidence and, in order to ensure that all the stock 
exchange requirements are complied with, they are 
normally lodged a number of weeks before being 
published. 


Types of Application 

The securities in respect of which this information 
must be given fall into three groups. In the first 
group are applications by companies no part of 
whose share or loan capital is already quoted, i.e. 
original applications. In the second group are appli- 
cations by companies part of whose share or loan 
capital is already quoted. In the third group are 
applications of companies wishing to issue securities 
which will become identical with existing quoted 
securities. If none of the securities is already quoted 
information about the activities of the company in 
addition to the information about the securities is 
required by the stock exchange. These requirements 
are additional to the conditions set by law which 
must also be complied with. 'T'he formal details such 
as the capital, rights appertaining to the security, 
details of the names of directors and relevant parts 
of the articles of association, statutes, trust deed or 
other regulations must, of course, be given. 
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However, in order to enable the potential investor 
to assess the merits of the security the following 
information must also be given; the profit figures 
of the company and its subsidiary companies (if any) 
for the preceding ten years in order to enable the 
trend to be judged; a description of the business and 
its products; the management; the assets and lia- 
bilities of the group (if a holding company) and of 
the company. With regard to this last point only 
certain types of companies are by law allowed to have 
secret reserves. The assets appertaining to the differ- 
ent sorts of business are also shown. The report on 
assets and liabilities must include a valuation of the 
stock and work in progress supported by a statement 
from the reporting accountants to the stock exchange 
that they are satisfied that they have been properly 
taken and valued throughout the period in question. 
In the case of a property company, an up-to-date 
valuation of the properties made by independent 
valuers. In the case of a mining company or oil 
prospecting company reports by mining engineers 
and geologists on the prospects are required to be 
included. A statement on the financial and trading 
prospects together with material information which 
may be relevant thereto. In some cases a request is 
made for these estimates to be accompanied by 
evidence supporting the basis on which they have 
been determined. 

There is a note at the beginning of Appendix 34 
to the rules and regulations of the stock exchange 
which reads: 

“These requirements are not exhaustive and the 

committee may add thereto or subtract therefrom 

in any particular case.’ 
This provides a great measure of flexibility to the 
requirements and enables the stock exchange to call 
for additional information in special circumstances or 
to waive requirements where they would be unduly 
burdensome. 


Additional Information 


Often additional items of information are requested. 
For example, disclosure of information about the 
relative importance of a particular branch of the 
business or of a particular product; where a valuation 
of fixed assets is used to indicate the assets cover for 
the share capital or for information purposes, and 
this valuation has not been written into the books, the 
company is asked to state whether it is the intention 
of the directors to adopt that valuation in the books 
and accounts and to increase the depreciation 
charges in view of the enhanced values. Companies 
are also asked to state whether there is any litigation 
or claims of material importance pending and 
whether there are any arrangements such as life or 
long-term service agreements with the holding 
company or any of its subsidiaries whereby the 
holding company is unable, without a claim for 
substantial damages arising, to make such changes as 
it desires in the board or higher management of the 
subsidiaries. 
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Although the stock exchange does not stop an issue 
of securities merely because it does not appear to be 
attractive, the full amount of disclosure required and 


the scrutiny to which it has been subjected and the< 


information required to be revealed act as a deterrent 
to a bad proposition. 

The information which must be given when 
quotation is sought for the securities of a company, 
part of whose share or loan capital is already quoted, 
is based on the assumption that certain details about 
the company are already known. The company will, 
of course, have given the basic information detailed 
above when it first sought quotation and this will be 
available to the public, through the media of what are 
known as the statistical services. 

'The further information required to be given 
includes: rights as to the capital; dividend interest; 
voting; particulars of current indebtedness or 
guarantees of the company or group; particulars of 
capital of the company or subsidiaries under option^ 
together with certain details relating thereto. 

If, since the date to which the last published 
accounts were made up, capital of the company or its 
subsidiaries has been issued either for cash or for a 
consideration other than cash, the terms of such issue 
must be stated. Any material change in the financial 
position since the date of those accounts must also 
be given. ў 

Where shares are to be identical, the document 
must set out the purpose of the issue, the estimated 
expenses which will produce the net proceeds; what 
will happen if all the shares are not taken up; whether 
the issue is being underwritten and changes in the 
capital of the company since the last accounts. 


*General Undertaking" == 


Having secured the above information when securi- We 


ties first come for quotation, the stock exchange 
ensures the continued supply of information by. 
requiring companies to sign what is known as a 
‘general undertaking’. By signing this a company 
undertakes to take certain administrative actions 
with regard to its securities; meetings of shareholders; 
communications of interim and final dividends; 
preliminary profit statements upon which a final 
dividend decision is taken, and particulars of any 
new issues of capital. 

Тће company also undertakes to inform the stock 
exchange without delay of any acquisition by the 
company or any of its subsidiaries of shares in 
another company. It also agrees to supply any other 
information which the stock exchange may require 
so as to ensure that the shareholders can assess th 
activities of the company and prevent a false market 
developing in the shares. This part of the under- 
taking covers a wide field deliberately, because the 
best assurance of the right price is the complete 
disclosure of all information which might affect the 
price. By reason of the fact that draft documents are 
submitted to the stock exchange it is possible to 
ensure that statements made by the company are 
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expanded where necessary. For example, when a 
business of another company has been acquired which 
is material in relation to the purchasing campany, 
the purchasing company may well be asked to issue 
a circular to its shareholders setting out details of the 
purchase together with an accountant’s repost on the 
company acquired. 

This requirement of submitting proof documents 
together with the requirement of providing proxies 
enabling the shareholders to vote for or against а 
proposal on all matters other than those of 1 purely 
routine nature are also important steps in tae culti- 
vation of shareholder interest in the company's 
affairs. 

The stock exchange does not lay down ап“ special 
requirements as to the annual report and accounts of 
United Kingdom companies as the form and zontents 
are already governed by the Companies Act, 1948. 
In addition the recommendations of the variou з bodies 
of accountants and particularly those of The Institute 
of Chartered Accountants in England and Wales 
carry great weight in the company world. : 

In regard to companies other than Unitel King- 
dom companies the stock exchange require: similar 
standards to those set up by the Сотразіеѕ Act 
and its own requirements, but is prepared to consider 


` some relaxation in exceptional circumstances. 


The stock exchange also welcomes senz-annual 
financial statements or progress reports ind has 
informed the Government Committee at present 
considering a revision of company law that any 
legislation providing for the publication of such 
reports would be welcomed. 


Co-operation 


Аз the stock exchange is an independent institution 
not a Government controlled body из requrements 
do not have the force of law. It therefore depends 
entirely on the co-operation of the companies and 
the sponsoring. bodies to adhere to its mequests. 
These requirements have grown up over tae years 
and have developed from the practice followed by the 
more enlightened companies and from suggestions 
put up by, or to, the stock exchange and agreed by 
the various interested professional bodies. Tre stock 


exchange persuades other companies to fol ow this. 


practice. As an example of this, in 1945 tae stock 
exchange requested companies which wer: either 
holding companies or conducted business through 
one or more subsidiary companies to make up and 
circulate consolidated balance sheets and profit and 
loss accounts. ‘This was subsequently adopte 1 by the 
Government when they came to enact а rew Act 
governing companies in 1948. An example of co- 
operation between independent bodies occurred in 
1959 when there were a large number of t_ke-over 
bids being made the conduct of which was causing 
considerable adverse comment in the Press. A com- 
mittee consisting of prominent City institu-ions, of 
which the stock exchange was one, met and produced 
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a code of conduct to be followed for such cases, This 
code together with certain subsequent provisions 
which the stock exchange had called upon companies 
to produce were subsequently adopted in a Govern- 
ment enactment. 

Detailed in previous paragraphs is the process 
whereby the stock exchange elicits information from 
companies. Jt now remains to show how this inform- 
ation is passed on to the public. In addition to adver- 
tisements in the Press, the stock exchange requires, in 
some circumstances, the financial information pro- 
duced’ by companies when they first come for 
quotation to be reproduced in the statistical services 
(which are represented by the Exchange Telegraph 
Co Ltd and Moodies Services Ltd). In other instances 
these services, of their own accord, reproduce the 
material parts for permanent record. Current news is 
disseminated by passing copies of announcements 
made by companies to The Exchange Telegraph Co 
at the same time as the ordinary announcement is 
fixed to the notice-board on the trading floor. 

The stock exchange considers that an efficient 
market is obtained when the above information is 
generally available. It means that all persons using 
the market, so far-as is possible, can put themselves 
in possession of the same amount of information. If 
information is available to all, rumours cease to have 
the same value and both parties to a bargain can with 
reasonable confidence feel that neither has special 
knowledge not known to the other. This is an ideal 
which is sometimes difficult to attain; obviously it 
can never be fully reached. But it is the principle 
behind the requirements relating to the information 
to be supplied on the activities of companies quoted on 


the stock exchange. 


Passing on Company News to the Public 


Above is set out the type of information required by 
the stock exchange Кот companies. Our basic 
principle is to ensure as far as possible that all 
relevant information is available to enable investors 
to assess the merits of a proposition or the position 
of a company. 

As mentioned above, a large amount of information 


‘is obtained from companies when their securities 


first come for quotation. At that time this information 
is made immediately available to the public since 
the stock exchange requires the company to advertise 
the particulars in two leading London newspapers. 
Much of this information is also reproduced for 
reference purposes in The Stock Exchange Official 
Year-Book, which is revised annually, and the 
statistical services. The information supplied by these 
statistical services is available to subscribers in the 
form of reference cards which are kept up to date 
by the substitution of fresh cards at varying inter- 
vals. 

At the time companies come for quotation they 
are required to sign a ‘general undertaking’ in which 


. they undertake in specific terms to notify а depart- 
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‘ment of the stock exchange of what may be described 
in general terms as relevant information which might 
affect the price of the shares. This information is 
conveyed to members of the stock exchange by means 
of the notice-boards which are situated on the trading 
floor of the House. Copies of the announcements of 
notices are also available to 'The Exchange Telegraph 
Co and Reuters who transmit the information on 
their news wire services. In this way we ensure that 
the public are informed through the financial 


sections of the Press. In many cases companies send. 


copies direct to the Press. Daily, Sunday and weekly 
newspapers today devote more and more space to 
financial news. | | 
The difference between the Press and the financial 
services is that the Press as well as reporting facts 
offer opinion. Тће services only give facts. The Press 
of course do not report nearly as fully on facts as do 
the services but the combination of opinion and fact 
serves the investor well. We in the stock exchange 
.gain greatly from the critical comment of the financial 
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Press and especially when they think facts are being 
withheld by a company. 

All companies other than those which have 
exemption have to reveal all their reserves. Since the 
dividend paid is regarded as an important factor 
reflecting the financial state of the company, it is of 
great importance to obtain the simultaneous release 
of this information to all concerned. 

The stock exchange tries to obtain the co-operation 
of directors in ensuring that information is given to 
the public as a whole as early as is possible. The less 
time that elapses the smaller is the chance of a 
leakage of information. As a first line of defence 
against a leakage the stock exchange is advised by 
companies of the date of such announcements. The 
second line of defence is the immediate release of that 
information. | | | 

There are naturally loopholes in the system out- 
lined above which we do our best to seal. We are at 


‚ the moment actively engaged in examining new and 


improved methods of passing on information. 





Weekly Notes 


. MORE NEW YEAR HONOURS 


E last week’s issue we had pleasure in congratulat- 
ing members of the profession whose names 
appeared in the New Year Honours List. We should 
now like to congratulate also the following members 
of the New Zealand Society of Accountants who have 
been awarded the C.M.G.: Mr Edwin Lloyd 
Greensmith, M.COM., A.R.A.N.Z., Secretary to the 
Treasury in the New Zealand Government; and Mr 


Alexander Paterson O’Shea, B.COM., F.R.A.N.Z., 
general secretary, Federated Farmers of New 
Zealand. 


Two further members of the profession in the 
United Kingdom have received the M.B.E.; they 
are Mr Thomas Bourne, Е.С.А., senior partner in the 
firms of Thomas Bourne & Co, and Thompson & 
Sherratt, Chartered Accountants, of Burton-on- 
Trent, who is secretary and treasurer to the 351 
(Burton-on-Trent) Squadron, A.T.C., and Lieut-Col 
Geoffrey Saville Smith, M.C., T.D., F.C.A., director, 
Field, Sons & Co Ltd, for political services in 
Glasgow. 


MUTED OPTIMISM – OR WARNING? 


J: measures adopted at the end of last July - 


were intended to relieve pressure on sterling and 
to give early benefit to the balance of payments. By 


Quarterly Bulletin, published last week, ЧЕ could be 
claimed that the short-term aims had largely been 
achieved'. Unfortunately, the very success that has 
attended these short-term measures creates ‘a risk 
that the vigorous pursuit of longer-term policies, 
designed to secure increased efficiency and flexibility 
of the economy, will be relaxed’. 

` That the long-term problems are still far from 
being solved is evident from an analysis of the ‘in- 
visibles in the United Kingdom balance of payments’, 
which as this journal has in the past stressed, are no 
longer adequate to offset the traditional deficit on the 
visible trade account. Nor is the importance of the 
invisible transactions always fully recognized, but as 


"regards debits and credits, invisibles are equal to 


over 50 per cent of transactions on visible account’, 
i.e. of exports and imports. The invisible items com- 
prise four main groups of receipts and payments; 
(a) those by the Government which are mainly mili- 
tary, together with grants to-dependent territories; 
(6) the income from British overseas investments less 
corresponding payments in respect of foreign invest- 
ments in the United Kingdom; (c) the value of ser- 
vices provided or received in respect of shipping, 
travel, banking and insurance, etc.; and (d) gifts and 
similar transactions not included under Government 
transactions. | 

While it is much more difficult to obtain reliable 
statistical information about these 'invisibles', the 
subject is sufficiently well documented to enable 
international comparisons to be made, as well as a 
breakdown of the United Kingdom figures. The 
United States apart — which has especially heavy 
military and economic aid expenditures to meet — 
Britain is conspicuous among the West European 
countries for her persistent and growing deficit on 


the end of October, states the latest Bank of Епрјапа ~ Government account. A most interesting analysis of 
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receipts and payments of interest, profits ard divi- 
dends between 1955-1960 for the United Kingdom 
and six other countries reveals that in the last three 
years the United Kingdom receipts have beer declin- 
ing, while those of all the other countries haze been 
increasing. In fact, the United Kingdom visible 
balance between 1958-60 has deteriorated Ly some 
£200 million and the causes of this fall cannot be 
attributed to any single experience; rather the decline 
is evident in all the components. When the Earopean 
picture is studied overall, the conclusion 'seems 
inescapable that in many fields the United Kir gdom's 
recent experience has been notably worse tl an that 
of other countries’. 


PLANNING WAGES 


HE current issue of Crossbow, the quarterly 

political journal has a pamphlet by P-ofessor 
Thomas Wilson, Adam Smith Professor of Political 
Economy at Glasgow University, on 'Planr ng and 
growth’ and deals with the proposed plan far wages 
and personal incomes. Professor Wilson thiaks that 
the strongest argument for it is that the feasible 
arguments for alternative schemes are so рс or. 

Discussing the problems facing the “National 
Economic Development Council he says that it 
would be hopeless to try and determine the zarnings 
of every grade of labour in all places of empbyment. 
Only the national rates should be tackled. иг һег, 
part of the trouble arises because wage demands come 
in at various times and the aggregate effect seems not 
to be labour's concern. This is the same poirt as the 
Cohen Committee made about the prollem of 
ensuring that wage increases were related to average 
productivity in industry and not to the rate of 
productivity in the most efficient industrie:. 

Thirdly, he thinks it would be necessary to 
persuade the unions where productivity was zrowing 
fast to accept less than proportionate rises ia wages. 
'The reason for this would be that in tle more 
stagnant industries the unions would want to keep 
wages in some relationship with those m more 
progressive industries. He also thinks that the 
Council might be able to deal with other »ersonal 
incomes but it could not control total profit . 

He is sceptical of the influence the T.U.C. 
would have on its member unions since it «an only 
advise and guide and cannot commit its meribers to 
a decision made by the Council. 

Professor Wilson comes to the concluson that 
planning on the Monnet lines (that is, of the French 


. variety) will not succeed in bringing about the 


hoped for: psychological change if it is ad spted in 
Britain in the tepid, cautious way which a : cientific 


assessment would warrant. It would have о be done . 


with vigour and enthusiasm involving an act of faith 
by the Government. The alternative is for the Govern- 
ment to abandon any such idea of planring and 
to concentrate on creating an environment fazourable 
to growth. While one is bound to accept, to z degree, 
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Professor Wilson's cautious attitude to planning, 
the history of such recent international ventures as 
the Iron and Steel Community and the European 
Common Market, suggests that planning and en- 
thusiasm can be reconciled provided that the planning 
is not doctrinaire and that the planners move with 
the consent of the representatives of those who are 
being planned for and do not try to plan the details 
as well as the broad lines of advance. ; 


‘DECIMAL COINAGE AND THE METRIC 
SYSTEM 


USEFUL explanatory note has been issued by 
the Economic League (No. 721 of January 1962) 
on the issues involved in Britain’s proposed adoption 
of decimal coinage, and a metric system. The leaflet 
makes a useful contribution towards clarifying the 
issue, which is apt to be commonly confused, on the 
difference between a decimal and a metric system. 
It also goes into the question of which would be the 
best unit of account to use for a British decimal 
coinage system. 
It points out that so far as decimal coinage is 


. concerned there is general approval in the United 


Kingdom for its adoption. It points out that a 
number of influential bodies, including 'The Institute 
of Chartered Accountants in England and Wales, 
have come down in favour of this system. Тће 
pamphlet states? that this is a domestic matter 
and the two main issues involved are the cost of the 
change-over, which is mainly a question of converting 
machines, and the confusion to the general public. 
While, it says, the disadvantages are transitional, 
the advantages would be perennial. The pamphlet 
makes the point that the recent experience in South 
Africa proved a change-over to bé easier and less 
costly than was expected. | 

On the other hand, the adoption of а metric system 
would be a far more complicated matter, for there is 
a big international vested interest in the 'inch-pound' 
system. This system is used in the United States, 
Canada and in other parts of the Commonwealth 
as well as in Britain and while there is a wide 
usage of a metric system among scientists throughout 
the world, there is in fact a growing commercial 
usage of the ‘inch-pound’ system as the world trade 
of the United States and the British Commonwealth 
expands. The pamphlet concludes by saying that 
there are great advantages in the spread of education 
in metric usage and the elimination of archaic imperial 
measures. 


OFFICE CONGESTION IN LONDON 


F a study by the Town and Country Planning 
Association a recommendation is made for measures 
to be introcuced to stop and gradually put into reverse 
the growing volume of office accommodation in 
London. А summary and conclusions of the expert 
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study group which was appointed a year ago, was 
published this week. This will be sent to the Govern- 
ment and the detailed results of the investigation will 
be published in a report at the end of January. 
Unless such a policy of control on office empioy- 
ment is initiated, the summary says that the public 
cost of dealing with congestion will mount alarm- 
ingly. It goés on to say that if Britain enters the 
European Common Market further forces may be set 
to work to concentrate offices in the south-east. It 
adds that this year may well be the last opportunity 
for central government to initiate an effective policy. 
It says that the basic problem is that the trend of 
places where people work and where they live are 
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in direct conflict, resulting in more people travelling 


long distances to work in central London. Neverthe- ` 


less, it goes on, severe overcrowding continues in 
London and the root cause of this, anc the disturbing 
plight of homeless families, is the great excess of 
employment in London. It states that many concerns 
could well expand their offices in the outer suburbs 
or beyond with gains in efficiency and cost. Offices 
should be decentralized on towns between twenty 
and forty miles from Charing Cross which are at 
present largely dormitories, on the new towns and 
on the larger towns forty to eighty miles away which 
should be substantially expanded to counter London's 
pull. The same applies to the large provincial cities. 





This is My Life... 


by Ап Industrious Accountant 
CHAPTER 106 


T seems that the profession has been the target 

again. I notice from The Accountant of December 
23rd, that what it aptly terms 'that professionally 
infamous feature’, ‘A Tune on the Old Tax Fiddle’, 
was broadcast by I.T.V. on the previous Sunday. 
This was the original ‘Professional Portrait’ of 
October 1960, for which the B.B.C. ‘expressed regret’ ; 
I hadn’t expected it to raise its ugly head again. 

There are two rather disquieting aspects of this 
sort of lampoon. Firstly, of course, it typifies the 
‚ present tendency to harp on the humorous side of the 
accountant, without counterbalancing it by anything 
more complimentary. Remember the fun poked at 
the work-study man and his misjudged economies on 
the stage: “. . . but look at the time I save!’ Or the 
brilliant but biting impression, in I’m all right, Jack, 
of the accountant watching the workmen through his 
binoculars. While Guilty Party at the St Martin’s is 
anything but flattering to us. 

But we can take these jibes; no profession is 
immune from them. One’s only regret is that we have 
never as a profession adequately replied in kind. 

It is true that ‘official’ reaction in 1960 was most 
creditably quick and sharp. There was an apology 
from the. B.B.C.; and the subsequent radio discussion 
when two, members of the Council expressed cogently 
and eloquently the views of the Institute. This 
undoubtedly contributed most valuably to our pro- 
fessional prestige amongst those who listened to this 
feature, But that was all. No counter-attack has since 
been mounted. 

Let's face it, radio and television present new prob- 
lems; but also, let us not forget, new opportunities 
as well. These media are based on entertainment 


value; they cater for the masses; thev must be slick 
and gay. Danny Kaye would draw ten times a greater 
audience than a panel made up of Aristotle, Plato, 
Euclid and Aquinas. I dream of a ТУ series which 
would hold young and old entranced, calling them 
from ‘Panorama’ and ‘Robin Hood’ and ‘Wagon 
Train’, proudly featuring an accountant and his 
exploits, making our ethics and our services house- 
hold words. What about ‘Accountants through the 
Ages’, isn’t it a natural? 

Look at Olivier tapping his snuff-box: 'Egad, Sir 
Jasper, you hold an accountant's honour plaguey 
light that you ask me to sign yon knavish prospectus. 
Yet methinks I spy a brace of silver-mounted pistols 
on yonder wall, and you were once counted the best 
shot in Watiers. Shall we say coffee for one?’ 

Or Redgrave serene but firm: ‘My lips are sealed, 
Sire. Ere they divulge the secrets of her ladyship’s 
expense account you may well see an zuditor spill his 
blood at Tyburn as freely as ever he spilt ink.’ 

Richardson would be more choleric, slamming his 
palm on the table: ‘Ye schemin’ muckrakers, there’ll 
be nobbut straight dealings with t’trust foonds. Ba 
goom, no Bradford. bairns will hunger through your 
devilry ^ li ; 

It could be played for laughs, too, with perhaps a 
{ау cheerful sluggard: with a heart o? gold; or Car- 
michael as the luckless lad who always got into 


‚ trouble; and of course, enough pretty typists and the 


like to have the teenagers fighting fcr front places. 
And І rather fancy a lady accountant as an enigmatic, 
provocative, femme fatale: cold and severe at first 
sight, but with hidden fires: “Were I but free! But 
disclosure of my father's take-over plens would rock 
Lombard Street to its foundations.’ Behind each story 
might follew the whole pageant of England's history, 
with its directors, employees, speculators, barons, 
prentice boys, cardinals, free-traders, moneylenders, 
kings,... and accountants. ` 

Ambitious, may be; would need a deal of shaping 
and reshaping. But there’s a wealth cf incident and 
exploit untapped; and unless we reveal our own story, 
unless we fight for our own corner, ro one else will 
do it for us. 


Xi 


January 13th, 1962 


Finance and 
Commerce 


Montague Burton 


HIS week's reprint presents the accourts of 

Montague Burton Ltd, the tailors, showirg the 
résults of the sixtieth year of trading. Probably ew of 
the group's customers realize what a tremendous 
organization they are dealing with: over :6,000 
employees; more than 700 manufacturing and retail 
_ properties; a made-to-measure output of the order of 
Ay 50,000 suits a week, in addition to the ‘ready-to-wear’ 
ON ade: The group now is composed of the merger, in 
1953, with Jackson the Tailor; of Peter Ronson, 
with stores in Oxford Circus and the Strand, Lendon, 
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and nine in the provinces; and Brown’s of Chester, 
an old-established comprehensive store. 

The merger with Jackson followed the Burton crisis 
in 1952 when events combined to wreck a position 
that had appeared unassailable. There was a phenom- 
enal drop in the price of Australian wool; Burton, 
caught with heavy stocks of material, lost about Дт 
million and owed more than £5 million to the bank. 
As if that was not enough for the share market to 
swallow, Sir Montague Burton died and to current 
fears was added the anticipation that large blocks of 
stock might have to be sold to meet death duties. 

Jackson the Tailor came in to give Mr Lionel 
Jacobson, the son of its founder, to the new com- 
bination as chairman. 


New Valuation 


The highlight in these accounts is the new valuation 
for the properties. ‘Next’ accounts would be more 
accurate because the valuation by Messrs Healey & 
Baker is dated September rst. Freeholds and lease- 
holds now appearing in the group accounts at 
£14,320,267 after depreciation are now valued at 





MONTAGUE BUETON LIMITED AND SUBSIDIARIES 


CONSOLIDATzD PROFIT AND LOSS ACCOUNT 


FOR THE YEAR ENDED 3lst AUGUST, 1961 





1960 


£ 
3,914,492 GROUP TRADING PROFIT (Notes und 2 
Interest and dividends receivable:— 




















- £ Е 
x» as ve ES vs vx ix у 4,438,950 


8,886 Government securities ES E Ф . . or s ay T 10,447 
1,000 Trade investments .. .. 33 x es Е Sos a 1,946 
9,886 s — 12,393 
46,689 Surplus on redemption of debenturesand preference shares .. ite = ç 53,884 
3,971,067 4,505,227 
135,765 Deduct: Interest on debentures and secured loans as 134,656 
25,568 Bank interest payable (less sunc-y interest receivable) ' ES 89,154 
161,333 . {= 22380 
3,809,734 PROFIT FOR THE YEAR BEFORE TAXATION .. ve E vs P АЯ oid E 4,281,417 
Deduct: Taxation based on the ° profie te: the year 
428,000 Profits tax .. A i 574,000 
1,514,000 Income tax  ..- ' 1,652,000 
1,942,000 . | 5 2,226,000 
25,000 Less: Amounts provided in earlier years not required vs "n Ve х5 а 110,000 
4,917,000 : m 2,116,000 
1,892,734 2 2,165,417 
3,2 Less: Amount attritutable to outside shareholders in subsidiaries s is ae Su E ,629 
1,889,530 PROFIT ATTRIBUTABLE TO MEMBERS OF HOLDING COMPANY  .. .. X 2,160,788 
educt: 
Appropriations t> capital reserves 
Debenture redemption reserves 
111,314 Montague Berton Limited — .. m T .. Sis Js m ei za 117,993 
13,53! Subsidiary Be E Бу Se as ES vs i 18,930 
2,750 Capital redemption reserve of a / su «sidiary us EX 55 a =. $s Ба we 4,815 
127,595 141,738 
Dividends of Moatague Burton Limit. d for the year, ки! income tax 
122,500 Preference . m 122,500 
1,268 Less: Amount aayable toa | subsidiz-y m 1,268 
121,232 121,232 
Ordinary 
204,804 Interim of 72%; (1960—74%) $ d PE s ia S “š ха 204,804 
546,145 Proposed final of 20% (E 950—209. š £. се n ¿x ais aN .. $46,145 
750,949 750,949 
999,776 — 1,013,919 
——— BALANCE OF PROFIT RETAINER. ~cluding £780, = (960 £580, 503) dene wish in па accounts sof 56 ———— 
£889,754 holding company "A oe 2s .. "m £1,146,869 
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£42,073,450 excluding the value of leaseholds where 
the lease expires within seventy-five years. There is, 
therefore, a surplus of assets over book values of 
=, £32,753,183, which will be added to the rapital 
reserve standing in the accounts now preserted at 
£4,928,025. . 
The reserve is being drawn.on to support a capital- 
` ization in the form of three ‘A’ non-voting Ordinary 
shares of хоз each for each ros Ordinary ог ‘A’ 
Ordinary held on December 29th. Issued Ordinary 
- capital is thus raised to £17,833,304. And ther- is the 
warning that this is no indication of larger dividends 
in future. 

From what one hears of Mr Jacobson and ths Press 
conference at which the company’s preliminary 
figures were handed out, the chairman is no: over- 
enthusiastic with a £322 million property reva uation 
surplus — just a matter of a bit more in the balance 
sheet. His business mind works for the гези 18 that 


. ^ can be obtained through the use of the propertes and 


that, basically, is undoubtedly the right atitude. 
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Since 1953, says Mr Jacobson in his statement with 
the accounts, “the market value of group shares 
improved approximately fifteen times'. 


In Ireland 


qoe is a familiar tone in the statement by Mr 
Declan Dwyer, chairman of Seafield Fabrics Ltd, 
of Youghal, County Cork. Naturally, Mr Dwyer pre- 
sents lrish affairs from an Irish angle, but his 
criticisms echo what has been said in the United 
Kingdom under similar circumstances. 

In the field of depreciation alone, he says, it was not 
until 1958, thirteen years after the war, that any 
effort was made to deal even partially with the 
question of replacement allowances for plant and 
machinery and these never measured up to what 
obtained in other countries. Industrialists are being 
urged, says Mr Dwyer, to get plant and equipment 
to that state of efficiency required to deal with 
Common Market competition, but the Government 
should realize that this is impossible unless Irish 





MONTAGUE BURTON LIMITED AND SUBSIDIARIES 
ШОТЕ5 TO ACCOUNTS 





1. Group trading profit is stated after charging: 


Provision for depreciation (see below) dis се ыы DS 
Fees of trustees for debenture stockholders i 


Auditors' remuneration (including subsidiaries) of which #12 00 relates to the previous year 


1961 1960 
£ £ 
m .. 24 616008 524,648 
2,063 2,062 


12,919 


The provision for depreciation shown above is in respect о" properties, plant, fixtures, etc, excluding freehold shop properties and leasehold shop 


properties having a life greater than 50 years. 


The net amount to which the structural alterations and sho - fronts have been written down for balance sheet purposes is £775,021 (1960 £693, 006). 
Capital allowances for taxation purposes are not available in respect of this balance and future depreciation charges aggregating this amount will, there- 
fore, have to be made without relief from taxation. The amount of such depreciation for the year 1961, £154,367 (1960 £132,681), exceeded the expendi- 
ture during the year on renewals of shop fronts, capitalised n the accounts but allowable for taxation purposes, by £50,634 (1960 #92, 084). 

The emoluments of the directors of Montague Burton Limited in accordance with section 196 (1) of the Companies Act, 1948, were: ° 


k 


Fees .. .. .. 
Other emoluments of 
Pensions of past directors 


The financial year of one subsidiary ending 3lst March has mt been altered to 3ist August as the directors consider the latter date inappropriate to 


its operations. 


196] 1960 
£ £ 
.. .. .. .. zu .. .. 3,750 4,000 
T .. .. .. P . 84,202 82,248 
2,391 - 3,000 


‚ 4, The 33% first mortgage debenture stock of Montague Вигесл Limited is redeemable: 
(1) Ву 1986 at or under 101% by the application of an annual sinking fund of £41,000, together with a sum equivalent to gross interest on stock pre- 


viously so redeemed commencing 315: December, 1947; 
or (2) On three months' notice being given by che company 
(a) Before Ist July, 1966 ас 102%, or 
(b) On or after Ist July, 1966 at 101%. 
In each case together with interest accrued thereon to date. 


Any stock not previously redeemed will be paid off at 101%оп 315: December, 1986. 


The 4% first mortgage debenture stock of a subsidiary is rereemable: 


on stock previously so redeemed; 


(1) On or before Ist January, 1984, at or under 102% by appl zation of an annual sinking fund of £5,250, together with a sum equivalent to gross interest 


or (2) At any time on three months’ notice being given by the -ompany, at 105% together with interest accrued thereon to date. 


Any stoci 


not previously redeemed will be paid off at 10292 on Ist January, 1984. 


6. The amounts included for stocks have been determined on ases and by methods of computation considered appropriate in the ci 
businesses of the company and its subsidiaries and those bas-s and methods have been applied consistently, Ppropriste M; the circumstantes of the 


The considerations not provided for on contracts uncompleted were: 


(a) In respect of capital expenditure on extensions, rebuildit.g and additions to plant ae 


(b) In respect of purchases of properties .. Е .. 
(c) In respect of sales of properties .. .. xa ate an 


8. The Company has: 





Company Group 
1961 1960 1961 1960 
£ £ £ £ 
..' 600,000 335,000 789,700 659,700 
x . V .. 265,500 6,750 472,400 71,350 
v .. s .. 33,000 -— 33,000 — 


(a) Guaranteed the deposits and interests of employees witt Montague Burton Savings Bank Limited. 
(b) Undertaken under certain conditions to subscribe at par for 33,000 ordinary shares of £| each in Montague Burton Estates Limited. 


9. 785,675 5% Redeemable cumulative preference shares cf £1 -ach of a subsidiary held by outside shareholders are redeemable at any time upon three 


months’ notice at 23/- per share. 
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industry is given the same encouragement as is given 
by the Governments of the Common Market countries. 
It is time the Irish Government changed the direction 
of its financial policy towards industry, he says. 

That point about the need for equality of Govern- 
ment encouragement is one that may well loom large 
in Britain as the prospect of Common Market partici- 
pation comes Closer. 


Anti-dumping 

R FRANK A. HURST, chairman of Samuel 

Osborn & Co Ltd, the Sheffield steel company, 
expresses surprise on the Common Market proposals, 
‘at the ready way many have expressed themselves as 
being positively for or against, because none of us 
really has grounds on which we can decide’. He can 
only hope that ‘our negotiators will competently be 
able to appraise the advantages and disadvantages’. 
Some of the Commonwealth countries, he says, 
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should not regard the Commonwealth as a ‘one-way 
street’. If they want Imperial Preference terms, they 
should not impose ‘harsh restrictions’ on our exports 
to them. =. 

Mr Hurst advocates “quick measures for the imple- 
mentation of the provisions of the Customs Duties 
(Dumping and Subsidies) Act, 1957, when the 
necessity arises. And one way to speed up procedure 
would be to require invoices for goods imported here 
to bear a declaration of ‘current domestic value’. This 
information would be required in an application for 
imposition of a dumping duty and would take a long 
time, he says, to establish. He would be satisfied if 
this were required only in the case of those countries 
which demand it from us. Other Governments, he 
says, are apparently more ready to aid their manu- 
facturers. 

One begins to wonder whether there is any Govern- 
ment in this world that earns the approbation of the 


industrial and business community. =. 





CITY NOTES 


TOCK-MARKETS still find it difficult to sum- 

mon up any real enthusiam. Special shares enjoy 
bursts of activity on company news or on take-over 
` rumours, but by and large there is not a lot to attract 
buyers. 

In the past week the City has been awaiting the 
Chancellor’s latest proposals in regard to the ‘pay 
pause’, and there is little doubt that the domestic 
situation is still the predominating factor for investors. 
Although political and economic influences from over- 
seas have their reflection, and indeed the Common 
Market is still an important factor, the immediate 
concern is with home economy. 

Every chairman’s speech, however optimistic it may 
be, contains a proviso in regard to economic prospects. 
That is likely to remain so until the outlook is 
clearer — and could well mean until after the Budget. 


Some sections of the market have special problems, `- 


Iron and steel, for instance, find scant encouragement 
in chairman’s comments. Under-capacity production 
and rising costs not recovered by selling prices, are 
big problems. Textiles, too, look ahead with caution, 
and here the result of the latest Courtaulds—I.C.I. 
talks is awaited with keen interest — but with little 
effect on share prices. 

It is noticeable, too, that overseas interest in the 
London market has been much less a factor than in 
the recent past, but support for gilt-edged stocks did 
come in on news of the plan to enlarge the Inter- 
national Monetary Fund. This, it is thought, could 
be particularly helpful to sterling and so assist the 


movement towards a lower Bank rate. Foreign insti- · 


tutions were buyers of Funds during the week 
and such support gave that market a more cheerful 
appearance, but home industrials seem a trifle 
suspect with overseas buyers. 


RATES AND PRICES 
Closing prices, Wednesday, January той, 1962 


Tax Reserve Certificates: interest rat» (25.11.61) 34% 


| Bank Rate 
Nov. 20, 1958 4% Dec. 8, 1960 596 
Jan. 21, 1960 5% July 26, 1961 . 7% 
june 23, 1960 6% Oct. 5, 1961 61% 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Treasury Bills 
Nov. 3 £5 85 610d% Dec. 8 £s 6s 5°34d% 
Nov. ro £5 85 5'494% Dec. 15 £5 6s 4'834% 
Моу. 17 £5 5 97146 Dec. 22 £5 75 3 18d 5 = 
Nov. 24 £5 75 9'4od% Dec. 29 £5 8s o'72d% ~ 
Dec. 1 £5 7s ro8d 74 Jan. 5 Ls 8s 78149, 
Money Rates у 

Day to day 44-5196 Bank Bill: 
7 days 43-58% 2 months 558% 
Fine Trade Bills 3 months 53-58% 

3 months 62-74% 4 months 5$—5 11 96 

4 months 62-74% 6 months 53-52% 

6 months 7-896 

Foreign Exchanges 
New York 2:804$—81:4& Frankfurt ir 21í—22i 
Montreal 2:93—% Milan 1744%—5 
Amsterdam — х0:125–—% Oslo 20:03 
Brussels 139:891—9oi Paris 1377-4 
Copenhagen 19-33134 Zürich . 12.13 
Gilt-edged 

Consols 4% 593 Funding 3% 59-69 823 
Consols 24% 38% Savings 3% 60-70 80 d 
Conversion 54% 1974 921 Savings 3% 65-75 уоҝха 
Conversion 5% 1971 оО  Savings2196 64-67 85% 


Conversion 34% 1969 86% 
Conversion 34% 53% 

Exchequer 54% 1966 98% 
Funding 54% 82-84 9olxd 


Treasury £$% 2008-12 854 
Treasury 5% 86-89 824 
Treasury 33% 77-80 604 
Treas’ry 34% 79-81 68 i 


Funding 4% 60-90 89% Treasury 24% 38 
Funding 33% 99-04 57$ Victory 4% 94. 


Funding 3% 66-68 83$ 


War Loan. 3396 
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Electronics | 
in the Office 


Decimalization Change-over 


OLLOWING the Government's decision in 
principle in favour of a change-over tc decimal 
coinage, International Computers & Tabulators 
announce that plans have already been made for the 
conversion of data-processing machines in castomers’ 
premises, and for the supply of technical aic to assist 
in the change-over. These plans have taken int» account 
“the experience the company has gained in India and 
South Africa. 

An LC.T. computer will be used to establish a 
conversion programme, so thatthe change fron sterling 
to decimal notation can be effected in a short tme, with 
minimum dislocation of. established mechanized 
accounting routines. 


Computer for 'B.O.L.S.A.' 


HE first overseas bank in the United Kiagdom to 
use an electronic computer for its foreign opera- 
tions is to be installed at the London branch of the 
Bank of London and South America. The ccmputer — 
an English Electric KDP то data processirz system 
valued at about £200,000 — wil be used initizlly in the 
handling of current accounts and statements as well as 
all dealings of the bank's foreign exchange de»artment. 
A computer team selected from the bank’: London 
staff is already receiving tuition in the programming 
and operation of the system at the Englist. Electric 
Computer Training School. 
кррто is extremely versatile and is designed- о provide 
‚аё minimum cost complete data processing services for 
medium-sized commercial ard public und=rtakings, 
and to expand with the needs cf growing concerns. The 
system handles information in alphabetical oc numeri- 
cal form received from magnetic tape, раре tape, or 
punched cards. Normal output is by high-speed line 
printer. For maximum reliability in operation, solid- 
state devices and printed circvits are used th-oughout. 


Computer Bibliography 


OW in its eighth year of publication, the quarterly . 


bibliography, ‘Titel von Veroffentlichwigen uber 
Analog- und Ziffernrechner und "те Anwendungen! (Titles 
of publications оп analogue and digital computers 
and their applications), has p-oved particulerly useful 
for institutions and firms concerned with the construc- 


tion and application of digita. or analogue computers ` 


or electronic data processing equipment. 

Jointly edited by the Deutsche Forschucgsyemsin- 
schaft (DFG) at Bad Godeskerg and the Frovisional 
International Computation Centre (PICC) in Rome, 
the bibliography has been internationalized by giving 
an English translation of the German text. Ir this way, 
it is hoped that a still larger public will be abi to profit 
from the bibliography, in spite of the fact that it does 
not contain reviews; it does, however, indicate the 
subject-matter of papers. 

In the entire field of analogue and digital computers 
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and their applications, about 150 specialized periodical: 


- as well as newly published books and conferenc 


reports are continually collected and evaluated. Th 
material includes a collection of industrial publications 
research reports from university institutes and othe: 
development centres. Marginal fields, e.g. cybernetics 
mechanical language translation, automatic documen 
tation, and numerical control of machine tools are als: 
included. 

Further information relating to the service is obtain 
able from the publisher, Franz Steiner Verlag GmbH 
Bahnhofstraße 39, Wiesbaden, Germany. 


Royal Navy Installs new Stock Control System 


UE -DA'TE stock records of 90,000 differen 

types of naval stores for H.M. ships, held at th 
Royal Navy Stores Depot at Copenacre, Wiltshire 
will soon be maintained by ап EMIDEC 1100 com 
puter which was recently delivered to the Depot b: 
EMI Electronics Ltd. 

'The computer, which will include several magneti 
tape units, will also maintain lists of components fo 
each of some 1,500 different types of electronic equip 
ment and will work out complete lists of component 
needed — which may run to several hundred items fo 
a single set — look up the stock record and confirn 
availability, debit the stock record and prepare printe: 
invoices for the items to be dispatched to the ships. 
- Other tasks which the computer will perforr 
include the calculation. of future requirements o 
stores to be ordered from manufacturers, and th 


recording of subsequent contracts placed and deliverie 


received. After commissioning and final acceptanc 
tests, it is expected that the computer will graduall 
start taking over the above work in the course of th 
summer of 1962. 


New Computer Bureau for Birmingham 
COMPREHENSIVE computer service burea 
is shortly to be established in Birminghar 

by Computer Services (Birmingham) Ltd, who hav 


. ordered for the purpose a UNIVAC Solid State 8o high 


speed, general purpose computer system at a cost c 
approximately £, 100,000. 

The machine at the new bureau will include 
central processor with 30,000 digits of storage; high 
speed 80-column card reader capable of handling бо 
cards per minute; high-speed line printer (600 line 
per minute) and a 8o-column card read-punch un 
(150 cards per minute.) It is anticipated that th 
computer will ultimately be operated . twenty-fot 
hours a day, seven days a week. Computer Service 
estimate that they can produce in one hour of compute 
running either a payroll for 5,000 employees, or 2,00 
sales invoices, or a stock control run for 5,000 stoc 
items, or statistical analyses of 25,000 items. 

The hire charge for the use of the computer burea 
is £20 per hour. The cost of a payslip, for exampl 
will be between 43d and да. А service for system analy 
sis and programming is also available. Punched card 
(8o-column) will be accepted for processing by th 
bureau, and punched paper tape input is bein 


.considered. The punched cards may be prepare 


either by the user or by Computer Services who hav 
extensive facilities for this purpose; at present 30 
staff are employed on a wide range of punched car 
and paper tape equipment. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, January 3rd, 1962, at the Hall of the 
Institute, Moorgate Place, London EC2, there were 
present: 

Mr P. F. Granger, President, in the Chair; Mr P. F. 
Carpenter, Vice-President; Messrs J. F. Allan, W. L. 
Barrows, 'Г. A. Hamilton Baynes, J. H. Bell, H. A. Benson, 
C.B.E., Sir William Carrington, Messrs G. Т. E. Chamber- 
lain, D. A. Clarke, J. Clayton, C. Croxton-Smith, W. G. 
Densem, S. Dixon, Sir Harold Gillett, Bt, M.c., Messrs 
J. Godfrey, G. G. G. Goult, J. S. Heaton, J. А. Jackson, 
W. H. Lawson, c.3.z., H. L. Layton, R. B. Leech, M.B.E., 
Е. N. Macdonald, p.r.c., R. McNeil, J. H. Mann, M.B.E., 
R. P. Matthews, W. Bertram Nelson, с.в.в., W. Е. Parker, 
C.B.E., S. J. Pears, С. U. Peat, м.с., L. W. Robson, Sir 
Thomas Robson, M.B.E., Messrs J. D. Russell, R. С. Slack, 
D. Steele, J. E. Talbot, V. Walton, E. F. G. Whinney, 
J. C. Montgomery Williams, R. P. Winter, С.В.Е., M.C., 
E. K. Wright, Sir Richard Yeabsley, с.в.к. 


Committee on Relations with the Universities 


At its meeting on October 4th, 1961, the Council 
decided to endeavour to obtain closer collaboration 
with the universities and for this purpose appointed a 
committee with the following terms of reference: 
*To consider methods by which closer collabora- 

tion with the universities might be achieved.’ 

The committee has now been constituted and its 
members are: 

Mr P. F. Carpenter, Sir William Carrington, Messrs 
E. Hay Davison, J. A. Jackson, Bertram Nelson, E. K. 
Wright.. 


Terminology in Published Accounts 


On the recommendation of the Parliamentary and 
Law Committee, following consideration of a draft 
submitted by the T'axation and Research Committee, 
the Council has approved notes on Terms used in 
Published Accounts of Limited Companies for issue to 
members for insertion in the Members’ Handbook. The 
distribution will be made in February 1962. Thereafter 
the notes will also be available for purchase in booklet 
form on application to the offices of the Institute, price 
5s per copy, post free. (Remittances must accompany 
orders.) 


Admissions to Membership 


'The following were admitted to membership of the 
Institute: 


Brandwood, John Noel, М.А., А.С.А., а1962; 112 Eaton 
Road, West Derby, Liverpool 12. 

Bright, Christopher John, B.A., A.C.A., 21962; 65a Fitz- 
george Avenue, London Wig. 

Brown, Bryan William, a.c.a., a1962; Ір Sisters Avenue, 
London SWIr. 

Downey, William James, B.A., A.C.A., а1962; Yew Tree 
Cottage, Clive Road, Esher, Surrey. . 

Fernando, Chrisanta Francis, А.С.А., 21962; 32/1 Barnes 
Place, Colombo 7, Ceylon. 

Harley, Keith, A.C.A., а1962; 4 Temple Park Gardens, 
Halton, Leeds 15. ° 


Howell, Owain Morgan Rhys, B.A., A.C.A., 21962; ‘Marland’, 
Narbeth, Pembrokeshire 

§Parker, Brian Courtenay, A.S.A.A., a1962; with Ciothier, 
Poole & Dreyer, 1014 Mutual Buildings, Harrison Street, 
Johannesburg. ` 


Reid, Graham Alexander,’ A.C.A., ar962; r Lancaster, 


Drive, Swiss Cottage, London NWz. 

Stevenson, Barry Barr, A.C.A., 01962; 
Wilton Road, Beaconsfield, Bucks. 

§Stirling, Patrick Charles ‘Ternent, А.5.А.А., 21962; 22 
St Andrews Road, Parktown, Johannesburg. 

§Sumner, Michael Lloyd, A.5.4.4., 21962; with Emanuel 
Jacobson, Manion & Alleson, Suite 12, Harfield House, 
Field Street, Durban, South Africa. 

Thornton, Thomas Coulton St Leger, a.c.z., a1962; “The 
Grange’, Oldcotes, Worksop, Notts. 

Wade, Martin Harold, a.c.a., а1962; 174 Hill Lane, 
Southampton. 


"Thornhzyes', 


Registration of Articles 


'The Secretary reported the registration of 253 articles 
of clerkship during the last month, the total number 
since January 136, 1961, being 3,240. 


Articles and Examinations 


The following applications under various bye-laws rela- 
ting to articles and examinations have been granted or re- 
fused during the six months ended DecemDer 3156, 1961 : 
r. e, 
Bye-law 57: Permission to follow Granted. «dieters 
another business or occupation 
while under articles to the limited 
extent specified in the application 12 — 
Bye-law 58 (c): Permission to spend 
up to six months in an industrial, 
commercial or other suitable or- 
ganization during articled service 13 — 
Bye-law 6r: Reduction in service 
under articles .. - ves 13 4 
Bye-law 63 (c): Reduction in service 
under articles for former regular 
officers s x та 3 — 
а Indicates the year of admission to the Institute. 


aS Indicates the year of admission to The Society of 
Incorporated Accountants. 


8 Means ‘incorporated accountant member’. 


Firms not marked } or * are composed wholly of members 
of the Institute. 


T Against the name of a firm indicates that the firm though 
not wholly composed of members of th= Institute, is 
composed wholly of chartered accountants who are members 
of one or another of the three Institutes of chartered account- 
ants in Great Britain and Ireland. 


* Against the name of a firm indicates that the firm is 
not wholly composed of members of one or another of the 
three Institutes: of chartered accountants in Great Britain 
and Ireland. | 


Tf Against the name of a firm indicates that the firm 
includes an incorporated accountant member of the 
Institute and is composed wholly of members of one or 
another of the three Institutes of chartered accountants in 
Great Britain and Ireland. 


(р 


«a 


< 


ye 
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Granted Refused 
Bye-law 79: Exemption from the 
Preliminary examination by virtue 
of age and experience in a mem- 
ber's office š 
Bye-law 81: Permission to sit the 
Intermediate examination earlier 
than normally eligible .. I 4 
Bye-law 85 (b): Exemption from the . 
Intermediate examination то ° 3 
Bye-law 86 (а): Permission to sit the 
Final examination, after comple- 
tion of articled service, earlier 
` than normally eligible .. 25 5 3 


Fellowship 


'The Council acceded to applications from 14 associates 
to become fellows under clause 6 of the suppEmental 
Royal Charter. 

1,148 associates became fellows on January rst, 1962, 
in accordance with clause 6 of the supplemental Royal 
Charter. 


Incorporated Accountant Member becoming 
an Associate 


'Ühe Council acceded to an application from the 
following incorporated accountant member for 2lection 
as associate under clause 6 of the scheme of integration 
referred to in clause 34 of the supplemental Royal 
Charter: 
Porter, William Thomas, Е.5.А.А., aS1923; with H. W. 
Pople, F.C.4., 11 Rumford Street, Liverpool 2. 


F.S.A.A. . 


'The Council acceded. to one application. Бош an 
incorporated accountant member A.S.A.A. to use 
the letters F.S.A.A. under clause 4 (5) of the scheme 
of integration referred to in clause 34 of the supple- 
mental Royal Charter. 

66° incorporated accountant members AS.A.A. 
became Е.5.А.А. on January 15%, 1962, in accordance 
with clause 7 of the supplemental Royal Cherter. 


Members Commencing to Practise 


The Council received notice that the following 
members had commenced to practise: 


Bentley, John David Greer, A.C.A., 21959; 1 Booth, Anderson 
& Co, 9 West Mills, Newbury, Berks, and at Cempton, 
Berks. 

Bew, Philip David, A.C.A., a1960; 11 Iron Gate, Гегђу. 

Braham, Michael Alan, A.C.A., a1961; Wallace Casa & Со, 
Hillgate House, Old Bailey, London EC4. 

Carter, Henry Philip, B.A., F.C.A., 21950; Gimsor & Co, 
Pensioners’ Court, Charterhouse, London ЕСт. 

Coleman, Malcolm Jerry, A.C.A., а1961; Coleman & Co, 
7 Westchester House, Seymour Street, London W2. 

Davis, John Brian, А.С.А., aS1955; 36 Hillswood Drive, 
Endon, Stoke-on-Trent. 

Evans, William Humphrey, F.c.a., 251949; Cook & Co, 
87 Lord Street, Liverpool 2, and at Manchester. 

Harper, Thomas ‘John, A.C.A., 41958; “The Limes , Cow- 
bridge, Glam. 

Hills, Anthony John, A.C.A., a1961; Blackham & Hills, 
Ruskin Chambers, 191 Corporation Street, Birmir.gham 4 

Hutchings, John Attwood, M.A., A.C.A., 21956; TChalmers, 
Wade, Impey, Cudworth & Co, St Alphage House, Fore 
Street, London Wall, London EC2; for other towns see 
TChalmers, Wade, Impey, Cudworth & Co. 

Jones, Graham Radclift, A.C.A., aS1955; *Henson, Jones 
& Co, 38А High Street, Newport, Mon, and at Portypool. 
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Keighley, Laurence, А.С.А., 21959; Charles E. Dolby & 
Son, 11 Dale Street, Liverpool 2. 

Lewis, Norman Cyril, A.C.A., a1959; Norman Lewis & Co, 
546 Ilford Lane, Ilford, Essex, and at London. 

Mayho, Thomas Clifford, B.sc.(ECON.), F.C.A., 21943; Boyce, 
Welch & Co, Netherwood Chambers, та Manor Row, 
Bradford г, and at London. 

§Monk, Alan A.S.A.A., a1961; ЧН. B. Britcliffe & Co, 15 
Avenue Parade, Accrington, Lancs. 

Mooney, Brendan Ignatius, A.C.A., а1961; George С. 
Wilkinson & Co, South House, 136 Borough Road, 
Middlesbrough, and at Redcar, Yorks. 

Pentin, David John, a.c:a., a1959; *Pentin, Neame & Со, 
17/19 St George's Street, Canterbury, Kent, and at 
Hythe, Kent. 

Posner, Jack Louis, A.C.A., 21954; Garner & Co, 19 Wind- 
mill Hill, Enfield, Middlesex. 

Rata, Derek Hugh Kinnaird, A.C.A., ат9бх; Martin, Rata 
& Partners, 86A Regent Street, Cambridge, and at 
London. 

Saltmarsh, Richard Malcolm, A.C.A., a1960; 34 Woodstock 
Road North, St Albans, Herts. 

San, Jimmy Mun Foo, A.C.A., 21958; San & Co, 72 Han- 
bury Road, Dorridge, Solihull, Warwicks. 

Snow, Geoffrey Bernard, A.C.A., a1961; А. B. Snow, Wood 
& Co, то Pall Mall, Hanley, Stoke-on-Trent. 

Stirling, Alfred Patrick, a.c.a., 21961; 35 Kelsey Way, 
Beckenham, Kent. 

Tarn, Stephen Ian, A.C.A., 21958; *Chambers, Tarn & Co, 
60 Borough Road, Middlesbrough. 

Tidbury, Oliver Clifford, Е.С.А., 41940; George Gradon 
& Co, Finsbury House, Blomfield Street, London ECa. 

Trotter, Neville Guthrie, B.COM., A.C.A., 41955; Bolton, 
Wawn & Co, Alliance House, "Hood Street, Newcastle 
upon 'T'yne т, and at Sunderland. 


Admission to Membership under the Scheme of 
Integration 


'The Council acceded to one zpplication for admission 
to membership of the Institute under clause 4 and 
one application under clause 5 of the scheme of 
integration referred to in clause 34. of the supplemental 
Royal Charter. 


Readmission to Membership 


Subject to payment of the amount required by the 
Council, one former member of the Institute was re- 
admitted to membership under clause 23 of the 
supplemental Royal Charter. One application under 
clause 23 was refused. 


Resignations 


'The Council accepted the resignations from member- 
ship of the Institute of: 


Hemsley, Cyril Montague, F.c.a., 3 Highdown Avenue, 
Worthing, Sussex. 

Hulme, Leslie James, F.c.a., Highlands Farm, Cox Park, 
‘Gunnislake, Cornwall. 

Thomas, Herbert Gordon, O.B.E., B.A., F.C.A., Creeks В, 
Six Turnings, Mylor Bridge, Falmouth. 

Watson, John, F.s.A.A., ‘The Counts’, Carlisle, 


Deaths of Members 


The Council received with regret the Secretary's 
report of the deaths of the following members: 


Mr Eric Harold Ascher, F.c.a., London. 

, Charles Oldfield Bartley, ¥.c.a., Twickenham. 
Wilfrid Bentley, ¥.s.a.a., Newton Abbot. 
William Ernest Blinkhorn, F.c.A., Bolton. 

» Bernard Harry Brigham, F.c.a., Harpenden. 

» Robert James Chapman, Е.С.А., Chester. 
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Mr Douglas Trevor Davies, F.c.a., Warrington. 
» Vivian Edwards, F.c.A., Florida. 
» Robert Henry Farrar, A.C.A., London. 
» Kenneth Revell Gray, Е.С.А., London. 
» Ernest Raymond Gregory, F.C.A., Bridgwater. 
» Arthur Morris Hobbs, F.c.A., London. ` 
» Reginald Horsefield, ¥.c.a., Manchester. 
» Gordon Scott Kerr, F.c.a., London. 
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. Mr Robert Joseph Knight, F.c.a., St Albans. 
» Geoffrey Wilfred Martin, F.c.A., Westbury, Wilts. 
» Thomas Preece Nicholls, F.c.a., Clevedon. 
» Ronald Simpson, F.C.A., ‘Leeds. 
» Harry Maurice West, F. 'с. A., Reading. 
„ Percy Westhead, F.C.A., Manchester. 
» Edward Charles Wheatcroft, F.C.A., Derby. 
» Arthur Harold Wooll, F.s.a.a., Cambridge. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter ој Decen:ber 21st, 1948, 
at hearings held on December 6th, 1961. 


А formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Alexander 
Edward Lawson, F.c.a., had been guilty of acts or 
defaults discreditable to a member of the Institute 
within the meaning of sub-clause (3) of Clause 21 of the 
supplemental Royal Charter in that he failed within a 
reasonable time or at all to carry out his agreement given 
to the General Commissioners of Income T'ax and Land 
Tax to produce certain accounts of a client to ап 
Inspector of Taxes and/or to the Commissioners, so as 
to render himself liable to exclusion or suspension from 
membership of the Institute. The Committee found 
that the formal complaint against Alexander Edward 
Lawson, F.c.a., had been proved and the Committee 
ordered that Alexander Edward Lawson, F.c.a., of 127 
Edridge Road, Croydon, Surrey, be reprimanded. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 


Disciplinary Committee of the Courcil that David 
Shields, Е.С.А., had been guilty of ects or defaults 
discreditable to a member of the Institute within the 
meaning of Clause zr, sub-clause (3) of the supple- 
mental Royal Charter in that (a) he failed within a 
reasonable time or at all to deal with or answer repeated 
requests made to him by the accountant or accountants 
actinz for a former client in relation to the affairs of that 
client for whom he previously acted as accountant; 


. (b) he failed within a reasonable time ог at all to deal 


with requests made to him by or to co-operate with 
the accountant and/or solicitors of another client in 
relation to the affairs of that client for whom he 
previously acted as accountant, so as to render himself 
liable to exclusion or suspension frcm membership 
of the Institute. The Committee found that the formal 
complaint against David Shields, F.c.a., had been 
proved under both headings and the Committee 
ordered that David Shields, F.c.a., of 32 Brazennose 
Street, Manchester 2, be reprimandec. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting Trends and 'lechniques. (American Institute 
of Certified Public Accountants.) Fifteenth edition. New 
York. 1961. (A.LC.P.A., $18.) . 

The Audit and the Punched Card: an introduction; by 
A. W. Corcoran and D. Е. Istvan. Columbus, Ohio. 1961. 
(Bureau of Business Research, Ohio University, 16s.) 


Automatic Data Processing; by D. W. Morley. 
(D.S.LR., 6s.) 

Bankers’ Attitudes toward the C.P.A. (American Institute 
of Certified Public Accountants.) New York. 1959. 
(А.Т.С.Р.А., presented.) 

Chitty on Contracts; by J. Chitty: twenty-second edition, 
edited by J. Morris. Vol. 1: general principles. Vol. 2: 
specific contracts. 1961. (Sweet.& Maxwell, 2525.) 


The Concept of Management Services by C.P.S.s; Бу 
J. L. Carey. (American Institute of Certified Public 
Accountants.) New York. 1959. (A.I.C.P.A., presented.) 


The Control of Industry; by Sir D. Robertson and 5 
Dennison. Cambridge. 1960. (C.U.P., 1os 6d.) 


Cost Reduction in Industry. (Organization for European 
Economic Co-operation.) Paris. 1961. (O.E.E.C., 125 6d.) 


The Dictionary of National Biography: the concise diction- 
ary: part П 1901–1950: (edited by Helen Palmer). 1961. 
(O.U.P., 425.) 


1961. 


Dymond's Death Duties; by R. Dymond: thirteenth edition 
by R. K. Johns. Two vols. 1960. Second supplement) 
1951. (Solicitors Law Stationery Society, 147s and 7s 6d.. 

The Elements of Estate Duty; by C. N. Beattie: third 
edition. 1961. (Butterworth, 28s ба.) 

An Estate Notebook; by G. B. Graham: third edition. 1961. 
(Solicitors! Law Stationery Society, 252.) 

Green's Death Duties; by G. M. Green: fourth edition 


by C. D. Harding. 1958. Fourth supplement. 1961. 
(Butterworth, 12s 6d.) 
Hewitt's Tables of Simple Interest . . y J. Hewitt. 


(Accomptant.) 1736. (Presented by Sir Sum, Fox.) 

Income Тах Law and Practice: twenty-ninth edition; by 
H. 6. S. Plunkett and C. А. Newport. 1961. (Sweet & 
Maxwell, 505.) 


Cy 


Inflation; by T. Wilson. Oxford. 1961. (Basil Blackwell, € 


30s.) 

Inquiry into the Scottish Economy 1360-61. (Scottish 
Council (Development and Industry).) Edinburgh. 1961. 
(5.С., 255.) 

Ап Introduction to Management Consultancy; 
Hyman, 1961. (Heinemann, 18s.) 

The Licensing Guide... and... the registration of clubs; 
by M. Underhill: third edition. 1961. (Solicitors’ Law 
Stationery Society, 12s 6d.) 
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The Management of Innovation; by T. Burns ап. G. M. 
Stalker. 1961. (Tavistock Publications, 305.) 

Measurement and Control of Office Costs: mastes clerical 
data; by S. A. Birn, В.М. Crossman and R. W. Ezstwood. 
New York. 1961. (McGraw-Hill, 58s.) 
Morale in the Civil Service: a study of the desk wc-ker; by 
N. Walker. Edinburgh. 1961. (Edinburgh U.P., 305.) 
Nationalization in Britain; by R. Kelf-Cohen: second 
edition. 1961. (MacMillan, 355.) 

Price, Cost and Output; by P. J. D. Wiles. 196 . (Basil 
Blackwell, 355.) 

Profit Management and Control; by F. V. Gzrdn-r. New 
York. 1955. (McGraw-Hill, sos 6d.) 

Programming Computers for Business Applicatisns; by 
N. Chapin. New York. 1961. (McGraw-Hill, 585) 

Radical Reaction: essays in competition and affluence; by 
A. P. Herbert, G. Hutton, B. S. Yamey and others: 
edited by R. Harris. 1961. (Hutchinson, 255.) 
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A Report on Marginal Costing. (Institute of Cost and Works 
Accountants.) 1961. (I.C.W.A., ros.) 


Retail Merchandise Accounting; by H. F. Bell and L. C. 
Moscarello: third edition. New York. 1961. (Ronald Press 
Co, 100s.) 


The Structure of Industry in Great Britain; by G. C. Allen. 
1961. (Longmans, 125 ба.) 

Survey of Accounting Office Expenses. (American Institute 
of Certified Public Accountants.) New York. 1959. 
(A.I.C.P.A., presented.) 

Taxation Systems Applicable to Investments: fiscal en- 


couragement. (Organization for European Economic 
Co-operation.) Vol. 2. Paris. 1961. (O.E.E.C., ros 6d.) 


Who Owns Whom: continental edition (France, Italy and 
Western Germany). (O. W. Roskill & Co.) 1961. (O. W. 
Roskill & Co, 845.) 

Work Study in the Office; by H. P. Cemach, F.c.a.: second 
edition. 1961. (Current Affairs, 305.) 





Taxation Cases 


A full report of the case summarized in this colzmn 
will be published, with a Note on the Judgment in 
the ‘Annotated Tax Cases’. 


Lions Ltd v. 
Gosford Furnishing Co Ltd and C.LE. 


In the Court of Session — December 7th, :961 


(Before THE Lorp PRESIDENT (Lord Crv»x) 
Lord CARMONT and Lord SORN) 


> Income tax — Discontinuance — Trading stock vcluation 


— Hire-purchase debts — Whether amount inclucable in 
value of trading stock — Income Tax Act, 1952, section 
143. 

The appellant carried on business as а house fur- 
nisher and as a dealer in television sets and ladies’. 
furs, and it had a large number of hire-purchase 
agreements with its customers. The company sold its 
business to the first respondent, and discontirued its 
trade. Among the items included in the sale ras the 
trading stock (at £30,187) and ‘the whole of tke hire- 
purchase debts due to the company as at June 27th, 
1953’, subject to certain debts which were in arrear. 
The cumulo value of these hire-purchase delts was 
£225,717. | 

‘There was evidence that when hire-purchase agree- 
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JOHN FOORD & COMPANY 
REVALUATION OF ASSETS 


WORKS, FACTOAIES, PLANT & MACHINERY, Etc. 


ments are bought and sold between traders the 
amount paid therefor varies from 50 per cent or less 
of the total amount of the outstanding instalments to 
100 per cent thereof. А low percentage is paid if the 
expense of collecting the outstanding instalments is 
expected to be considerable, and the higher percent- 
ages are obtained in the case of a going concern 
having an existing organization for collection and 
having an expectation of future sales to the same cus- 
tomers. The first respondent possessed such an 
organization, and the amount paid for the hire-pur- 
chase agreements in question was twenty shillings in 
the pound. 

The appellant contended that the {£225,717 in- 
cluded not only the value of the goods dealt with 
under the hire-purchase agreement, but also the 
value of the right to receive the future payments from 
the hirers. The first respondent contended that it paid 
the £225,717 for the totality of the interests in the 
goods covered by the hire-purchase agreements and 
that the whole of that sum represented trading stock 
of the appellant at June 27th, 1953. The Special 
Commissioners considered that it was unreasonable 
to attempt to separate these two values, and they 
decided that the whole of the £225,717 was the value 
of trading stock within the meaning of section 143 of 
the Income Tax Act, 1952. 


Held (Lord Carmont dissenting): a part of the 
£225,717 did not represent trading stock, but repre- 
sented the value of the right to receive the outstanding 
instalments from the hirers. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs BALpWIN & Son, Chartered Accountants, 
Brighton, announce that they have reconstituted their 
Sunningdale, Berkshire, office as a separate firm 
and have admitted to the Sunningdale partnership 
‘Mr P. S. БАХАСЕ, А.С.А. The Brighton partnership 
continues to be carried оп by Mr A. J. HEALD, ғ.с.А., 
Е.А.С.С.А., and Mr C. R. P. GOODWIN, F.C.A., F.A.C.C.A., 
F.LARB. 

Messrs Crew, оа 8; Co, Chartered Account- 
ants, of Dunstable announce that as from January tst, 
1962, they have taken into partnership Mr G. W. 
Ніссѕ, who has been associated with them for many 
years. The partners in the Dunstable firm will 
be Messrs D. E. Е. GREEN, M.B.E., ЕСА,. A. Е. 
WHITCOMB, F.C.A., E. С. SQUIRES, Е.С.А., and С. W. 
HIGGS, F.C.A. 

Messrs Е1знев, Sassoon & Co, Chartered Account- 
ants, announce that they have moved their London 
offices to Farley Court, Allsop Place, NW1, telephone 
Welbeck 8111/2. 

Messrs Ниллев, Нилз, Frary & Co, Chartered 
Accountants, of Victoria House, 26 Victoria Street, 
Luton, Bedfordshire, and at Leighton Buzzard, Hemel 
Hempstead, Hertford and Watford, announce that 
Mr Aran W. Everitt, А.С.А., and Mr CLIFFORD 
BYGRAVE, А.С.А., both senior members of their staff, 
were admitted to partnership on January 13% 1962; 
the practice will continue under the same name. They 
also announce that as from the same date, a branch 
office of the firm has been opened at 18 Matthew Street, 
Dunstable (telephone: 62607) under the managership 
of Mr CHRISTOPHER F. BRIGHT, A.C.A. 


Messrs Taper, Bicos & Co, Chartered Accountants, | 


of 57 Palace Avenue, Paignton, announce that as from 
January ist, 1962, they have taken into the partnership 
Mr Вовевт JAMES CRUSE, A.C.A., who has been asso- 
ciated with the firm since 1947. The firm’s name 
remains unchanged. 

Mn О. Trevor Brown, C.A.(CANADA), announces 
that as from January ist, 1962, he has acquired the 
practice previously carried on under the name of 
ANDREAE & FINGLAND, Chartered Accountants, at 
113 Harbour Street, Kingston, Jamaica, in which he was 


a partner. The practice will henceforth be carried on in ` 


his own name from the same address. 

Messrs Вогтом, Сотву & Co, of Fairfield House, 7 
Fairfield Ave., Staines, Middlesex, announce that Mr 
L. R. SNELLING, F.C.A., has joined the partnership with 
effect from January 156, 1962. The style of the firm 
remains unchanged. 


: secretary of Shipbreaking Industries, 


Appointments 


Mr Brian Manning, C.B.E., F.c.A., has been appointed 
vice-chairman of the Woolwich Equitable Building 
Society. 

Mr G. A. Gardner, в.зс.(ЕСОМ.), F.C.A., has been 
appointed chairman of Dawson, Payne & Elliott Ltd. 


Mr D. A. J. Manser, Е.С.А., A.C.W.A., formerly chief 
accountant of Davy and United Engineering Co Ltd, 
has been appointed to undertake a special assignment 
devoted to the integration of data processing methods 
within the company. Consequent upon this appoint- 
ment Mr J. M. Mason, B.A.(ECON.), A.C.A., A.C.W.A., 
has been appointed chief accountant of the company. 

Mr Stanley J. Careless, F.C.A., F.C-W.A., A.M.B.I.M., 
has been appointed secretary of The Electric Con- 
struction Co Ltd. 

Mr J. H. Rothera, F.c.a., has been appointed secre- 
_tary of Esso Petroleum Co Ltd. 

Mr Thomas Brown, Е.С.А., managing director and 
chairman of Crown Cork Co Ltd (U.K.), has been 
elected to the board of the parent company, Crown 
Cork & Seal Co Inc. 


Mr P. W. J. Simcox, F.c.A., has been elected. to the 
board of the British Xylonite Co Ltd. 

Mr Peter M. Furse, M.A., А.С.А., has been appointed 
assistant managing director of W. J. Furse & Co Ltd. 

Mr W. Т. J. Griffin, B.A., A.C.A., has been appointed 
manager of the Foreign and Colonial Investment Trust 
Co Ltd. 

Mr D. R. de Selincourt, A.C.A., has been appointed 
deputy chairman of Alwyn Holdings Ltd. 

Mr Donald K. Somerville, A.c.A., has been appointed 
to the board of Lloyd Menswear Ltd. - 

Mr S. A. Crew, A.C.A., has been appointed secretary 
and chief accountant of Norton Grinding Wheel Co 
Ltd, as from January 15%, 1962. 

Mr William Wallace, c.a., has been appointed 
of Faslane, a 
company in the Metal Industries Grcup. 

Mr J. P. Eames, О.В.Е., F.S.A.A., F.I.M.T.A., bas joined 
the board of the Mint, Birmingham. 

Mr W. C. Golding, a.c.w.a., A.C.LS., has been 
appointed secretary of Odhams Press Ltd, and Mr A. 
Carter, A.C.W.A., has been appointed a director of 
Odhams (Watford) Ltd. 

Mr H. C. Mayer, F.A.C.C.^., executive director and 
secretary of Griffin & George Ltd and its subsidiaries, 
has been appointed deputy managing director of the 
group. 
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DOUBLE TAXATION: PAKISTAN 


'The Double 'T'axation Agreement between the Ursted 
Kingdom and Pakistan which was signed in Londom on 
April 24th, 1961, was published on January 3rd as a 

“Schedule to an Order in Council numbered S.I. »961 
No. 2467. 


OFFICIAL RECEIVER APPOINTMENTS 


Mr Wiliam Henry Meredith has been appoimted 
Official Receiver, and Mr Arthur John Seldon has teen 
appointed an Assistant Official Receiver, for the b: nk- 
ruptcy district of the County Courts of Ashton-under- 
Lyne, Oldham and Stockport, with effect from January 
1st, 1962. 

The appointment of Mr James Tye as Offcial 
Receiver, and the appointment of Mr John Austin Sell 
as an Assistant Official Receiver, for the bankruotcy 
district of the County Courts of Ashton-under-L ne, 

` Oldham and Stockport, have been revoked with efect 
from January rst, 1962. 

„д Mr Arthur Dawes has been appointed an Assistant 

“Official Receiver for the bankruptcy district of the 
County Courts of Manchester and Salford and the 
bankruptcy district of the County Courts of Hanley 
and Stoke-upon-Trent, Crewe, Macclesfield, Mew- 
town, Shrewsbury and Stafford with effect from Jznu- 
ary Ist, 1962. 

The appointment of Mr Arthur Dawes as an 
Assistant Official Receiver for the bankruptcy discrict 
of the County Courts of Blackburn, Blackpool, Boton, 
Buruley, Preston and Rochdale has been revoked with 
effect from January rst, 1962. 


SCHEDULE A AND YOU 


A small booklet entitled Schedule A and You has >een 

prepared by Barclays Bank Ltd. Extending to some 

twenty pages, the booklet briefly surveys property 
_taxation for the benefit of the layman. Copies are 
_Awailable from all branches of the bank. i 


ECONOMIC CONDITIONS OVERSEAS 


Two surveys in the series dealing with econemic 
conditions in member and associated countries oi the 
Organization for Economic Co-operation and Develop- 
ment have recently been issued. The booklets, sach 
priced 3s and obtainable from H.M. Stationery Office, 
give comprehensive analyses of economic conditioas in 
Iceland and the United States. 


LOCAL AUTHORITY SERVICES 


Rising costs are shown in two statistical returns giving 
details of local government services in respect of police 
services and fire services for 1960-61 which have deen 
issued jointly by The Institute of Municipal 
Treasurers and Accountants and The Societ: of 
$ounty Treasurers?. 

The return on police force statistics gives the 
general and financial statistics relating to all police 
forces in England and Wales, with the exception of 
the Metropolitan and City of London Forces. Ir the 


1Return of Police Force Statistics, 1960-6r and Return of 
Fire Service Statistics, 1960-61. Price ss each post free. 
The Institute of Municipal Treasurers and Accountants, 
т Buckingham Place, London SW1. : 
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yearunder review the strength of all county and borough 
forces at March 31st, was 55,156 compared with 
54,616 in the previous year. The expense met from 
rates and grants totalled £82,571,418, against 
£73,234,691 in the preceeding year, the rate equivalent 
being 18-41d and 20°07d respectively. 

Statistics for all borough and county fire services 
in England and Wales shows that total expenditure 
during the year amounted to £27,425,021, equivalent 
to а rate of 9:52d. This compared with £25,459,181 for 
the year 1959-69, the rate equivalent then being 9:094. 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


Dinner at the House of Commons 


The President of The Institute of Cost and Works 
Accountants, Mr F. M. W. Hird, F.C.A., F.C.W.A., gave 
a dinner party in the Members! Room at the House of 
Commons last Wednesday. The company totalled 
about one hundred, and- among those present were: 


Alderman F. W. Allum (Mayor of Harrogate); Messrs 
F. St Kevin Anderson (Master, The Worshipful Company of 
Vintners); Paul Bareau (Editor, ‘The Statist’); G. L. Barker 
(President, The Association of Certified and Corporate 
Accountants); Hugh P. Barker (Chairman, British Institute 
of Management); Stanley J. D. Berger, ове, м.с.; W. 
Bishop (a Vice-President of the Institute); J. Borsay (a Past 
President of the Institute); Sir Eric Bowyer, K.C.B., K.B.E. 
(Permanent Secretary, Ministry of Pensions and National 
Insurance); Mr W. K.' Brasher, с.в.в. (Secretary, The 
Institution of Electrical Engineers); The Rev. J. S. Brewis 
(Rector of St fames’s, Piccadilly); Messrs H. Burke (Prest- 
dent, The Institution of Production Engineers); E. C. L. Butler 
(Secretary, The Building Societies Institute). 

Professor A. K. Cairncross, с.м.с.; Mr L. F. Cheyney, 
O.B.E. (Secretary, The Institute of Municipal Treasurers and 
Accountants); The Hon. G. C. H. Chubb; Messrs У. L. J. 
Clarke; W. M. Clarke (City Editor, ‘The Times’); Е. С. 
Clear Hill; J. Е. Coales, 0.B.E.; H. A..L. Cockerell (Secre- 
tary, The Chartered Insurance Institute); J. М. Coltart; 
A. E. Dawson (President, The Institute of Chartered Account- 
ants in Ireland); Lord Douglas of Kirtleside, G.C.B., M.C., 
D.F.C. (Chairman, British European Airways); Messrs A. J. · 
Driver, рр. (President, The Law Society); Derek du Pré 
(Secretary of the Institute). 

Messrs E. Emmerson (a Past President of the Institute); 
John French (City Editor, ‘The Scotsman’); H. J. Furness 
(a Past President of the Institute); P. F. Granger (President, 
The Institute of Chartered Accountants in England and 
Wales); J. H. Gunlake, с.в.в. (President, The Institute of 
Actuaries); C. E. Harrison (President, Federation of British 
Industries); W. E. Harrison (a Past President of the Institute); 
Dr Bernard Hatchick; Messrs 'T. W. Hurst (President, The 
Institute of Hospital Administrators); J. W. Isaac (President, 
The Royal Warrant Holders! Association). 

The Rt Hon. Lord Jenkins, r.c. (Lord of Appeal in 
Ordinary); Sir Alexander Johnston, K.B.E., C.B. (Chairman, 


POSTAL DELAYS 


We regret any inconvenience subscribers 
may be experiencing at the present time 


owing to possible delay in receiving their 

copies of The Accountant. It will be appre- 

ciated that this is a matter which is beyond 
our control or influence. 
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Board of Inland Revenue); Dr M. С. Kendall (President, 
Royal Statistical Society); The Rt Hon. Lord Kennet; 
The- Rt Hon. Lord Latham, J.P.; Major-General C. Lloyd, 
C.B, C.B.E, Т.р. (Director, City and Guilds of London 
Institute); Messrs С. S. C. Lucas, 0.3.5. (President, The 
Institution of Electrical Engineers); E. H. V. McDougall 
(Secretary, The Institute of Chartered Accountants of Scot- 
land); Alan S. MacIver, C.B.E., M.C. (Secretary, The Institute 
of Chartered Accountants in England and Wales); Т. С. B. 
Matheson (Deputy Chairman, Association of Scottish Char- 
tered Accountants in London); Colonel E. R. Mayer, т.р., 
D.L. (President, National Association of British Manufac- 
turers); The Rt Hon. Lord Mills, P.C., K.B.E. (Minister 
without Portfolio); The Rt Hon. Lord Milne (Master, The 
Worshipful Company of Grocers); Mr A. W. Muse (a 
Past President of the Institute); Sir Charles Norris, K.B.E., 
C.B., D.S.O. (Director, British Productivity Council). 

Messrs W. Stuart Orr (Secretary, The Institute of Char- 
tered Accountants in Ireland); F. Cameron Osbourn, МЉЕ. 
(Secretary, The Association of Certified and Corporate 
Accountants); Lloyd Owen, м.в.в.; Alderman Peter Pettit, 
р.5.0., T.D., J.P. (Mayor оў St Marylebone); Messrs J. Е. 
Phillips, 0.3.2. (Secretary, The Chartered Institute of Secre- 
taries); C. E. Power (a Vice-President of the Institute); 
Harry Priestley; W. S. Risk (Immediate Past President 
of the Institute); L. W. Robson (a Past President of the 
Institute); F. W. H. Saunders (a Past President of the 
Institute); J. B. Smith (Assistant Secretary, Insurance and 
Companies Department, Board of Trade); Peter A. Smith; 
C. R. Sopwith (The Public Trustee); R. J. W. Stacy, c.B. 
(Under-Secretary, Insurance and Companies Department, 
Board of Trade); Geoffrey Stevens, M.P.; С. C. Stone (а 
Past President of the Institute); J. W. Symonds (President, 
The Institute of Arbitrators). 

Messrs Godfrey Talbot, о.в.к.; A. J. Tuck; Graham A. 
Usher, M.B.E., T.D. (President, The Institute of Chartered 
Accountants of Scotland); S. Watney (Master, The Worship- 
ful Company of Brewers); Francis Whitmore (City Editor, 
‘The Daily Telegraph’); H. Willis (Master, The Worshipful 

- Company of Musicians); W. F. S. Woodford (Secretary, 
The Institution of Production Engineers). 


There were no formal speeches. Mr Hird welcorned 
the guests and Lord Mills briefly responded. 


MANCHESTER SOCIETY OF 
CHARTERED ACCOUNTANTS 
Discussion Group 
A meeting of the Manchester Society of Chartered 
Accountants will be held at 5.45 for 6 p.m. on Tuesday, 
January 23rd, in the Chartered Accountants! Hall, 46 
Fountain Street, Manchester 2. The subject for 
discussion will be 'Installation of a process costing 

system’, lead by Mr W. Russell Jones, a.c.a. 
'lhe remainder of the spring programme is as 
follows: 
February 2rst, ‘The Institute's recommendations on 
auditing’, lead by Mr G. J. Netherclift, r.c.a. 
March 21st, 'Some thoughts on possible recruitment to 
the profession’, lead by Miss M. A. Т. Hodge, F.C.A. 
April 24th, "The place of an internal auditor in industry’, 
lead by Mr A. G. Wood, A.c.a. 
Inquiries regarding the activities of the group may 
be obtained from the hon. secretary, Mr M. J. Croll, 
A.C.A., at the above address. 


CORRECTION 


“The reference to section 173 of the Local Government 
Act, 1939, in the Weekly Note headed 'L.C.C. v. 
F.C.A.' in our issue of December 23rd should, of 
course, have read London Government Act, 1939. 


SEVENTY-FIVE YEARS AGO 
From Whe Gecountant or JANUARY rsT, 1887 


From a Leading Article 


TRADERS RECOMMENDED ТО EMPLOY ACCOUNTANTS 


Three years’ experience of the Bankruptcy Act 
of 1883 has, amongst other things, conclusively 
shown that financial confusion and bankruptcy 
is very frequently the direct result of bad book- 
keeping, and aversion by traders to 2 proper 
periodical audit by qualified accountants. These 
matters of bad book-keeping, and the want of 
an efficient audit have been mentioned so often 
in our columns, that it almost seemed desirable 
to give the subject a rest. Now and then, how- 
ever, the Bankruptcy Officials, and the Courts, 
have given expression to opinions which sound 
almost like an echo of cur cwn. The most 
pointed remarks of this kind; and the most 
complete justification of our own oft-reiterated 
opinions, that we have recently read, were made 
by the Official Receiver for Manchester, and the 
Judge of the Manchester County Court, recently 
in connection with an applicaticn made by two 
bankrupts for their discharge. The Official 
Receiver reported that the bankrupts had omitted 
to keep proper books of account, and at the 
hearing, went on to spezk on this point in 
language important enough to be reproduced. 
He said, “If men, like the bankrupts, whom he 
“believed to have been hard-working struggling 
“men, had only employed some accountant to 
“audit their books occasionally, and keep them 
*jn proper order, the debtors would not, ће 
“thought, be in the position they now are. He 
“would like to remark—and, if possible, induce 
“the Court to strengthen the observation—how 
“desirable it was that men wha were not good 
*book-keepers, should employ some person 
“occasionally to look over their books. He was 
“perfectly satisfied that if this were done, there 
“would be far fewer bankruptcies. and in many 
“cases where bankruptcy took place there would 
“be better dividends for the creditors. The 
“employment of an accountant would in many 
"instances be a saving to the bankrupts them- 
“selves; at the same time it was certain to be an 
"advantage to creditors." "With the suggestions 
made by the Official Receiver His Honour 
Judge Russell entirely agreed saying they were 
very well worth the сопздегалоп of persons 
engaged in trade. “Ву going to a small expense, 
“they could have their affairs looked over now 
“and again by a competent person, their financial 
“position would be more likely to be ascertained. 


“If this were generally done, he believed fewer. 


“bankruptcies would take place, for where men 
“were working in the dark in regard to their 
‘financial position, they were sure to get into a 


"scrape." No words of ours could add to the. 


force of these remarks. It is tc be hoped that 
they will be read and inwardly digested by those 
for whose benefit they were uttered, 
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THE LEICESTERSHIRE AND NORTHAMPTON- 
SHIRE SOCIETY OF CHARTERED 
ACCOUNTANTS 


Albe Trustee Investment Act and unit trusts’ will be 

e subject of an address to be given by Dr Chzrles 
Walker) director, Municipal and General Securities 
Co Ltd, at a luncheon meeting of The Leicestershire 
and Northamptonshire Society of Chartered Accoant- 
ants to be held in the Grand Hotel, Leicester, on 
January 18th. 

The hon. secretary of the Society is Mr J. H. 
Golcher, Е.С.А., 32 De Montfort Street, Leicester 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


‘Christians talking’ is the title for a meeting which 
wil be held at 6 p.m. on Wednesday, January r7th, 
at the Institute, Moorgate Place, London EC2. There 
will be short informal discussions on such subjects as: 
(x) Budgeting beyond life. (2) What is my textbeok? 
E Why pray? (4) Christianity —? all overtime. 
All who are interested, either as listeners or speakers, 
will be welcome. 


LONDON CERTIFIED ACCOUNTANT 
STUDENTS’ SOCIETY 


The next meeting of the London Certified Accouncant 
Students’ Society will be held on Tuesday, Janwary 
16th, at 6.15 p.m., in the Chartered Auctioneers’ Hall, 
Lincoln's Inn Fields, London WC2, when Mr J. M. 
Cooper, A.A.C.C.A., A.C.LS., Assistant Editor of Taxazion, 
will supervise a mock income tax appeal. 

Members of other Association students’ societies 
will be welcome. 


UNION OF CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETIES 


“Members of chartered accountant students’ socicties 

„Ате reminded that all such societies welcome to their 
meetings members of other societies who are tembor- 
arily in their area. 

There is also an arrangement for transfer of mem>er- 
ship without additional fee for members who per- 
manently change their district. 'The interchange should 
be carried out through the secretaries of the societies 
concerned. 

Students’ societies hold meetings in the following 
towns: | | 

Ashford (Kent), Bedford, Birmingham, Blackpool, 
Bournemouth, Bradford, Brighton, Bristol, Cambrzige, 
Canterbury, Cardiff, Carlisle, Chelmsford, Chester, Zol- 
chester, Coventry, Darlington, Derby, Doncaster, Dorling, 
Dorchester, Eastbourne, Epsom, Exeter, Faverskam, 
Grimsby, Guildford, Halifax, Hastings, Hereford, Hudcers- 


field, Hull, Ilford, Ypswich, Kettering, Leeds, Leicester, 
Lincoln, Liverpool, London, Luton, Maidstone, Man- 
chester, Middlesbrough, Newcastle upon Tyne, Newport 
(I.W.), Northampton, Norwich, Nottingham, Oxford 
Peterborough, Plymouth, Portsmouth, Preston, Reading, 
Redhill, Salisbury, Scunthorpe, Sheffield, Shrewsbury, 
Southampton, Southend, Stockton-on-Tees, Stoke-on- 
Trent, Sunderland, Swansea, Taunton, Torquay, Truro, 
West Hartlepool, Wolverhampton, Worcester, York. 


THE INSTITUTE OF INTERNAL AUDITORS 
Yorkshire Chapter 


The next meeting of the Yorkshire Chapter of The 
Institute of Internal Auditors will be held at the 
Guildford Hotel,.The Headrow, Leeds 1, on January 
3oth, at 7 p.m., when the speaker will be Mr F. A. 
Adams, finance officer, Leeds (A) Group Hospital 
Management Committee, who will be speaking on 
‘Financial control in the hospital service’. 

Non-members will be welcome and inquiries 
regarding the Chapter’s activities should be addressed 
to the secretary, Mr A. E Gardner, divisional internal 
auditor, National Coal Board, Ellers Road, Bessacarr, 
Doncaster. 


MANAGEMENT ACCOUNTING COURSES 


Two one-day courses dealing with stock control and 
reduction, and capital budgeting and assessment are 
to be held at the Midland Hotel, Manchester, on 
January 30th and 31st respectively The courses will 
be presented by Dr J. M. S. Risk, B.COM., PH.D., 
F.C.L.S., F.B.I.M. 

А three-day course on budgetary control and stand- 
ard costs will be held at the Mostyn Hotel, London, 
from February 6th — 8th, and will comprise budgets 
and standard cost rates, forecasts and output levels, 
and procedure for instaling budgetary control and 
standard costs. This course.will be repeated at the 
Midland Hotel, Manchester from February 13th — 15th. . 


Week-end Seminar 


А week-end residential seminar commencing on the 
afternoon of Friday, February 16th, until the afternoon 
of Sunday, February r8th is to be held at Blossoms 
Hotel, Chester. It provides an unusual opportunity in 
a decision-making exercise. Members will be divided 
into teams which compete against one another and 
theresults of their decisions will beevaluated at frequent 
intervals by an electronic computer The exercises are 
designed for executives who wish to gain a grasp of 
the operation of a company as a whole. 

- Further particulars regarding the seminar and the 
above courses may be obtained from Management , 
Courses Ltd, 8 St George's Terrace, London NW1. 
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LOCAL GOVERNMENT FINANCE 
STATISTICS 


The cost of running local authority rate fund services 
in England and Wales, other than trading services, in 
the financial year 1959-60 was £1,6604 million ~ an 
increase of £120} million compared with the previous 
year. These figures are among details, published last 
week! of the income and expenditure of English and 
Welsh local authorities for the financial year 1959-60 by 
the Minister of Housing and Local Government. 
Other changes noted in the statistics include an 
increase of £25 million in payments made by council 
tenants and those. making use of other rate fund 


1 Local Government Financial Statistics, England and 
Wales, 1959-60. H.M.S.O. Price rs 9d net. 


services. The income from rates rose by £96 million 
to £650 million. Government grants, apart from 
capital grants, were £464 million higher at £704% 
million and expenditure of the trading services agai 
increased, to £2224 million compared with £213% 
million in 1958-59. : 

Capital expenditure, at £5314 million, was higher 
than in 1958-59 by nearly £51 million. This expendi- 
ture includes nearly £58} million for advances on 
mortgage to private individuals for house purchase. 
Debt, after deducting sinking funds and sums repay- 
able for nationalized services, amounted at the end of 
the year to over £5,628 million – an increase in the year 
of some £363 million. The remuneration of local 
government officers and employees cost nearly £899 
million — an increase of over £72 million. 


New Legislatic 
All new Acts are noted in this column, together with those Statutory Instruments which are = = 
of interest to the profession. The date given indicates when ап Act received the. Royal ‘Assent 


or when a Statutory Instrument becomes effective. Copies of either may be obtained through 


Gee & Co (Publishers) Limited, z 31 Strand, London WC2. 


STATUTES 
(9 &;10 Eliz. 2) 
Chapter 65: Housing Act, 196r 
Ап Act to make further arrangements for the giving of 
financial assistance for the provision of housing 
accommodation, to confer further powers on local 
authorities as regards houses let in lodgings or occupied 
by more than one family, and houses or other buildings 
affected by clearance orders and demolition orders, to 
amend section five of the Rent Act, 1957, by allowing 
a greater increase in the permitted rent for improve- 


ments, to alter the circumstances in which improvement . 


grants and standard grants may be made under Part II 
of the Housing (Financial Provisions) Act, 1958, and 
the Housing and House Purchase Act, 1959, to amend 
the law with respect to repairing obligations in short 
tenancies of dwelling-houses, and to amend the Town 
Development Act, 1952, as regards development carried 
out wholly or partly in a county borough and as regards 
the assistance which may be given by a county council 
for town development; and for purposes connected 
with any of those matters. 


Price 3s 6d net. October 24th, 1961. 


(10 Eliz. 2) 
Chapter 1: Tanganyika Independence Act, 1961 
Ап Act to make provision for, and in connection with 
the attainment by Tanganyika of fully responsible 
status within the Commonwealth. 
Price 15 net. November 22nd, 1961. 


Chapter 2: Southern Rhodesia (Constitution) Act, 
тобт 

Ап Act to provide for the grant of а new constitution 

for Southern Rhodesia. , . 

Price 3d net. - November 22nd, 1961. 


Chapter 3: Export Guarantees Act, 1961 


Ап Act to increase the limit imposed by section 2 of 
the Export Guarantees Act, 1949, as amended by any 


subsequent enactment, on the liabilities which may be 
undertaken by the Board of ‘Trade in respect of guar- 
antees under that section and certam other transactions 
under the Export Guarantees Acts, 1949 to 1959. 

"Русе 3d net. December 20th, 1961. 


Chapter 4: Expiring Laws Continuance Act, 1961 


An Act to continue certain expiring laws. 
Price 5d net. December 20th, 1967. 


Chapter 5: Coal Industry Act, 1961 


An Act to make provision until tae end of the уеағ- 
1962 for financing any accumulated revenue deficit of _ 
the National Coal Board. 
Price 3d net. : December 20th, 196r. E 


Chapter 6: Family Alldwances and National 
Insurance Act, 1961 


Ап Act to improve and extend the allowances payable 
out of the Industrial Injuries Fund in respect of injury 
or disease arising out of pre-1948 employment; to 
amend the National Insurance (Industrial Injuries) 
Acts, 1946 to 1960, and the National Insurance Acts, 
1946 to 1960, as regards the circumstances giving a 
right to or affecting the continuance or rate of certain 
benefits, as regards the references in certain provisions . 


- relating to contributions to an income not exceeding 


£156 a year or to remuneration not exceeding 605 a 
week, and as regards matters connected with the 
administration of the Acts and the making and oper 
tion of orders and regulations thereunder; to makè 
further provision as to sums wrongly paid by way of 
benefit under those Acts or by way of family allowance; 
to alter the meaning in those Acts and the Family 
Allowances Acts, 1945 to 1959, of the word ‘child’; to 
provide for certain expenses of the Minister of Pen- 
sions and National Insurance; and for purposes соп- 
nected therewith. 

Price 2s net. December 20th, 1961. 
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Uncertain Prospect 


T wculd be a mistake to believe that the extensive publicity 
Теза Mr SELwyn LLovp's latest statement to the T.U.C. 

reflected the extent of its contribution to a solution of the ` 
present mpasse over the “pay pause? in particular and national 
economi: planning in general. What that publicity does in fact 
indicate s the continuing and growing concern among responsible 
opinion .n the country over the present situation. It can hardly 
be asser:ed that the CHANCELLOR’s latest letter helps very much, 
except possibly in one respect. This is the assurance that the 
‘pause’ vill not — as a considerable proportion of organized labour 
clearly believes to be the case — be directed solely at wages. If, 
stated tre CHANCELLOR’s letter, ‘it was established that aggregate 
profits were increasing disproportionately as compared with wages 
and salazies, the Government would not hesitate to take corrective 
action ir the fiscal or other fields’. i 


Yet can it be denied, that this assurance should have been 
stressed from the outset even though, as the CHANCELLOR'S letter 
goes on <o recognize, the implementation of this policy of keeping 
incomes within every sector of the economy in line for any long 
period is hardly a practical proposition. In any case, nobody who 
has stucied the United Kingdom industrial production figures 
for the Dast two years or more has any hopes that profits and 
dividencs are likely to leap ahead of wages during tbe next twelve 
months. Nevertheless, the current obsession within the community 
with the thought that those working in one sector of the economy” 
may get more than those in another, is likely to stultify Britain's 
econome growth. In any economy, unless it is completely regi- 
mented, prices of goods and the rewards to the factors of produc- 
tion must move relatively to one another, if only to bring about 
the zedi-tribution of labour and other economic resources needed 
by the cnanging demand from within both the public and private 
sectors. 

The most pressing need is for a wages policy which will enable 
the neecs of individual industries for additional labour to be met 
and thei- capacity to pay reflected in the wages structure. 'The real 
weakness of the 'pay pause' is that it ignores this need for a 
flexible structure of wages and salaries, which takes into account 
not only the differing circumstances of various industries, but the 
variatiors between different areas of the country in their local 
supplies of labour. Why should the level of wages in many 
industri s throughout the country be dictated by the abnormal 
demand for labour in London and the south? By differentiating 
these w-ge rates, some movement of labour might be achieved. 


anb 
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The main result of the present policy of fixing 
wage rates on a national basis is cost inflation. 
The ‘pay pause’ is merely the reverse side of 
the coin, represented on the other side by the 
trades unions’ insistence that if the labour force 
in one industry gets а 5 per cent increase, then so 
should the members of every other union, regard- 
less of the needs of the economy or the ability of 
other industries to pay such rates. It also means 
that industries which could pay an increase of 
more than 5 per cent cannot do so, for fear of 
distorting the wage structure elsewhere. The 
result is that in these industries in the economy 
where expansion is possible, it is held up for lack 
of labour, while elsewhere employers hoard 
redundant labour. If Mr Lrovp's planning 
council can bring some sane thinking to bear on 
this issue, which unfortunately is so bound up 
with sectional self-interest coupled with ignorance 
and prejudice, our prospects of avoiding a further 
bout of “cost inflation' would be.infinitely brighter. 
Аз we pointed out in a leading article on 
January 6th, public concern with the “pay pause' 
and its immediate consequences is diverting 
attention from the consideration of what Britain's 
long-term policy should be within the economy 
as a whole. In his valedictory address to the 
stockholders of Barclays Bank, Mr ANTHONY 
"Токе reflected on the policies of the past decade 
and sought therein suggestions for the present. 
His reference to ‘the dubious expedient of a 
7 per cent Bank rate' found an echo in Sm 
Навогр BrBBY's comment to the members of 


Martins Bank, deploring the 'disturbing effects 


on the economy brought about by frequent 
alterations in the Bank rate’. Both chairmen 
were concerned that the full force of implement- 
ing the 'credit squeeze' fell upon the banks, 
just as they both commented on the effects of 
Bank rate in bringing about an undesirable inflow 


of hot money which merely added to Britain's 


balance of payments problem. 

Referring to the extensive tariff protection still 
afforded many British industries, Sır HAROLD 
Втвву concluded that “this generally easy life 
in the home market is doubtless one of the reasons 
why our productivity has not been forced to rise 
by economic compulsion’. Unilateral reduction 
of tariffs is hardly practicable; it must wait 
upon the outcome of the present negotiations with 
the European Economic Community. The wider 
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negotiations under the Genera. Agreement on 
Tariffs and Trade (GATT) should also bring 
some benefits in their train, zlways assuming 
PRESIDENT KENNEDY can divert Congress from s 
its current protectionist inclinations. The exhorta- 
tion to export will, as the Government by now 
must surely have learned, achieve little, so the 
creation of a competitive domestic economy is 
only a first step – but an important one. With the 
possibility of intensive competition in the 
domestic market, however, the need for long- 
term measures to deal with redundancy is evident. 
Without such policies, labour co-operation in 
policies aimed at raising efficiency will hardly be 
forthcoming. | 

There is little doubt that a siznificant change 
has taken place within the ranks of industrial = 
management over the role of Government ~ 
planning. Sır Навогр Втвву implicitly recognizes 
that overall planning is needed, if only because 
‘in our present position a strict sense of priorities 
must be observed’. Mr Turer, while recognizing 
the public's distaste for central planning and 
controls, acknowledged that “some sort of central 
organization of our economy may have to be 
accepted, if it can be conducted on the basis of 
voluntary co-operation between employers and 
employed'. Like this journal, however, he views 
with concern the absence from the CHANCELLOR's 
planning council of any independent members, 
noting that ‘perhaps independence, if that implies 5^ 
impartiality, is hardly conceivable in regard to ` 
this highly contentious question”, i.e. of economic 
planning. 

The recent publication of the results of the 
inquiry into industrial capacity эу the National 
Institute of Economic Research makes it abund- 
antly clear that the major bottleneck within the 
economy is labour. In these circumstances, a 
continuing failure to achieve a settlement on 
current wage claims as well as an agreed *wages 
policy' for the future, could prove disastrous to 
Britain's hopes of increasing exports. A renewal 
of the wage-cost type of inflation could rapidly 
wipe out all the advantages conferred upon 
British manufacturers by the revaluation of the 
Deutschmark and the revival of the United States . 
economy. In putting forward his alternative 
courses for the evolving of a wage policy, the 
CHANCELLOR’s letter has at least put first things 
first. 
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^and Training of Accountants 


Sole беен on the Parke- Report 


by W. T. BAXTER, B.Com., C.A. 
Professor of Accounting, University of London 


і HE report of the Committee on Education 
. and "Training (the Parker Committee. has 


not prompted much public discussion. 


' This is a pity, as it deals with matters that are of 


wide interest and seem likely to be of critical 


= ^jimportance for The Institute of Char-ered 


} 


Accountants in England and Wales. Because of 
the reports wide implications — for the whole 
profession and, indeed, the community at la-ge — 
perhaps some comment by an outside зрее 
may be forgiven. 

Accounting education is a field in which it is 
much easier to attack the schemes of others than 
to put forward acceptable schemes onesel. So 
I must start by hoping that my views wiL not 
seem captious or unduly negative. The Parker 
Committee was admittedly faced with protlems 


of much difficulty; any conceivable report was- 


bound to strike some of its readers as unscund. 
It is important to understand the difficulties. 


They fall under three heads: (r) the lack of a 


common goal; (2) the big part now played by 
Government in training young people for most 


` other professions; and (3) the new skills that 


accountants now need. 


The Difficulties 
(1) The lack of a common goal ` 
All accountants would agree that a sound traning 
is desirable. But a training for what? Different 
jobs demand different types of experience. Many 
men go into industry after qualifying; they. would 
obviously like the training to stress matters such 


as costing and management accounting rather | 


than executorship. Even if a man: ‘stays in the 
"y profession", he is faced with a choice between, 
say, general country practice or work in a. City 
firm — possibly with specialized departmen's for 
auditing, tax and management services. Amd (if 
one may touch on a delicate point) this diffe-enti- 


ation is not just a matter of special subjects— the , 


quality of the man is variable, and the training 


most suitable for the profession's future leaders 
may be too exacting for the normal recruit. 
Even if we all agreed on what constitutes the 
best training. we should start to disagree when 
we came to count the cost. А good training scheme 
must involve both articled clerks and employers 
in some financial sacrifice and inconvenience. 
For instance, if sixth-formers are to be attracted 
in large numbers, they probably must be given 
better terms than the lad who leaves school at 
16; the Parker Committee recommends — wisely, 


` I think - a reduction of one year in their articles, 


and they will doubtless be more insistent than 
boys of 16 on receiving adequate pay, experience 
and supervision. Арат, if articled clerks are to 
attend day-time courses, this time will be lost to 
their employers. 

The higher the future standards of the profes- 
sion, the greater the price that it must pay now; 
education is a long-term investment —and the 
man who puts up the capital does not always get 
the dividend. Even the most ardent of reformers 
would therefore agree that we must strike a 
balance between present and future welfare. But ` 
where? The Parker Report may perhaps not 
unfairly be summarized as recommending a low 
price now for a low future return. 


(2) Government help in training 


When the Institute came into being, professional 
life was reserved for the sons of parents who 
could and would make a big sacrifice. The 
Welfare State has completely changed the picture. 
Now Government gives generous help to schools, 
colleges and universities; and any boy or girl 
with a good brain is paid to be a student. The 
country’s growing prosperity reinforces the 
Welfare State: more and more:youngsters are able ' 
to go through the sixth-form; thereafter, if they 
want to enter business, they are eagerly sought out 
by employers, and in тапу careers start to train 
on terms that cause my smiles among us older 
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people who can remember starting work in the 
“Great Depression’. The experience of the 
Dominions and the United States reinforces 
the view that affluence and demand for university 
education grow hand-in-hand. If Britain's 
economy has reasonable luck, probably most 
bright children will in a few years choose as a 
matter of course to go to'a university. 

Thus the Institute is now trying to swim 
against a very strong tide. Private training has 
become an anachronism., ‘If the other chaps all 
go into the sixth form and then take degrees’, 
the intelligent boy will ask himself, ‘why should 
I serve five years in articles? If my friends get 
paid to study and enjoy university life, why 
should I have to take a correspondence course – 
and pay for it myself? 

Any profession that fails to answer such ques- 
tions satisfactorily must fall in public esteem 
and lose much of its appeal to good recruits. 
True, the results may not at first be obvious; 

‘for instance, failure to attract graduates will not 
have disastrous results at once, because 'the 
bulge’ and the consequent. shortage of university 
places will no doubt for some years compel 


many lads of reasonable ability to go straight . 


from school to the profession. However, as soon 
as Britain can afford to set up enough institutions 
of university rank, this stream is likely to fall 
away. 


(3) The new shills needed by accountants 


Most accountants would agree that the profes- 


sion's work has become more exacting over the 
years. This holds both for the traditional tasks — 
accounting, tax and auditing — and for the new 
ones that are now provided by industry's needs 
and advances in technology. Business firms 
increasingly ask for figures that will be useful for 
control and decisions. Book-keeping is being 
taken over by machines, and simple machines are 
being superseded by electronic marvels; in the 
mid-sixties, computers will probably be used by 
some 1,500 British firms.. Mathematics and 
statistics are providing unexpected aid in many 
sectors of business (including auditing); to quote 
a report of the Ford Foundation: 


‘Such analytical techniques as scientific pro- zi 


gramming, statistical decision theory, and com- 
puter simulation of complex systems. have come 
into use only in the last decade. Although there is 
the expected time lag between theoretical advances 
and applications, many business firms are already 
committed to the use of recently developed mathe- 
matical and statistical techniques.as part of the 
decision-making process. . . .' 


. formal teaching can be supplied only by colleges · 
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This formidable list of new subjects is by no 
means complete; and doubtless the list will grow 
with the years. Many of the subjects are part of, 
or close to, the profession's ordinary work; before 
long, any young accountant who fails to under- ~ | 
stand them will not be properly trained. Other | 
subjects stand further afield, and can perhaps in 
the main be taken on trust; but, even if we agree 
that an accountant should ол occasion use 
formulae or a ‘black box’ withott first mastering 
their underlying mathematics, he needs some 
study of theory if he is to know their possibilities 
and pitfalls. One of the developing subjects — ! 
capital budgets for long-term plans (e.g. problems | 
of make-or-buy, plant replacement, profitability - | 
of new ventures) — Нез so close to the accountant's 
work that he can hardly ignore it without great | 
loss of face; yet he cannot solve these problems 
correctly unléss-he is at home with annuities and е 
economics. em 

If we accept that these new subjects — or some | 
of them – are-essential to accountants who hope 
to succeed against well-educated competitors 
from other professions, then we must ask where 
the necessary training is to come from. Much of 


.it must take the form of detailed instruction in 


somewhat abstract subjects; access to extremely 
expensive computers may aiso prove important. 
Few firms of accountants (certainly few small 
firms) can hope to give such training unaided. 


So, if young accountants аге їо be well-equipped 


for the brave new world, their articles must be ‘ 
combined with substantial doses of formal 
teaching (and I do not believe that correspond-. 
ence ‘courses, efficient though they are for some 
tasks, could possibly give what is wanted). Such 


with an ample staff of specialists. 

Small accounting firms in particular should ` - 
press for the setting up: of courses for traming in 
theory. Hitherto these firms have been able to 
claim, not without reason, tha: their type. of 


' practice gives a good basic training to the clerk. 


In future, they are likely te lose ground to the 1 
big firm, unless they can supplement their у 
resources from outside. $ 


` 


Relevant Recommendations by the _ 
Committee . -g 


The Parker Committee touches ап most of these’ 
problems (though it fails, in my view, to bring 
out their gravity). How does it эгорозе to deal 
with them? So far as the sixth form is concerned, 
its recommendation – reduction of a year in the 
period of articles to candidates *with advanced 
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level: qualifications’ — seems ‘bold and perhaps 
adequate. But it has little more to suggest. It does 
not recommend that boys who leave school at 
. 16 — likely in future to be rather poor material – 


“should no longer be accepted. It does not put 


forward effective plans for linking practical 
training with worth-while spells of formal study 
in state-sponsored (or. private) colleges with 
adequate staffs. And 1t does not suggest any new 
means for attracting graduates. - | 
Two points in the Committee's argument seem 
to call for discussion — its dislike of class-room 


: teaching, and its scheme for holding three-week 


Courses. 


Class-room teaching ` | 
The Committee's unwillingness to recommend 


full-blooded courses seems to stem in part from . 


г . ` Ы 
— a distaste for ordinary teaching arrangements. 


‘We do not envisage “class-room” teaching 
(accompanied by a modest amount of “лоте- 
work") as a suitable medium except within the 
narrowest limits’ (paragraph 158). 

It is hard to understand this attitude Class 
teaching is almost universally accepted as the 
best available form of instruction (save м Реге the 
student/teacher ratio is so enviably lov as to 
turn the teacher into a personal tutor). Fresum- 
ably the Committee thinks classes involve spoon- 
feeding. But why should they? And why should 
the volume of homework be modest? А competent 
teacher pitches instruction at as high a level as 

г his class can stand. 


5 The Committee extols ‘solid private reading’ 


Mer. 
` 


= 


with ‘proper tutorial guidance’. The case for such 


. study is overwhelming — if the student is mature, 


has plenty of time and energy, is near a large 
library, and works under a tutor. The average 
articled clerk is young, studies when tired by 
office work, lacks a library, and has only a corres- 
pondence course to serve as tutor. In such circum- 
stances, private study by itself must be far inferior 
to study linked with classes. 


Three-week courses 


The Committee’s most positive suggestion is 
that the articled clerk should attend an intro- 
ductory course soon after he enters ar office and 
4 again before each part of the Final excmination — 
such courses to last “at the most for three 


: weeks’. 


This scheme is at least a token beginning and 
so is welcome. But, unless the details are well 
planned, it may prove a disappoirtment and, 
indeed, do more harm than good. Presumably 
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most of the courses will be sponsored by district 
societies, and will be given at technical colleges 
(though it is hard to see why the taxpayer should 
subsidize courses that are reserved exclusively 
for the Institute, as the Committee wants). The 
Committee envisages (paragraph 172) that most 
districts will need three courses per term, each for 
a group of, say, thirteen or fourteen clerks. Under 
such a plan, the teachers will tend to be full-time 
employees of the colleges. If their instruction is 
to be worth while, plainly their qualifications 
must be high. But what sort of hack would be 
content to give three-week introductory courses 
in an endless chain? Few teachers of the necessary 
calibre could stomach such a task. So the courses 
are likely to be stale and dull, and calculated to 
make the clerk dislike all lectures. 

With safeguards, a three-week course can be 
valuable. I have been to such a course in America. 
It is given each summer by one of the big auditing 
firms for some 250 of its new clerks. These young 
men attend lectures after breakfast, and then 
labour till late at night on a model audit; and - 
according to one of the partners – they mature in 
those three weeks as much as they would in nine 
months of practical work. 'The course is resi- 
dential; every detail is planned with care; partners 
or seniors take the lectures and small classes; 
and the clerks are graduates. 


Alternative Plans for Theoretical Training 


Such conditions are not likely to obtain in 
England for a long time. What sort of second- 
best is feasible? 

If courses must indeed be restricted to three 
weeks, then they should probably be held less 
often — say, once or twice a year— and should 
cater for several hundred clerks at a time. The 
teachers would not find such a course unduly 
repetitive; professional instructors of quality (or 
maybe senior practising members of the Insti- 


* tute) might well agree to give the instruction. 


However, three ‘block release’ courses, each of 
up to three weeks in length, is woefully little. 
(This is particularly true where clerks leave 
school early.) Experience in Scotland. and the 
Dominions shows that much more is desirable. 
The report seems to agree; ‘the Association of 
University Teachers of Accounting estimates, 
and we do not dissent, that to give suitable 
instruction for the Institute’s examinations in a 
series of “block release” courses a total period of 
eighteen months (excluding “homework” between 
the courses) would not be too long for non- 
graduates or twelve months for graduates’ 
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(paragraph 147). The Law Society plans to make 
non-graduate recruits attend a preliminary course 
(at the Society's own school) spread over a year; 
non-graduates and graduates will both be allowed 
further time off during their last six months of 
articles. Why should English accountants be less 
well-trained than solicitors? 

If adequate ‘block release’ courses are ruled 
out, 'day attendance' is a possible substitute. 
There is a lot to be said for imbibing knowledge 
in a series of sips rather than a single gulp; the 
student learns better, and he has ample time to 
work out exercises between classes. Atténdance 
for, say, one day a, week at a good technical 
college would thus be suitable for clerks (though 
it would interfere with their office duties more 
persistently than block releases). Attendance for 
part of a day, and in the evenings, would be 
better than nothing. I understand that the Bristol 
District Society has started courses of this type, 
and that their results — as reflected in examination 
performance — seem full of promise. 


Р 


4 


E 


The Universities U 


I have so far said little about the role of the 
universities — for the simple reason that un- 
fortunately the great majority of new entrants 
are not likely to be graduates. At present, only 
some Io per cent of articled clerks are graduates 
(as compared with the solicitors' rate of over 


40 per cent); the percentage is perhaps growing, | 


but bold measures will be needed if it is to rise 
to the level found in law, let alone medicine. 

The main concession with which the Institute 
attracts graduates is the two-year reduction in 
articles. This appears to be too weak an attraction 
now; and its pulling power may be further 
weakened if a one-year reduction is given to 
A-level entrants. 

I venture to suggest two changes. The first 
would call for only a trivial concession. А student 
who does not enter articles immediately after his' 
university Final (e.g. the man who travels abroad 
till the autumn) may well register with the 
Institute too late to be allowed to sit his pro- 
fessional Final in May of his last year. Some re- 
laxation here would be helpful. 

My second proposal is more important. The 
period of articles should be cut down slightly, 
at least for graduates who already know some- 
thing about accounting. Once again, the Law 
Society has taken the lead. It proposes to reduce 
the articles of graduates in law to two and a half 
years (provided these graduates have already 
passed examinations in prescribed legal subjects). 
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I do not propose to say much about the ‘special 
degree" in accounting, economics and law. I think 
that such a degree is an excellert beginning for an 
accountant. Considering how small the normal, 
honours schools are at most universities, a scheme" 
that provides the Institute with some 140 gradu- 


„ates a year is not doing too badly. Graduates аге 


now taken eagerly by suitable firms, at salaries 
far higher than those of two or three years ago. 
If the universities keep standards а: a good 
honours level, and widen the curriculum to 
include some of the new subjects mentioned 
earlier in this article, the success of the degree 
seems assured. 

It is scarcely necessary to stress the Institute's 
quite extraordinary position in the matter of 
higher education. The accounting bodies of 
almost every other advanced country loox largely 
to the universities for the formal training of their 
recruits ; most of the other professions in England 
do the same; the Institute alone clings to Victorian 
standards of education. One must admit to a cer- 
tain admiration for the independent spirit of the 
only member of the regiment who is in step. 
However, even the most conservative must 
eventually adapt themselves if they are not to 
stagnate — or worse. And the Institute must now 
move far and fast if it is to catch up with other 
professional bodies. 


Supply of Teachers 


One other point is immensely important. Any 
scheme of education stands or falls by the quality € 
of its teachers. Whatever the system adopted by“ 
the Institute — correspondence courses, block 
release, university degrees, or anything else — the : 
most essential first step in the plan is to ensure 
the supply of good teachers. And, in account, 
such men are rare. 

What are the specifications of the налево who 
will instruct clerks studying for their Finals? He 
must have the right personality. He should be a 
qualified accountant with sound experience. And 
his knowledge of theory should far exceed that of 
his class — which means that he must have studied 
accounting and allied subjects in depth; so he 


· should at least have a good honours degree, and 


will be all the better for graduate training too 
(e.g. a Master's degree). 

'The special degree can play a useful part in 
training some of these specialists. But it needs 
to be supplemented, especially at graduate level. 

The Institute could best help by providing 
scholarships. These might, for instance, be 
offered to clerks who obtain distinction in pro- 


/ 


P 


January 20th, 1962 


fessional examinations. Two levels of award. are 
needed: 

(i) Undergraduate scholarships (for three years), 

to enable accountants without unive-sity 


oy experience to take Bachelors’ degrees; and 


(ii) Graduate scholarships (for one or two years), 
to enable accountants already  hoHing 
Bachelors’ degrees to take Masters’ degrees. 

The Parker Committee (paragraph 175) feels 

‘that the best opportunities of strengthening the 
links between the profession and the universities 
lie ‘in «ће field of post-graduate and bost- 
qualification activities’. Scholarships seen- ‘the 
obvious means for implementing its sentiment. 


Conclusion 
The chief aim of this article is to stress the 
urgency of the case for vigorous reform. Social 


> 


t 


Overseas Trade 
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and economic circumstances are changing whole- 
sale, but the Institute's training stands still. 
Unless its methods are improved there is risk of 
serious loss to the Institute, the profession, and 
the British economy. The Parker Committee 
notes the need, and makes some minor sugges- 
tions. And it certainly describes the many 
difficulties attached to worth-while reform. These 
aré real enough; but the Institute commands 
wealth and power, and can probably get niost of 
what it wants if it sets about the task with energy. 
The important thing is to aim high. 

Mr Bertram Nelson's reservations (page 85 of 
the report) give a suitable last warning: 'I doubt 
whether the profession can prosper unless its 
educational attainments are kept in line with the 
educational attainments of its clients.’ 

The danger is real. 


-1938 and Now 


CONTRIBUTED 


November 18th last, discussing the cecline 

in Britain's invisible earnings compared 
with pre-war days, has prompted the author of 
this article to undertake a comparative stidy of 
the United Kingdom's overseas trade in 1938 and 
now. Nearly a quarter of a century has clapsed 
since the last full pre-war year and the changes in 


T leading article in The Accountant of 


— foreign trade which have taken place have been 
_-3 substantial. They have occurred within a frame- 


work of expanding world trade. 

In the 1930s and during the war, futur» pros- 
pects appeared to be disappointing; tralitional 
world trade, especially in cotton textiles, was dis- 
appearing as domestic industries were being 
established and extended in many of the newer 
countries. The opportunities for increased trade 


between the advanced industrial communities - 


seemed likely to become fewer as the character of 
their industrial development became more and 
more similar. But, in fact, world trade ix manu- 
factures has risen more rapidly thar world 


industrial production since the end of the war. In _ 


particular, the rise in inter-European -rade in 
| manufactured goods has been quite remarkable. 
` There has been a corresponding relative fall in 
world trade in primary products, particularly if 
oil is excluded. One reason advanced for this 
relative fall is the preoccupation of a number of 
semi-industrialized countries with their mdustrial 
development to the neglect of their export trade 


in primary materials, and this has had to be 
countered, to some extent, by the use of syn- 
thetic products and by economy in the use of raw 
materials on the part of highly industrialized 
countries. 


Import and Export Levels Compared 


In money terms, Britain’s imports in 1938 
amounted to {920 million, in 1960 they had 
reached the record figure of £4,556 million, i.e. 
about five times as great. Exports and re-exports 


іп the two years were £533 million and £3,678 


million, respectively. Thus the 1960 level was 
some 62 times that of 1938. Within this growth, 
re-exports increased from £62 million.to £142 
million – very much less than the rate of increase 


in exports. Expressed as a percentage of gross 


national product, imports have risen from 18:1 
per cent in 1938 to 20:4 per cent in 1960, whilst 
exports rose from 10-5 to 16:5 per cent. Thus over- 
seas trade looms larger in the national economy 
than in pre-war days; export effort is relatively 
much more important, Exports in 1961 are likely 
to be about 34 per cent greater than in 1960 and 
imports 3$ per cent lower. 

In spite of the increased importance of exports, 
Britain's share in world trade in, manufactures 
was lower in 1960 than in 1938. In that year, 
Britain provided 22 per cent of this trade, against 
16 per cent in 1960. Japan held about 7 per cent 
in both years, West Germany's share had risen 
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from 15 to 19 per cent, that of the United States 
from 20 to 22 per cent and ‘other European’ from 
24 to 31 per cent. During 1961, Britain's share 
fell still further, but not to any alarming extent. 
The reasons put forward for this substantial fall 
compared with pre-war days are many and verious. 
No doubt Britain's exports are not so competitive 
on price grounds as they used to be, but speed of 
delivery may also be a significant factor. Britain's 
traditional markets have not,expanded so much 
as those of her competitors. Other factors which 
have been mentioned are inadequate attention to 
design, marketing and salesmanship, and poor 
repair facilities and after-sales service. 

In pre-war days, 40 per cent of Britain’s 
imports came from Commonwealth countries and 
the Irish Republic whilst 50 per cent of her 
exports went there. The percentage of imports 
from these countries in 1960 was also 4o but the 
proportion of exports to them had fallen to 44 per 
cent. In 1938, a further 28 per cent of Britain’s 
imports came from Europe and 30 per cent of 
her exports were taken by European countries. 
Current proportions are 31: per cent for imports 
and 32 per cent for exports but the latter has been 
steadily rising in recent years. These trends are 
interesting in relation to Britain's application to 


join the European Common Market and ће 


reactions of Commonwealth countries to this 
application. Significant changes have also 
occurred in the proportion of trade with the 
United States. In 1938, 124 per cent of import 
trade and 5:3 per cent of export trade was with 
the United States; in 1960, imports were still 
about one-eighth of the total, but exports had 
risen to 9:3 per cent. 


Changed Nature of Foreign Trade 


Food, drink and tobacco made up 47 per cent 
of United Kingdom imports in 1938, raw 
materials accounted for 28 per cent and articles 
wholly or mainly manufactured, 25 per cent. 
Today, the proportion taken up by food, drink 
and tobacco has fallen to one-third, basic materials 
make up 23 per cent, petrol and petroleum pro- 
ducts a further 1x per cent, whilst manufactured 


goods have risen to 32 per cent. This latter рег-. 


centage has steadily grown in recent years, it 
reflects the effect of liberalization measures and 
the growing trade with Europe. 

In 1938, coal exports were 8 per cent of the 
total, today the proportion is under 1 per cent 
but petroleum products account for 3 per cent of 
total exports compared with a negligible pro- 
portion in pre-war days. The proportion of 
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textiles and clothing exported has fallen heavily — 
from 22 per cent of all exports to less than 8 per 
cent, but engineering products which accounted 
for 28 per cent in 1938 now make up slightly 


more than half. Chemicals have also increased * 


their share of our export trade — from 6 to 9 per 
cent. Manufactured goods of ali kinds made up 
78 per cent of exports in 1938, they now con- 
stitute 85 per cent. Even so, the export of ships 
and railway rolling stock has declined in relative 
importance since 1938 but engineering and 
chemical exports now contain many products 


which were unknown in 1938 or hardly figured 


in exports. Thus, aircraft and aero-engines now 
account for 4i per cent of exports, electronic 
equipment nearly 2 per cent and agricultural 
tractors 2} per cent compared with r per cent, a 
half of х per cent and less than one-half of rper 
cent respectively, in 1938. The export of cars and 
commercial vehicles is now relatively much more 
important than in pre-war days. 


Import and Export Prices and 
Terms of Trade 


By linking together index numbers of import and 
export prices based on a number of earlier years. 
to the current indices which are based on 1954, 
it is possible to get an indication of price changes 
between 1938 and now. These indices allow for 
the changes in the pattern of imports and exports 
already discussed in previous paragraphs. This 
linking process suggests that the price index for 
imports in 1960 was of the order of 375 and that 
for exports 350, both based on 1938 —10o. Since 
then there has been a slight fall in import prices 
and a rise in export prices and by the third 
quarter of 1961 the two indices were quite close 
to one another in the 352-362 range. From these 
figures it appears that the terms of trade in 1960 
were about 8 per cent higher than 1938 and 
currently they are but 3 per cent higher — a 
situation vastly different from that obtaining in 
the early fifties. 

These price indices may also be used to convert 
imports and exports expressed at current prices 
to their equivalent at constant prices. Applying 
these figures it would seem that 1960 exports in 
real terms were about double those of 1938, 


whilst imports had risen by just under one-third. X 


In spite of the rather depressing fali in Britain's 
share in world trade, it can at least be mentioned 
that it is something of an achievement to have 
doubled 1938 exports having regard to the fact 
that export trade was practically non-existent 
at the end of the war. 
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The Accounting World 


A 


EAST AFRICA 


Income Tax Report 


TEE East African Income Тах Department says 
its recently published report for the year ended 
June 3oth, 1961, has been responsible for the assess- 
ment and collection. of income tax in Kenya, 
Tanganyika, Uganda and Zanzibar, of Asiar and 
Europeari hospital tax in Kenya, and of educaticn tax 


in Zanzibar. The total number of taxpayers et the 


end of the year was 123,797 — an increase of sl ghtly 
more than 2,000. In 1951 there were less than 43,000. 
= Over £18 million in tax was paid over durirg the 
year to the various governments. Kenya with aearly 
£10 million took the lion's share; Zanzibar took 
£187,463; while Uganda and Tanganyika took 
between £3 and £4 million each. There are the usual 
voluminous statistics about incomes, assessmenés and 
so on, for the four territories separately. А росі deal 
of tax, notably from pensioners and from English 
companies trading in the territories, is assessed and 
collected in London. 
The Commissioner, in his report, pays tribuse both 
to his staff and to the “local committee! which 
correspond to our local General Commissioners. One 


of the Department's problems is to discever a ` 


satisfactory source of staff for the professional grades 
of assessor and above. The Commissioner alsc hopes 
for the simplification of the taxes themselves, and 
; therefore of the Department's work, so that future 


recruits in all grades may have a reasonable chance of . 


providing an efficient service. Local recruitrent is 
` being pursued but a disappointing feature hzs been 
the large number of African recruits who have 
“resigned after a few months’ service in order-to take 
up scholarships or better paid jobs in other Govern- 
ment departments or in commerce. Thirty per cent 
of African recruits left the Department after an 
average of three and a half months’ service. Twenty- 
four tax officers at present on temporary -ransfer 
from the Board of Inland Revenue in Englend will 
revert to that service during 1962 and r96z. As in 
Britain a good deal of the report is taken up w-th back 
duty and evasion, problems which seem to rear their 
ugly heads wherever there is direct taxatior. 


XAUSTRALIA 


Second Chartered Accountants’ Congress 


HE Institute of Chartered Accountants in 
Australia, which is organizing its second all- 


Australia congress (see The Accountant, November ` 


4th, 1961) to be held in Sydney from May yth- 
тоћ, has now issued details of the technical sessions 


TOPICS OF PROFESSIONAL INTEREST FROM OTHER COUNTRIES 


which will be held at the Chevron-Hilton Hotel 
— the Congress headquarters. Ап outline of the 
programme is as follows: 
First session: May 8th. Subject: ‘Our formal opinion as 
auditors’. ` 
‘How we should arrive at our opinion’, by Mr 
E. L. Flook, F.c.A. 
"What should our opinion mean to the share- 
holders?’, bv Mr R. M. Wylie, F.c.a. 
Second session: Subject: ‘Our opinion as investigator or 
valuer of business undertakings’. 
‘Current concepts of the conduct of investigations’, 
by Mr A. S. McLaughlin, Е.С.А. 
‘The Chartered Accountant as valuer of business 
undertakings’, by Mr R. Е. Tonkin, Е.С.А. 
Third session: May 9th, Subject: ‘Our advice as consul- 
tants’, 
‘Various types of consultants and their qualifica- 
tions’, by Mr R. G. W: Wood, F.c.a. 
‘The financial consultant’, by Mr N. F. Stevens, 
F.C.A. 
‘The consultant on organization, systems and 
management’, by Mr E. S. Owens, F.c.a. 
Fourth session: May roth. Subject: ‘Professional 
independence and integrity’. 
One paper only to be presented by Mr B. R. 
Macklin, Е.С.А. 


UNITED STATES 


Opposition to Tax Proposals 


НЕ Committee on Federal taxation of the 

American Institute of Certified Public Account- 
ants is strongly opposed to the majority of the tax 
proposals of the, Kennedy Administration. In a 
thirty-two-page statement sent to the chairman of 
the House Ways and Means Committee, which is 
shortly to consider а drafteof the new legislation, the 
Committee declared many of the proposals un- 
necessary and unworkable. . 

'The Committee level special criticism at provisions 
for taxing entertainment and travel expenses and 
withholding tax on interest and dividends. Tax credit 
for purchase of plant and equipment was approved, 
büt not as a substitute for depreciation reform. ' 

'They believe the present law is clear as to what is 
properly allowable as.business entertainment and 
travel expenses. "The problem is one for adminis- 
trative emphasis rather than a change in law'. 

‘We certainly do not condone abuses’, the Com- 
mittee continue. “On the other hand we do not agree 
with any implication that the present rules regarding 
entertainment and travel expenses are improper or 
immoral.’ 

The Committee also deemed unnecessary the 
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withholding of tax on interest and dividends, in view 
of the establishment of the taxpayer identification 
numbering system and automatic data processing by 
the Internal Revenue Service. | 

‘It is obvious’, the Committee state, ‘that the 
Commissioner of Internal Revenue feels that the 
mere authority granted by Congress to establish a 
numbering system to ferret out omissions of taxable 
income in the dividend and interest area, particularly, 
will go a long way to reducing or substantially 
eliminating the reporting gap.' 


The Management Accountant's Opportunity 
НЕ management accountant's first duty, says 
Mr W. H. Franklin, Vice-President of Cater- 

pillar Tractor Co, in the N. 4.4. Bulletin for October, 
is to realize, and make companies realize, that all 
the barnacles must go, costs must be reduced to a 
greater degree than: perhaps is thought possible. He 
must understand the choice before America today – 
whether to restrict competition from abroad by 
tariffs, quotas, boycotts, or to work to increase 
exports and compete, the only proper choice. He 
must help management to understand that the easy 
solution of Govérnment protection is wrong. Finally 
he must make sure that the general public – labour 
management, politicians, everyone — understands. 
` While the public has not yet made. up its mind, 
Mr Franklin warns that there is not much time. 
America is at the cross-roads of isolationism and less 
trade, with fear, distrust, envy and perhaps war 
or. trade with brotherhood, trust, respect and peace. 


A Unified Cost Concept? 


ЈЕ a discussion on “management accounting 
techniques in the same issue of the Bulletin, Mr 
Eric L. Kohler, с.р.А., considers the possibility of a 
trend towards a unified cost concept. He thinks, with 
some hesitation, that such a trend exists. LIFO 
inventory valuation, fixed asset revaluations, accelera- 
ted depreciation and the present recording of future 
obligations, these seem at first to be evidences of 
movement away from unity. But the advocacy and 
practice of LIFO is beginning to be recognized, he 
says, as a major divergence from the orderly applica- 
tion of accounting concepts. LIFO found its way 
into a limited number of books of account because 
Congress was unwilling to permit Liro for taxation 
without its expression in external reports. Not only 
has the meaning of financial statements been thus 
impaired but a serious blow has been dealt to the 
orderly development of management accounting. 

On the subject of valuation of inventories of manu- 
factured products at the standard cost of direct 
materials and direct labour, Mr Kohler states that 
this has not yet received the blessing of the American 
Institute, the Securities and Exchange Commission 
and the Internal Revenue Service but, if acceptance 


by accountants increases, approvals are certain to ` 


follow as a logical outgrowth of what appears today 
to be the best in management accounting. 
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Status of the Accounting Profession 


N а leading article in the October issue of the 
Journal of Accountancy devoted to a consideration 


of the public image of the certified public accountant, са. 


Senator. William Praxmire is said to have held up for ' 


several days Senate confirmation of a'C.P.A. as a 
member of the Federal Power Commission, saying: 
“This specialized and particularized kind of expert- 
ness represented by an accountant . . ; can ђе repre- 
sented very well at the staff level. At the Commis- 
sioner level the viewpoint should be of broad-gauge 
concern with the public interest. As to the account- 
ant: "The expertise is narrow. He is not a lawyer. He 
does not have the generalized viewpoint that perhaps 
an engineer might have. Не is an accountant . . . .' 
The article comments that it is apparently not 
generally known that Chrysler, Cricible Steel, Ford 
and others of the largest companies have, in recent 
years, chosen as president or chairman of the board 
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men who started their careers as accountants, many, . 


as C.P.As. The significance of accounting in analysis 
of business problems and decision making is not 
widely understood. | 

А survey among students at Michigan State Uni- 
versity is said to have shown the accountant at the 
bottom of the list of professions as viswed by students. 
They see him as a conformist whose job provides the 
least personal satisfaction and little in the way of 
success, pay or status. The article concludes that, if 
the real significance of professional accounting is to 
become better known it must be members of the 
profession who do the job, they must 'toot' their 
horns a bitlouder. | ; | 


NETHERLANDS 
. The Netherlands Institute 


AT the recent annual general meeting of the. 


Nederlands Instituut van Accountants, Mr H. C. 
Treffers, was re-elected President and Mr F. van: 
Amerongen was elected Vice-President. P 

The resigning members of the Council, Messrs 
Diephuis, De Korte and Wisse, have been succeeded 
by Messrs. А. C. Bakker, Jr., B. A. E. van Doorne, and 
W. Schmidt; Mr H. Gerritsen, has been appointed 


honorary secretary. 


SOUTH AFRICA 


P.A.Y.E. 


R DONGES, the Minister of Finance, has собу 
firmed that a draft bill providing for the intro- 
duction of a P.A.Y.E. system of incame tax is to be 
submitted to a select committee in the next Parlia- 
mentary session. I 
It is expected that the P.A.Y.E. system will be 
brought into effect during the next tax year which 


“begins in 1962. 


A 
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Weekly Notes 


DECIMAL CURRENCY COMMITTEE 
‘OMISSION - 


НЕ names of the members of the Exchequer 

Committee of Inquiry into decimal currency were 
announced by the Treasury last week. They are ~ 
Professor R. G. D. Allen, Professor of Statistics, 
London University; Mr Vernon Ely, of Elys (Wimble- 
don) Ltd; Miss Anne Godwin, Chairman of the 
T.U.C.; Mr J. М. А. Smith, F.c.a., part-time member 
of the National Coal Board and formerly assistant 
managing director, Ford Motor Co Ltd; and Mr 
R. G. Thornton, director, Barclays Bank Ltd. 

It is more than surprising that no one from the 
„practising side of the accountancy profession has been 
chosen. Mr J. M. A. Smith is a member of The 
Institute of Chartered Accountants in England and 
Wales but he, presumably, has been selected for his 
knowledge and experience of large-scale industry, 
his professional qualification, in this case, being 
incidental. The list includes, as well as another 
industrialist, a statistician, a banker and a political 
representative. As one of the tasks of the committee 
is to assess the cost of the changeover to decimal 
coinage, it is but logical to suppose that the services 
of a practising accountant would have been indis- 
pensable even although the committee will have the 
help of three assessors from the Bank of England, 
the Royal Mint and the Treasury. When Parliament 
reassembles, it is to be hoped that some accountant 
member of the House will draw the attention of the 
Chancellor to this glaring omission for while there is 
no doubt that the persons selected will tackle their 
brief efficiently and expeditiously, they would have 
been even better equipped to do so had an accountant 
in practice been one of their number. 


BUDGET SUGGESTIONS 


WO recent pre-Budget letters addressed to the 
Chancellor of the Exchequer bear remarkable 
similarities. One letter comes from the President of 
the Association of British Chambers of Commerce, 
Sir James R. H. Hutchinson, Bt, the other from 


Я Mr Geoffrey Stevens, F.C.A., М.Р., in his capacity as 


chairman of the Executive Council of the Income 
Tax Payers’. Society. 

Both letters suggest a greater emphasis on indirect 
taxation, to the relief of taxes on income and profits, 
even mentioning a possible extension of indirect 
taxes to non-essentials not already taxed. The Income 
Tax Payers’ Society boldly asks for a reduction in the 
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income tax standard rate, whereas the Association 
thinks that any such reduction as was possible would 
be too small to make an impression, and therefore 
asks rather for an increase in personal allowances. 
Both letters mention the need to encourage of exports, 
while recognizing the difficulty of discriminatory 
taxation for such a purpose. The Association attacks 
the industrial oil tax and the tax on commercial 
stationery, as well as stamp duties on stock exchange 
transactions. It considers that the latter should be 
dropped if a capital gains tax is introduced. The 
Association also makes representations on minor 
income tax matters: a liberalization of Schedule E 
expenses allowances, the allowance of the cost of tax 
appeals (with safeguards against abuse), the inclusion 
of foreign registered ‘companies as overseas trade 
corporations, a liberalization of double tax relief, 
and a longer period for partnerships to elect for 
‘continuing basis’. 

The Society points out that it is now three years 
since the income tax exemption limit for old persons 
was last increased. It presses for the deduction of 
subscriptions to educational establishments in favour 


_ of professional persons as well as traders. Finally, the 


Society thinks that seven-year coyenanted payments 
to charities should qualify for relief from surtax, as 
well as income tax. 


MANUFACTURERS AND THE BUDGET 


HE views of the National Association of British 

Manufacturers on what the Chancellor should do - 
in his Budget in April were made known last Monday. 
The Association put forward a seven-point proposal 
as a pre-requisite of the achievement of an expansion 
in exports. The memorandum contains a vigorous- 
protest against the increase last year in the rate of 
profits tax and argues that not only should this be 
withdrawn but that in fact the tax should be further 
reduced. New plant and machinery should be 
capable of being. written-off in three years, and the 
rate of depreciation on old plant accelerated. 

The Association is no more in favour of the 
economic regulators introduced in 1961 than it is 
in favour of the impost on heavy oil, imposed at the 
same time. It argues that the ro per cent surcharge 
on purchase tax is a burden on industry and has not 
been effective in reducing unnecessary consumption. 
It does not agree that a tax incentive to exporters is 
impracticable, but is prepared to accept equivalent 
encouragement in another form. For the long term, 
the Association suggests that profits tax and income . 
tax be amalgamated to form onè tax on corporate 
bodies. Equally, for individuals the income tax should . 
be amalgamated with surtax. : 

Estate duty rates, says the Association, should be 
reduced in order to lessen the burden on small 
manufacturing businesses, and it suggests that it 
Should be possible to take out a life insurance policy 
in favour of the Estate Duty Office which would not 
be aggregable with the deceased's other estate; thus 
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estate duty could be provided for without too much 
detriment to the business, Finally, it is urged that 
the system of indirect taxation should be rationalized 
and simplified. 


GIFT NOT DISCLOSED TO 
ESTATE DUTY OFFICE 


N Monday the Birmingham Quarter Sessions 

imposed a fine of £2,000 on John Ralph Aspey, 
a sub-postmaster, aged 53, of Chesterwood Road, 
King’s Heath, Birmingham; with nine months’ 
imprisonment in default of payment. He was ordered 
to pay costs up to £150. As reported in The Times of 
January 16th, Aspey had pleaded guilty to delivering 
to the Estate Duty Осе ап affidavit in which he 
swore that his mother had made no gifts within five 
years of her death, whereas she had given him sums 
totalling £15,000 during that period. The prosecution 
accepted his plea of not guilty to a second charge 
that he made a return to the Estate Duty Office in 
which he falsely declared that the amount given him 
by his mother in December 1957 was £4,500 whereas 
it was £5,000, and failed to disclose a £10,000 gift 
in November 1955. 

'The Recorder said that Aspey’s previous good 
character, the state of his health, and the fact that he 
disclosed the gifts to another branch of the Inland 
Revenue in his tax returns, had saved him from the 
punishment proper to the offence. Defendant was 
said by his counsel to be suffering from a spinal 
condition which had created great weakness and 
debility, physical and mental. 


REPORT ON RESTRICTIVE PRACTICES 


HE Stationery Office have published the report 

for the period January 1st, 1960, to June 3oth, 
1961, of the Registrar of Restrictive Trading Agree- 
ments (Cmnd. 1603, H.M.S.O., 2s 6d net). In this 
period the number of agreements on the register 
increased from 2,240 to 2,350, although of course 
it must be borne in mind that agreements which have 
been determined remain on the register in the normal 
way. The fifty or so new agreements made and 
registered during the period mostly bore some relation 
to previously registered agreements and were either 
sequels or rearrangements. 

‘The Registrar makes some interesting observations. 
There has naturally been an increase of cases where, 
without any agreement, information about prices 
charged are circulated in a particular trade, with the 
natural result that prices tend to become standard- 
ized in an informal way. The Restrictive Practices 
Court has never yet been satisfied that the ending of a 
price agreement would lead to any substantial debase- 
ment or deterioration of quality. It is often impractic- 
able for a manufacturer to make both normal and 
debased qualities, let alone to ensure that the better 
quality réaches the larger purchasers. Nor has the 
Court been satisfied that price competition would 
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lead to a curtailment of research or development 
which would deprive the public, as customers, of a 
benefit. Technological progress is more than ever 
necessary in competitive conditions. Ia Yarn Spinners 
the Court found that the price scheme had seriously 
retarded the contraction of capacity to match reduced 
demand, thus causing a waste of national resources. 
. The report contains notes on decisions reached by 
the Court in the period under review. On the Motor 
Vehicle Distribution Scheme Agreement the Court 
found that the restrictions. were contrary to the 
public interest. One item was the allowance of a 
special discount to fleet users, which was defended 
primarily on the ground that, since the discount 
depended on the size of the fleet anc not on the size 
of orders at one time, the fleet user was spared the 
temptation to buy unsuitable. vehicles. The Court 
did not accept that, even if fleet users were exposed 
to such temptation, the public would be in danger 
to life and limb from the unsuitable and ill-repaired 
vehicles which fleet users would pct on the roads. 
The Court also found that the signatories to the 
agreement had been guilty of unreasonable conduct in. 
relation to the discovery of documents both before 
and during the hearing. This had increased .costs, 
prolonged the hearing, and put some witnesses in a 
very embarrassing position. The Ccurt ordered the 
signatories to pay 3,000 guineas costs to the Registrar. 


TRADE POSITION - LITTLE CHANGE 


F allowance is made for seasonal adjustments the 
latest trade returns for the United Kingdom show 
little change in the overseas tradinz position since 
December. Exports were £8 million down at £297 


. million and imports were up by £9 million to £350 


million while re-exports were unchanged at £14 
million. 'Thus allowing for seasonal adjustments the 
trade gap was £2 million lower at £39 million. 
Taking the fourth quarter of the year by itself, 
exports were r+ per cent lower and imports rj per 
cent higher than in the third quarter. The balance of 
visible trade was thus little changed and where there 
was a slight shift, it was hardly for the better. Imports 
were still significantly buoyant despite the de-stocking 
policy of British industry over the last six months. 
On the export side the picture is somewhat dis- 


-appointing but allowance has to be made for the fact 


that the trend of world trade in the second half of 
1961 was less expansionary than in the previous 
period. It has also to be borne in mind that although 
a dearer money policy can be quickly instituted 
once the decision has been taken to do so, some time 


must elapse before the export trade can re-act to it. K 


The indications remain, however, that 1962 will be’ 
a good year for exports. The success of the six 
mérmber-countries of the European Common Market 
in agreeing their agricultural policy must give an 
impetus to a continuing high rate o£ progress in the 
economic development of the E.C.M. This being so 
the future of the western Europear. market is good 


= 
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and it is towards this market, rather than to the 

Commonwealth, that the Government is looking for 

an impressive recovery in the rate of growth in our 

_ exports. Such a growth, if it occurs in 1962, could 

^Y coincide with boom conditions in North America, 
which would also help exports. 


OUTLOOK FOR STEEL 


HE year just ended was a disappointing one for 

the steel industry and because the use of the 
metal is so widespread, its lack of buoyancy was a 
fair indication of the general absence of robust 
confidence in the rest of the economy, fapecially as, 
regards capital goods. 

In the course of 1962, the industry's capital 
projects already in hand will come to fruition and 
some big expansions in capacity are in the offing. 
Aided by Richard Thomas & Baldwins new plant 

zin South. Wales and the new strip mill in Scotland 
ut up by Colvilles, the industry will soon be able to 
oduce at the rate of twenty-nine million tons of 
е steel a year. The Iron and.Steel Federation 
ts steel production to be at about the same level 
year — which is expected to have closed with 
t just over twenty-two million tons, a drop of 
ent on 1960 which was a record year. There is 
prospective gap of seven million tons between 
and output. 

e big question mark for 1962 is how far high 
erest rates and a general cltmate of caution in 















low level. 'The fall in output over the last year was due 
mainly to destocking by merchants and users. A 
general recovery in sentiment might encourage 
— users to raise the level of their stocks ‘but the known 
‘trend of capital investment suggests that there is 
likely to be little incentive to raise levels significantly 
^ before the second half of the year. In any case, a 
° gradual recovery rather than a buying spree by steel 
consumers would suit the industry best. 
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CHURCH OF ENGLAND 
FACTS AND FIGURES 


HE average parochial benefice income for 10,232 
Church of England incumbents in 1960 was [790 
according to the revised edition of Facts and Figures 
about the Church of England! published last week by 
the Church's Central Board of Finance Statistical 
Unit. In addition, 6,071 incumbents received a total 
of £493,376 from chaplaincies and other posts. 
= Financial tables showing average benefice incomes 
Сапа income expenditure of parochial church councils 
are among informative statistics given in this enlarged 
edition, last published in 1959. А breakdown of 
benefice incomes in 1958 shows that incomes ranged 
from £625 a year for incumbents with livings of less 


1 Church Information Office, Church House, Dean's Yard, 
London SW1. Price 215, by post 225 6d. 


ndustry will make steel users keep their stocks at a. 
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than 500 people, хо £929 а year for those with popula- 
tions of over 20,000. Total income of the parochial 
church councils amounted to £18,592,144. Sources 
included collections taken in church (£3,684,677); 
planned giving, freewill offerings, Easter and Whitsun 
offerings and church box collections (£3,301,180); in- 
come from rents of church properties and trust funds 
amounted to £721,516, while special appeals and 
legacies realized £3,777,291. 

In an introductory article the Bishop of Middle- 
ton, the Right Rev. E. R. Wickham, declares that 
‘sociological studies provide the Church with new 
tools, new measuring instruments of situations, trends, 
areas of strength and weakness, and a map and com- 
pass for charting her mission’. ‘The figures and tables, _ 
he points out, need careful use and interpretation, but 
the material provided will allow planning and action 
to proceed on the basis of fact rather than ‘hunch’. 

Legacies and bequests received by the parochial 
church councils in 1958 totalled £757,721. The 
highest total was recorded by Exeter (£68,435), 
followed by London (£57,841) and York (£50,121). 

Ап accompanying note points out that the average 
estate in 1958-59 was nearly £13,000, and as the 
average church benefaction was £253, each of the 
benefactors bequeathed not quite 2 per cent of his 
estate to his parish church. 


TENANT IN LIQUIDATION 
TO FORFEIT LEASE 


LEASE to a company normally contains 
provision for forfeiture in the event of the tenant 
company going into liquidation. Section 146 of the 
Law of Property Act, 1925, provides some protection 
to a tenant where there is a forfeiture clause in his 
lease. Another common provision in a lease is that 
the tenant shall not assign without the landlord's 
consent, such consent not to be unreasonably with- 
held. These matters were the subject of litigation in 
Geland Manufacturing Са Ltd v. The Levy Estates 
Co Ltd. 

The plaintiff had a lease from the defendant 
incorporating the provisions mentioned above. Owing 
to financial difficulties it was forced to go into a 
creditors’ voluntary winding-up in January 1961. 
It was arranged that the liquidator should sell the 
company's assets to a subsidiary company which 
would resell them. The liquidator took steps to 
acquire a 'ready-made' company, Milldrin Ltd 
(which had no trading record) for this purpose and 
he wrote to the defendant for permission to assign 
the company's lease to Milldrin Ltd. Representatives 
of both sides met, after correspondence, with a view 
to a Mr Barr (or a private company controlled by 
him) becoming guarantor of Milldrin Ltd. On 
January roth, 1961, the plaintiff agreed to sell its 
assets to Milldrin Ltd on terms, inter alia, that 
Milldrin Ltd would рау £9,524 in cash, but £9,400 
was 10 be left outstanding as a i loan repayable at 
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seven days’ notice, since Milldrin Ltd did not have 
the money. ; 

The landlord refused to allow assignment; he 
took steps to forfeit the lease. The plaintiff applied 
to the court for relief from forfeiture and a declaration 
that it was entitled to assign the lease to Milldrin Ltd. 
Тће landlord counterclaimed for possession. Reject- 
ing the plaintiff's claim, and finding for the landlord, 
Mr Justice Wilberforce said the case was not based 
on any willingness or ability of the plaintiff to remedy 
the breach which it had committed by going into 
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liquidation. 'The correspondence and other evidence 
showed that the plaintiff never put forward a definite 
proposition for assignment beyond the agreement 
for sale. Under that agreement the proposed assignee . 
would be in debt to the extent of £9,400, which could f^ 
not be acceptable to the landlord. Mr Barr had not 
committed himself to assuming lizbility under the 
lease. It would be improper to force on the landlord 

an assignment to a company in the pcsition of Milldrin ` a 
Ltd. The landlord was awarded possession within 
twenty-eight days, and costs. 
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This is My Life... 


by An Industrious Accountant 
CHAPTER 107 


WONDER why the man in the street knows so - 


little of the accountant’s functions; why the 
term ‘auditor’ makes such a vague impact on him? 
Probably, because we ourselves often tend to describe 
our work in technical terms, it fails to hold human 
interest for the outsider in quite the way that a 
barrister’s or an architect’s does. 

I read a story about a professional auditor when 
I was young, and at the time it left me completely 
mystified as to what on earth he was doing; so I 
looked it up again recently. It was a Conan Doyle 
short story, The Silver Mirror, written about igoo, 
probably one of the earliest works of fiction which 
our profession has inspired; it was clear that Doyle 
himself was just as much in the dark about auditing 
as I was. He merely used the auditor as the peg on 
which to hang his story. | | 

Yet Doyle usually revelled in detail Не was 
meticulous about Sherlock's clues, or Brigadier 
Gerard's campaigns, or even the arrows borne by the 
White: Company as it marched to war behind Sir 
Nigel. Did his tale represent the standard of know- 
ledge, or the lack of it, of the typical Victorian? 

'The story is simple enough. ТЕ is told, in the first 
person, by the junior partner auditing the accounts of 
White & Wotherspoon; it is his first big solo job and 
he is thrilled at getting such a chance. He has to 
analyse twenty huge ledgers to track down a suspected 
swindler, but overwork is bringing him to the verge 
of a nervous breakdown. It is a rush job; the deadline 
is almost upon him. Will he make it in time? It seems, 
however, that he can gauge his chances of success: 
when his head swims, the ancient mirror beside him 
clouds over; whén his overtaxed brain is bursting, he 
sees in the swirling mist a Woman’s eyes, and menac- 
ing, evil movements around her. 

We do not know the details of the swindle. 'The 
criminal is apparently a fat, red-faced alderman, but 
whether director or trustee or manager (inconceivebly 

у \ 
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‘pulation of petty cash’ (rather а come-down, but = 


a chief accountant?) we never learn. The junior 
partner plods through the ledgers one by one, working ` 
from то a.m. to 5 p.m., and from 8 p.m. to x a.m. — a 
time-table which he finds almost intalerable. (1 worked 
almost as long hours before my Final, so I know 
the symptoms, but nobody thought me overworked.). 
‘The woman's agonized face is clear now; the crouch- 
ing man beside her is begging for his life. 

The junior partner labours on; his doctor 4 
him going with stimulants. In the very first 
he found ‘the first trace of defalcation’; by th 
he is ‘winding the net, coil after coil, roy 
suspects bulky body’. He doesn’t specify 
found; he only tells that his heart, his eyes, his 
all are behaving treacherously. It apparently 
occur to him to co-opt a colleague, let alo: 
articled clerk, to devil for him. He presses on rege" 
less; the assassins close in sword in hand. ` 

At the last ledger we approach Һе climax; surel 
Doyle must reveal some details of the fraud at last. 
He does, though his list shows signs of hasty patch- 
work. Here it is: ‘False balance sheets, false trading ,_ 
accounts’ (presumably the fiddling went on for years); ! 
‘dividends drawn from capital, losses written down as 
profits’ (was Redface launching a crcoked prospectus?); 
‘suppression of working expenses’ (it sounds im- * 
pressive, but how does one suppress them?); *mani- 






















it pads the list). By all accounts it was in fact high 
time that the junior partner had been called in for 
Redface was obviously no mean hand at faking the ` 
books. | 

But the poor junior partner had driven himself too 
hard; his nervous system finally zave way. Adding 
up the last column, throws down his pen, and looks 
up to see in the mirror the butchery starting and ~ 
collapses in a heap. Three weeks zfter, waking up in 
hospital, he finds that his figures have proved the 
case and his hunt is over. But he hardly notices – he 
is much more interested in the history of the queef 
of the mirror. i 

That’s how auditing looked to the outsider about 
the turn of the century. True, Conan Doyle. pays 
tribute: "There's drama in an accountant’s life... 
hard work but: rare sport’, but his portrayal still 
remains nebulous. It would be interesting to know 
of any other early fiction bringing in the profession. : 
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Reviews ` 


А Standard Account for Landed Property 
Investment 


Research Study No. 1 of the Chartered Land Agents' 
Society. (Estates Gazette Ltd. 6s 6d net, postage 9d.) 


Eighteen months ago the Chartered Land Agents' 
Society set up a study group tó inquire imto and 
report on the application of modern accountancy 
techniques to investment in agricultural estates. This 
is the first of the group's series of research studies to 
be issued. Its aim is to devise a standard -orm of 
account by means of which estate results can be 
measured, with particular reference to the value of 
agricultural property as an investment and se that a 
common form may be used to compile statstics of 
relative performance. 


Essentially this standard form is a business 2alance ° 


sheet and revenue account, with certain interesting 
modifications. The balance sheet is designed to 
emphasize the cumulative effect of capital changes. ЈЕ 
has three columns to each side, being the commencing 
figures, increase or decrease during the year, and 
closing figures; thus incorporating a statement of 
capital changes. A value is placed on the estace as at 
the commencement of the account and prov-sion is 
made not only for realized capital profits but 1lso for 
periodical revaluations. We have, therefore, osthodox 
accountancy meeting facts which have contributed to 
take-over techniques – a situation which shoulc appeal 
to many present-day landowners. 

It is too early, yet, to judge the ultimate value of 
this and future studies, but it cannot fail to alvance 
and stimulate the knowledge of a subject which may 
hitherto have been too inclined to rely on tracitional 
methods. 


Silke on South African Income Tax 


Second edition by А. S. SILKE, M.COM., РИЈ» (САРЕ 
TOWN), C.A.(S.A.). (Juta & Co Ltd, Cape own.) 
(U.K. agents, Sweet & Maxwell Ltd, London.) 


To accountants and tax practitioners in Brita n, the 


. name of Dr Silke is synonymous with South 4frican 


income tax. His series of Illustrations to Income Tax 
was developed into a full textbook, rich in examples, 
which was first published in 1957. This secord edi- 
tion brings in the Income Tax Act, 196:, and 


intervening changes but it does much more than 


bring the first edition up to date. In particular there 
is a great improvement in the printing and b-nding 
so that the present volume is a really handsorae one 
which bears comparison with the best of English 
textbooks. The book's subtitle is An exposition. of the 
law, practice and incidence of income tax in South 
Africa. To recommend this book to all wko аге 
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concerned with that subject is tọ stress the obvious, 
for we know of no better book for this purpose. 
The author has agreed with the publishers to 
prepare and edit a continuous income tax service 
commencing this year, to be known as ‘Juta’s 
Practical Income Tax Service’. It is to include 
regular practical bulletins every six to eight weeks, 
commentaries on the annual tax legislation of the 


- Republic of South Africa and of South-west Africa, 


the annual consolidated income tax Acts of these 
territories, an annual book of tax tables, free sub- 
scriptions to the South African Tax Cases Reports, 
and the opportunity to purchase at a discount new 
editions of Silke on South African Income Tax, 
which are expected to appear every two years. The 
annual subscription to the new service is £6 ros plus 
8s postage. 


United States Fiscal Policy, 1945-59 
by A. E. Holmans. (Oxford University Press, London. 
405 net, United Kingdom only.) 


The sub-title of this doctoral thesis stresses the con- 
tribution of fiscal policy to economic stability and it ` 


-is with this aspect of American taxation that the 


author is concerned. He has provided a serious and 
competent description of the manner in which the 
successive post-war administrations of- the United 
States have employed fiscal policy to maintain 
economic stability. . 

While some part of the undoubted: success which 
attended these efforts may be ascribed to good for- 


"капе, Dr Holmans stresses that good management 
-also played its part. He provides an interesting 


account of how, after Korea, the United States 
Government turned from fiscal policy to monetary 
policy, just as did the British Government. Dr 
Holmans has sketched in the American political 


-background where it helps to throw light on the 


problems confronting the administration. For the 
reader interested in the post-war American scene, 


- this is an interesting and competent study. 


Eurotariff Service 

Published by Eurotariff N.V. 

(World-wide distributors: Creative Journals Ltd, 
85-87 Jermyn Street, London SW:. Subscription 75 
gns a year.) 


"Whether this country goes into the European Com- 


mon Market or not, trade and industry in Britain | 
wants to know rapidly and accurately the tariff 
changes which are going on all the time within the 
E.C.M. Тће six member-countries are now in pro- 
cess of eliminating their tariffs against one another 
and erecting a common tariff against non-members. . 
Following the effect of each tariff change through the 
maze. of product definitions for each country would 
clearly be a difficult task. It is beyond the resources of 
most companies to do it either rapidly or accurately. 

The Eurotariff Service offers a basic 800-page code 
tabulating all duties effective on January 1st, 1961, 
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and listing changes up to April 1st, 1961. Amendment 
sheets, clearly necessary if the work is to have current 
value, are issued for continuing | tariff changes and are 
included in the subscription price. The classification 
of products has been made possible by using the new 
standardized Brussels Nomenclature and .code num- 
bers. 

'This service is not cheap at 75 guineas. It could 
hardly be so if it is to be.accurate and up to date. 
It will, however, be exceedingly valuable for those 
who export a selection of products to the Common 
Market area. 

For those companies or organizations not requiring 
the whole service, a sectionalized service in loose-leaf 
form has recently been introduced with ‘an annual 
membership subscription of 15 gns. ‘There is a fee of 
£5 for each section of five or less chapters, or a fee 
of Сто for each section of more than five chapters. 


Official Year-Book of the Church of England, 1962 


(The Church Information Office, Church House, 
Westminster, SW1, and the Society for Promoting 
Christian Knowledge, Holy Trinity Church, Maryle- 
bone Road, London NW1, 305 net, by post 315 6d). 


Тће 1962 edition of this useful work of reference – 
now in its seventy-ninth year – contains all the 
invaluable features which make it indispensable for 
` clergy, parochial church councillors, ordinary church- 
goers, and all who are in any way concerned: with 
or interested in the administration of the Church of 
England. 

À section of nearly one hundred pages comprises 
the names of the bishops, deans or provosts, other 
principal clergy, diocesan officers and members of the 
Church Assembly for each of the forty-three dioceses 
of England and Wales, and a following section deals 


with the other churches of the Anglican Com-. 


munion. There is also а ‘who’s who’ of members of 
the Church Assembly, and some of its boards and 


councils. An alphabetical summary of legal informa- . 


tion, compiled under the authority of the Legal Board 
of the Church Assembly, deals with such matters as 
alms and collections, dilapidations, fees, patronage, 
vestries and Easter and Whitsun offerings. 

The year-book also contains the text of several 
Church Assembly measures and regulations, and has 
a comprehensive index to facilitate easy reference. 


Office Equipment News Standard Reference 
and Data Book: Buyer's Guide 1961-62 . 
(Business Publications Ltd, London БЕ. 425 
including postage.) 

The variety of today's machines, systems and devices 
for promoting efficiency in the office is such that no 
business man can possibly know of more than a small 
fraction of them. Yet it is vitally important that he 
should install the equipment designéd specifically 
for the purpose he has in mind. This new guide to 
office equipment and сар admirably meets this 
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requirement, together with the needs of buyers of 
office equipment. 
A useful work of reference, the book lists under 


зоте зоо classifications those office machines, systems, . 


and devices, British and imported, row available in 
the United Kingdom. The uses and szlient features of 
each machine are described, and thee are listed the 
names, addresses and telephone numbers of more 
than 7oo manufacturers. Also included, in a separate 
section, are the trade names of more than 3,000 items 
of office equipment. The book is copiously illustrated. 


SHORTER NOTICES 


COMPOUND INTEREST, by N. E. Sheppard.and D. C. 
Baillie (University of Toronto Press, Oxford Univer- 
sity Press, London. 48s net). This is a basic textbook 
on this branch of mathematics which will be useful to 
statisticians in stockbrokers’ offices and to actuarial 
students. The accountant who likes playing with 


. figures will find plenty to test his facility. 


SAMPLING TABLES FOR ESTIMATING ERROR RATES OR 
OTHER PROPORTIONS, by R. Gene Brovm and Lawrence 
L. Vance. (Institute of Business and Economic 
Research, University of California. Чо price stated). 
Although the practice of test checking entries in books 
of account and the partial vouching of documents is 
widespread in this country, the idea 02 using statistical 
sampling methods to determine the amount of test 
checking during an audit is somewhat novel, to say the 
least. It seems, however, as if the idea has caught on in 
the United States where two serious studies of this 
method have been published. The author of one of 
them has now produced, in collaboration with another 
accountant, this set of sampling tables to facilitate the 
determination of the size of the sample, given the 
required level of confidence. Two brief notes explain 
the use and applications of the tables. 


RECENT PUBLICATIONS 


PLAYING WITH INFINITY, Mathematics for everyman, by 
Professor Rózsa Péter. Translated by Dr 2. P. Dienes. 
xiii 4- 268 pp. 9 X 54. 25s net. G. Bell & Sons Ltd, London. 

THE MANAGEMENT AUDIT, third edition, by Т. С. Rose, 
МА.МЕСН.Е., M.LP.E., F.B.LM. Viii-d-4C pp. 9 X 6. ros 7d 
post free. Gee & Co (Publishers) Limited, London. 

PALMER'S CoMPANY GUIDE, thirty-seventh edition, edited 
by T. E. Cain, м.А.(охом). viii + 288 рр. 7$X 5. 215 
(United Kingdom only). Stevens & Sons Ltd, London. 

SCHEDULE or PAR VALUES, thirty-seccnd issue. 22 pp. 
:93x6. Card covers. International Monetary Fund, 
"Washington, D.C. 

NATIONAL INcoME AND ЕхРЕМОГГОВЕ, fifth edition, by 
Richard and Giovanna Stone, 118 pp. 745. 155 net. 
Bowes & Bowes Publishers. Ltd, Lor.don. 

BooK-KEEPING FOR BUILDERS AND SumvEYORS, by S. M. 
Bell, 4.1.0.8, and M. Stewart, A.c.Ls. ix+126 pp. 
9x6. 155 net. Sir Isaac Pitman & Soas Ltd, London. 


M.A., M.ED.(LEEDS), PH.D.(LOND.). 595 pp. 9X6. 20s net. 
Macdonald & Evans Ltd, London. 

Inpian Tax STRUCTURE AND ECONOMIC DEVELOPMENT, by 
G. S. Sahota. зу +88 pp. 9 хб. 21s net. Asia Publishing 
House, London. 

Тне Economics ог WAGES AND DISTRIBUTION or INCOME, 
by D. J. Robertson. vii--242 pp. 9 X 6. 215 net. Macmillan 
& Co Ltd, London. 


= 


x< 


А Техтвоок оғ Economics, third edition, by J. L. Hanson, · 
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„Finance and - 
Commerce 


Villiers 


НЕ reprint this week is taken from the accounts 

of The Villiers Engineering Co Ltd, which 
produces the many forms of Villiers engine and 
through J. A. Prestwich Industries, the r» less 
famous J.A.P. engines. It is rather extraordin=ry to 
notice that the group also includes Pencil: Ltd 
which in fact makes — pencils. 

The year’s result is a loss of £452,929 (after 
depreciation and debenture interest) agains: the 
previous profit of £516,781. For this, Mr Leslie 

= Еаггег, the chairman and joint managing director, 
gives two main causes: “The freeing of import r«stric- 
tions in November 1959, which resulted in a flcod of 
low-priced foreign industrial engines – mainly- from 
the United States – into the United Kingdon? and 

the "imposition of credit restrictions in April 1960, 

the first effect of which was the almost cormplete 

collapse of our sales of motor cycle, scoote- and 
moped engines’. 

Mr Farrer points to the ‘almost 34 to 1’ propartion 
of the United States and United Kingdom pcpula- 
tions and the higher American standard of living 
which gives a very large market for small inzernal 
combustion engines, which he estimates to ое at 
least fifteen times the United Kingdom market 
potential. United States manufacturers in con- 
sequence can achieve very low production costs 

E enabling them to sell at 'extremely compctitive 
prices’, even in the United Kingdom. 

Factory organization and regular and economic 
production, Mr Farrer goes on, require long-term 
planning and “the stronger and more stable our home 
market can be maintained by the Government's 
economic policy, the better able we are to do thi., and 
thereby reduce our production costs and generally 
operate more efficiently’. 


Costly Development 


Mr Farrer admits that industrialists have saic this 
over and over again but it doesn't appear to be "fully 
comprehended by those who shape economic pclicy’. 
The company’s products, he continues, do not 2njoy 
the relatively high import tariff protection extended 
Ato the automobile and ‘certain other favoured ixdus- 
tries’, and some foreign engines can be sold x» the 
United Kingdom cheaper than the basic ccst at 
which they can be produced in Britain. 
Furthermore, he adds, an equipment manufacturer 
` in Britain who buys a foreign engine at a price 
including import duty can, if this cost is less taan a 
specified percentage of total cost of the preduct 
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which he subsequently exports, not only reclaim 
the import duty but also claim the product as being 
wholly made in the United Kingdom and thereby 
obtain the benefits of imperial preference within the 
Commonwealth. 

Mr Farrer emphasizes that it was imperative to 
continue the company's development programme. 
He reminds shareholders that it has always been the 
practice to write off design and development expen- 
diture in the year incurred and that has been followed. 
He outlines the work on the prototype engines and 
says the greater proportion of the costs fall under the 
general heading of overheads and 'it is extremely 
difficult to form any accurate estimate of them". 


From Two to Four 


In one direction the British small-engine industry has 
closed its ranks. After a lapse of four years, the 
company's association with Associated Motor Cycles 
(the Norton, A.J.S., James, Francis-Barnett group) 
has recently been renewed. A.M.C., in its boom days, ~ 
put up its own engine factory but now — if one may 
hazard a guess — regrets it. And to start the renewed 
link-up, Villiers is supplying its 250 c.c. twin engine 
to go in the Francis-Barnett and James motor cycles. 

When all is said and done, however, there is still 
the big query as to the future of the motor cycle as a 
general means of transport, when four wheels seem to 
be so well within the range of today's incomes. At the 
same time, scooter demand still seems to be satisfied 
with machines of foreign origin or design. 


THE 
ACCOUNTANT . 


ANNUAL AWARDS 
for 1962 


CLOSING DATE OF ENTRY 


Selection of this year's winners of The Account- 
ant Annual Awards for company reports and 
accounts bas been started by the Panel of 
Judges, under the chairmanship of Mr K. W. 
Mackinnon, M.B.E., T.D., Q.C., but companies 
still have until January 3rst to submit their 
reports and accounts presented at annual 
meetings held in 1961. 

Entries should be addressed to The Secre- 
tary, The Accountant Annual Awards, 151 
Strand, London WC2. The only condition of 
entry is quotation' on a recognized United 
` Kingdom stock exchange. 

'The Awards will be presented by the Lord 
Mayor of London, Alderman Sir Frederick 
Hoare, at the Mansion House on May 29th. 
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THE VILLIERS ENGINEERING COMPANY LIMITED AND 


SUBSIDIARY COMPANIES 


NOTES ON ACCOUNTS DATED 3lst JULY, 1961 


in 
е 


. Share Premium Account WE 
Balance at 31st July, 1960 893,286 
Less, further expense of Rights | Issue made in у March, 1960 ` 1.321 
891,965 
Premium on Conversion of Debentures to Ordinary Shares 871 
` £892,836 





. During the year 37,757 J, А, Prestwich Industries Limited Preference 


Shares were redeemed at a cost of £29,610. The nominal valus of the 
Shares, £37,757, has been transferred to Capital Redemption Reserva 
and the cost of the Shares has been written off Capital Reserve. 








. Excess of equity in Subsidiaries over cost of Shares Е 
Balance ас 3156 July, 1960 45,767 
Cost of Redeeming Preference Shares in Subsidiary Company 29,610 

16,157 
Excess of equity in new Subsidiary over cost 22 59,5 439 
| £16,596 

. Plant Replacement Reserve Parent 

brag Company 
Balance at 3152 July, 1960.. . 251,670 220,000 
Add, Surplus on Sale of Plant and Machinery 
(Excess of Selline” Price over Written Down 
Value). в we n m 662 -—. 
£252,332 £220,000 
£598,650 6% Convertible Debenture Stock 1972/77 


The Stock is secured by a first legal mortgage on all the present free- 
hold properties of the Parent Company and the fixed plant, fixed 


machinery and fixtures thereon and а floating charge upon the re- ^ 


mainder of its undertaking, property and assets (present and future), 
including any uncalled capital. 

The Stock is convertible at the option of the holders in amounts and 
multiples of £50 on Ist December, 1960, Ist December, 1961, Ist 
December, 1962, ist December, 1963 and Ist December, 1964, into 
Ordinary Shares ‘of 5/- each of the Company upon terms set out in the 
Trust Deed constituting and securing the Stock. The Stock is redeem- 
able aç the option of the Company, in whole or in part, on or after 
Ise August, 1972, and on or before 30th July, 1977. The Stock in so far 
as it has not been converted or redeemed as aforesaid is repayable on 
3ist July, 1977, at par. 

£1,350 Stock was converted into Ordinary Shares in December, 1960, 


























“Prank Farrer Hall?’ Fund 1360 

Amount received from Mr. Frank H. Farrer .. 21,000 21,000 
Amount donated by Company . 35,000 35,000 
Interest and Dividends received to date (less Tax) 12,523 1,285 
Profit on Realisation of Investments — .. — 355 
68,523 67,640 

Deduct Loss on Realisation of Investments 4,264 — 
£64,259 £67,640 

'Held as follows: £ £ 
Investment at Cost (Markee Value, £37, 00) 39,853 67,045 

Land ас Cost г v ae 25,660 — 
Cash at Bank ee aie -— TA — 595 
| 65,513 67,640 

Deduct Bank Overdraft .. Е ка m 1,254 — 
| #64,259 £67,640 


. Bills receivable include £13,756 on blocked accounts in Turkey. 


The Share Capital of John Roper & Son Limited was purchased with 
effect from 1st October, 1960, the first day of the Company's usual 
accounting year. In order to make this Company's year end coincide 
with all members of the Group only сеп months' trading is included 
in the Consolidated Profit and Loss Account. 


Australian Currency has been converted at a rate of exchange of 
£A.1254 to £100, 


. The 1960 comparative figures do not include John Roper & Son Ltd. 


for the year to 30th September, 1960, as they are considered to be 
insignificant. А 


· Commitmerits for Capital Expenditure amounted to £183,562 all of 


which is the liability of the Parent Company (1960 Group £543 ,645, 
Parent £430,662). 
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CITY NOTES 
КЕ bris is still a noticeable inclination on the part 


of the public to ignore ‘bear’ factors іп the stock- 


markets. Time and again the daily stock-market 9^ 


reports refer to the manner in which the market has 
‘shrugged off’ news of discouraging trade figures, 
poor industrial results or some other supposedly 
bearish factor. 

The early part of any new year invariably finds the 
stock-market in a mood of almost obstinate optimism. 
The search for new year investment probably seems 
to have gone on longer this year than usual, mainly 
eara the market has moved against the supposed 
tren 

It should not be overlooked, at the same time, that 
in the early part of last year the equity market in- 
dulged in a price rise which subsequent events proved 
to have been most ill-based. 


So far this year the rise in prices has been con- , 


cerned more with special situation shares than with 
the rank and file of leading industrial equities. Тће 
equity markets have been given a veneer of strength 
the depth of which has yet to be tested. 


RATES AND PRICES 
Closing prices, Wednesday, January 17th, 1962 
Tax Reserve Certificates: interest raze (25.11.61) 3196 


ec 


^K. 


Bank Rate 
Nov. 20, 1958 496 Dec. 8, 1960 596 
Jan. 21, 1960 5% July 26, 1961 796 
June 23, 1960 695 Oct. 5, 1961 64% 
Oct. 27, 1960 53% Nov. 2, 1961 6% 
Treasury Bills 5 
Nov. ro £5 8s 5'499% Dec. 15 ë 6s 4:834% 
Моу. 17 £5 7s 97:4% Dec. 22 5 75 3'18d 4, 
Моу. 24 £5 75 9'4od% Dec. 29 5 85 0'724% 
Рес. 1 £5 7s r'o82 7; Jan. 5 5 8s 781d% 
Dec. 8 £5 6s 5- 344% Jan, 12 ë 8s 6-034% 
Money Rates 

Day to day 4b Bank Bills 
7 days | 43-58% 2 топ:ћа Ha 
Fine Trade Bills 3 mon:hs 51-5196 % 

3 months ` 61—7196 4 mon:zhs 58-52% 

4 months 63-74% 6 monzhs s5ii-5H % 

6 months 5-895 

Foreign Exchanges 
New York 2-81-№ Frankfurt 11214223 
Montreal 2:931-$ Milan 17431-4 
Amsterdam 10*13-$ Oslo 20:033-041 
Brussels 139:881-1 Paris 137761—775 
Copenhagen 19:34]—35 Zürich 12:123—131 
Gilt-edged 

Consols 4% 591; Funding 3% 59-69 83 
Consols 24% 385 Savings 3% 60-70 80} 
Conversion 5195 1974 924 Savings 3% 65-75 70% 
Conversion 5% 1971 90% Savings 24% 64-67 854 
Conversion 33% 1969 861 Treasury 54% 2008-12 854 
Conversion 34% 53$ ‘Treasury 5% 86-89 831ү 
Exchequer 54% 1966 984 Treasury 34% 77-80 694 
Funding 54% 82-84 до} Treasury 34% 79-81 681 
Funding 4% 60-90 891 Treasury 24% 384 
Funding 34% 99-04 57% Victory 4% 94 
Funding 3% 66-68 834 War Loan 3396 52% 


POT" 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, ov hold himself responsible for, 
the opinions expressed. 


` Income Taxes in the Commonwealth 


бік, – I have recently received your issue dated 
November 25th, 1961, containing the comparative: 


study of ‘Income taxes in the Commonwealth’. 

May I refer to page 691, under Chart 2 where 
your contributor in the last paragraph gives data in 
regard to Singapore. He writes that Singapore has 
recently introduced a registration tax on business 
and professions. 

Actually what happened was that the Finance 
Minister, in his Budget speech on the estimates for 
the fiscal year 1961, did mention these proposed taxes, 
but they were not brought into force, and in his 
Budget speech for the fiscal year 1962, he openly 
said he was not going to enact that such taxes should 
be charged on professional people. 

Yours truly, 


Singapore. W. M. EDWARDS. 


Decimal Currency 


Sig, ~ The Government has instituted an inquiry 
into the possibility of converting to decimal currency. 
Many systems have been mooted all of which we 
have studied very carefully. In our opinion they are 
„All compromises and have many bad faults. 
y" A new idea came to us at this office which is so 
simple and so obvious that we feel it might be the 
pane answer. Our suggestion is outlined below. 
А Yours nm - 
А. БАХОМ, 
Director, 
London Wr. SAXON FINANCE AGENCY. 


Much controversy exists today between the sup- 
porters in favour of the,'£-mille' and the ‘1os-cent’ 
systems of decimal currency. 

Neither system tackles the problem on a proper 
basis and there are too many objections and difficulties 
to either. For instance, the Д-тШе system requires 
three places of decimals, which is bad for calculating 
machines etc., the 10s-cent system gives а ‘cent’ which 
is too high in "value. 

It must be realized that if the ' "cent is too high i in 
palue all cheap items of today will become expensive. 

Ideally, a new system of currency should use as 
many of the present coins as possible, not only because 
of minting but also because the population is used to 
them. New coins should correspond in value to the 
coinage they replace and be usable in all slot-machines 
without having these altered too much, if at all. 

The lowest usable coin today is the 4d and a ‘cent’ 
should correspond to this in value as near as possible. 
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'lT-ke the present silver ss piece as a. basic unit of 
new money (at present worth 120 halfpennies) and call 
it the ‘crown’, which is its correct name anyway. This 
‘crown’ would divide into one hundred cents each of 
1$ halfpennies in value. Now note the developments 
of this coinage. _ 








Value 
Name of new Which present о Numb d 
. currency coin | coin to use Pror ‘Crown’ 
А cents) 
d Ñ cos jt .. | 5s piece (or issue 
a new Bank 
note) 100 т 
` HaE-crown 25 6d piece 50 2 
Two-shillings .. | 25 piece T 40 2% 
(cr Florin) 
Shiding Is piece sh 20 5 
'Ter-pence 6d piece £a 10 то 
(cr Dime) 
Fiv---pence 3d bit .. m 5 20 
(cr Nickel) 
Pen .. 4d (though pre- 
(cr Cent) sent penny 
coin is ideal 
for slot-ma- 
chines) ze I 100 


Ог the seven coins above four will be exactly the 
samc as in use at present, and the remaining three 
(реплу, fivepence, tenpence) will only require the 
nam. to be altered in future mintings. 

Except for the old halfpenny all coins will be correct 
in oH and new value right up to the crown, i.e. 


r lew penny or cent = halfpennies or 13 half- 

pennies. 

I ive-pence ог nickel ==1# X 5-6 halfpennies or 34 

bit it replaces. 

г еп-репсе or dime =1%Х то=12 halfpennies or 

54 piece it replaces. 
etc. etc. etc. etc. 

"Гле present Дт note could still be retained as worth 
four crowns if thought advisable, but the present 105 
note- should be withdrawn. As four crowns equals the 
pres:nt £ sterling exactly all old accounts, prices, etc. 
couli easily be converted to the new currency. 


Stock Records: Builders’ Supplies 


S1m,— The following is a brief description of a 
пеной which I have seen operated in practice and 
which may meet the immediate need of 'Stock- 


Pile:' (November 25th issue): ^ 


(1: Determine for each stock item: (а) re-order level 
quantity; (b) minimum stock level quantity. 

(2: Draft form layouts, addressed to buying depart- 
ment, giving: Part number and other required 
information. 

(3: Make up packages, for each - stock item, con- 
taining the quantities decided on in (1) above. 
'The packages are sealed using adhesive tape of 


В ims 
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different colours to indicate re-order level or 
minimum stock. 

(4) Thes2 packages are placed in the bin behind the 
other stock items which will be used first. When 
re-order level is reached future issues will.be 
made from the re-order package. The appropriate 
form being extracted and sent to buying depart- 
ment when the package is opened. · 

(s) If the stock is not replenished before the re-order 
packege is empty the remaining package is 
opened and the form sent to buying department 
-as a notification that the minimum level has been 
reached. 

(6) As stocks are replenished the reserve packages 

` will Бе re-made and remain intact until the other 
Items are used.- 


If it is arranged that all doris are made out by 
office staff no clerical work need be required of de 


ues 
Post Office go-slow or the festive season I don't 
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warehousing staff. The only additional work for 
them, under this system, being the preparation and 
maintenance of the reserve packages. 
Yours faithfully, 

Ј. GIBSON, A.C.W.A. — 


` 


Maidenhead, Berks. 


Post-discontinuance Receipts 
Whether it is due to the ‘pay pause’, the- 


ow, but I am disappointed that there have as yet 
seen no replies to my. letter published in your issue 


of December 16th, 1961. 


Are there no tax experts willing to express an 
opinion? у 
Yours faithfully, 


Glasgow S4 R. FORGHAM. 





Current Law 


Rating of Art Gallery 


AND was given 40 the Kingston upon Hull 
Corporation upon trust to erect thereon out of 
funds provided by the donor an art gallery ‘Upon 
trust to permit the same to be used and enjoyed by 
the citizens of the said-city and county of Kingston 
upon Huil and the public generally as an art gallery 
for the exhibition of works of art in perpetuity’. There 
were no bye-laws or written regulations in respect 
of the galleries which were duly built, but the 
attendants employed there were orally instructed to 
take care. of the works of art and to ensure due 
decorum on the part of the public. 

In Kingston upon Hull Corporation v. Clayton 
([1961] 3 All E.R. 118) the House of Lords held that 
the.hereditament should not be entered in the rating 
valuation list as ‘exempt’. The corporation was not 
boundito allow the public free and unrestricted access 
to the galleries. They could make a charge for admis- 
sion, they could and did shut the galleries for certain 
hours, and it was open to them (without being in 
` breach of the: trust deed) to let or lend them to other 
persons for thè display of works of art provided that 
the public were admitted. The trust deed did not 
confer such rights:óf user on the public as to exhaust 
all possibility of valge to the corporation, and whether 
a profit could be made from the use of the galleries 
was beside the point. ~ 

Two observations may be made about this case. 
First, it appears that the'trust deed might have been 
drawn in such a way as to.constitute the corporation 
a bare trustee only, in which case it might have been 
possible to support the contention that there was no 
beneficial occupation and that the hereditament was 


exempt from rates. Secondly, under the Rating ande 
Valuation Act, 1961 (which. had not been passed at the 
date of the decision), the hereditament is presumably 
capable of qualifying for reduction or remission of 
rates under section 11 (4) (b) as one occupied for the 
purposes of an institution not established or conducted 
for profit and being concerned with the fine arts. 


English Settlement Converted into Canadian 


N Re Seale’s Marriage Settlement ([1961] 3 All 

E.R. 136) section 1 of the Variation of Trusts Act, 
1958, was invoked to convert a marriage settlement 
governed by English law into one governed by the law 
of the Province of Quebec, whither the husband and 
wife had emigrated and where they had become 
domiciled. The object of the conversion was to save 
income tax and estate duty, as well as to replace the 
English trustee by a Canadian, whose greater accessi- à 
bility would be convenient to the beneficiaries. 

"The scheme was to appoint a Canadian trust cor- 
poration as trustee of the English settlement in place 
of the existing trustee and to authorize the trust 
property's transfer to the trustee of a Canadian 
settlement (which would in fact have the same 
trustee): The new settlement, while conforming to 
the law of Quebec, was intended to Bear in its terms 
the closest possible similarity to the English settle- 
ment. 'The trust property on being transferred would 


· be freed and discharged from the trusts of the English 


settlement. 

Buckley, J., decided that he had jurisdiction to 
approve such a scheme, which was sensible and 
advantageous for all concerned; the ratio of his 
lordship's decision was that the Court could approva 
an arrangement which revoked all the trusts of a 
settlement, so that it must have jurisdiction to approve 
an arrangement which in effect revoked the trusts of 
the English settlement in the event of the trust 
property becoming subject to the trusts of a settle- - 
ment which would be recognized and enforced in: 
another jurisdiction. 
























e ([1961] 3 All 
y, which was a 
nders' Act, гдоо, 
tes signed by the 


trs’ Act, 1927. That 


a note or memorandum 


erms of the contract... ." 


"contract, and in particular the terms 
"use, were clearly set out in the three 
tes, but in the corresponding memo- 
fovisions as to default were in each case 
in terms which were unintelligible. 
(as he then was), held that the defendant 
hed to succeed, as the memorandum referred 
tion 6 (2) must itself contain all the terms of 
ntract, and it was not permissible to look at the 
issory note to ascertain its terms unless a copy 
it had been left with the borrower, which was not 
the case. 'The purpose of the section would be defeated 
unless the document in the borrower's possession 
contained all the terms of the contract. 


Effect of Option for Renewal of Lease 


Y an agreement, not under seal, dated July 26th, 

1938, the plaintiff company in Weg Motors Ltd v. 
Hales and Others ([1961] 3 All E.R. 181) was given 
an option of “taking a further lease’ of premises ‘at 
any time before December 25th, 1959’ (that is, more 
than twenty-one years from the date of the agreement). 
The option was expressed to be given in consideration 
of the company “taking a lease of even date with but 
executed after these presents'. Тће Court of Appeal 
held that the company was entitled to specific per- 
formance of the option agreement. In the first place, 
the agreement was not, when entered into, a contract 
to create a term of years and therefore rendered void 
by section 149 (3) of the Law of Property Act, 1925, 
which provides that: 


* A term, at a rent or granted in consideration of a 
fine, limited after the commencement of this Act to 
take effect more than twenty-one years from the 
` date of the instrument purporting to create it, shall 

be void, and any contract made after such commence- 

ment to create such a term shall likewise be void. . . .' 
It was not until the option was exercised (in 1959) 
that the agreement could be said to create a term of 
years. Secondly, the execution of the agreement and 
of the lease formed a single transaction; in view of 
the fact that the taking of the lease was the expressed 


on subsection (2). 


ct be made and signed ` 
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consideration for the grant of the option, the agree- 
ment was no more than an offer having no binding 
effect until the lease was executed; it followed that 
the right and obligation of the option agreement were 
properly incidents of the lease, were for its renewal, 
and were, as such, not affected by the rule against 
perpetuities. 

Their lordships also held that the obligation of the 
option agreement ran with the reversion under 
section 142 (1) of the Law of Property Act, and the 
fact that, at the time when the option agreement was 
entered into, the freehold stood charged by way of 
legal mortgage did not prevent the lessor from satis- 
fying the requirement of section 142 (1) that he should 
have ‘power to bind the reversionary estate immedi- 
ately expectant on the term granted by the lease'; 
this was a point which could be relied on only by the 
mortgagee. 


‘Male Descendants’ does not Exclude Females 
НЕ provisions of the settlement considered by 
Pennycuick, J., in Re Du Cros’ Settlement, Du 

Cros Family Trustee Co Ltd v. Du Cros and Others 

([1961] 3 All E.R. 193) directed (inter alia) that part 

of the income of the trust fund be held upon trust 

for ‘such of the brothers of the settlor of the first part 
as shall for the time being be living and the male 
issue for the time being living of such of the said 
brothers of the settlor of the first part as shall be dead’ 
and part for ‘such of the male descendants of [H.] as 
shall for the time being be responsible for the active 


` management of the business of’ a named family 


company. 

‘Issue male’, as his lordship pointed out, has a 
recognized meaning as a term of art and means 
descendents through the exclusively male line; he 
held that ‘male issue’ in the settlement had the same 
meaning, there being nothing in the context of the 
settlement to suggest that any other meaning was 
intended. 

In Allen о. Crane ([1953] 89 C.L.R. 152) Dixon, 
C.J., in the High Court of Australia, held that ‘male 
descendants’, while prima facie bearing the same 
meaning as ‘male issue’, might readily yield to a 
context, and Pennycuick, J., applying that case, 
held that in the case before him, ‘male descendants’ 
included males descended from the individual 
propositus whether through males or females. The 
fact that in the same paragraph of the settlement the 
expressions ‘male issue’ and ‘male descendants’ had 
both been used made it preferable, in accordance with 
ordinary principles of construction, to give the latter 
expression a meaning different from that of the 
former if the latter was capable of more than one 
meaning. 

His lordship also remarked on the fact that there 
seemed no reason why, in a gift to the persons 


- responsible for the management of a family company, 


preference should be given to male descendants 
of the founder descended through males, over male 
descendants descended through females. 
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A monthly feature designed to keep readers - 
whether in practice or in commerce – abreast of the 
latest developments in the field of office equipment. 


Low-cost 'Systems' Duplicator 


N interesting new design feature of Model A, 

latest spirit duplicator in the Rena series, makes 
this small flat-bed machine suitable for business systems 
work on a modest scale. The makers are to be con- 
gratulated on the ingenious yet simple design which 
allows almost infinite rearrangement of details on 
copies in a low-cost machine which can also, of course, 
be used for ordinary duplicating. 





Rena Model A Spirit Duplicator 


Тће machine which makes copies up to foolscap 
size, is equipped with thirty-five retractable studs on 
each side of its flat bed. Holes to correspond with 
these are pre-punched in the master paper. Thus, 
duplicating can be carried out in three ways: with the 
master in one piece (in which case it is clamped to the 
machine with the studs retracted); with the master 
cut into strips, which are rearranged ad infinitum; or 
with parts of two or more masters combined to compile 
a fresh document. 

Up to 300 copies can be made from each master, 
the distributors say; and part-used masters, being pre- 
punched, can be filed in a ring binder pending future 
use, This system can provide an indexed store of data 
which can be combined in any way and can thus 
obviously eliminate much re-typing of standard 
details in applications ranging from price lists and 
schedules of all kinds to menus. 

Spirit used in the duplicating process is stored in and 
ejected from a transparent polythene bottle fitted to 
the machine's damper assembly. This arrangement 
promotes regular, even moistening and therefore 
production of standard quality copies throughout the 
run. Like other spirit machines, Reza Model A can 
reproduce two or more colours in the same run. 

Free servicing is provided throughout the machine's 
life, provided the distributors' supplies and accessories 
are used. It is sold complete with dust cover and full 
operating instructions. 

Price: £75. 


E. G. Solomon, 44 Worship Street, London EC2. 























Friden 


RIDEN automatic 
used throughout the 
installations or in conj 
puters and other automati 
products include such well- 
writer, Collectadata and Selec 

British users will be intere 
London-based company, Friden 
formed as a subsidiary of Friden 
Fribourg, Switzerland, the intern 
company for Friden Inc, of Califo 
Holland N.V. 

It will distribute the existing range of 
viously handled by Bulmer's (Calculators 
due course will introduce new products 
Friden's expansion programme. Sales 
facilities will be provided by branches in v 
vincial centres. 

The head office is at 93-101 Blackfriars 
London SE. 


Small Dyeline Photocopier 


YELINE photocopying is one of the cheapest, 

cleanest and most efficient methods for reproduc- 
tion of office documents. Originals written or typed on 
one side of translucent paper can be reproduced direct 
at a cost of about a penny per foolscap-size copy; 
documents on opaque paper, after first being photo ~ 
copied on to transparent film, can be reproduced шт 
the same way. For many applications where, say, ` 
fiom two to twenty copies are required, dyeline copying 
is more economical than any kind of duplicating or · 
even the use of standard carbon paper. 

Diana, a new combined dyeline exposure and ° 





Anson Diana Dyeline Copying Machine 
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development unit for office use, is unusually compact. 
The machine’s base measures 27 by 24 inches and it 
stands only то inches high, yet can accept originals 
up to 13 inches wide and of any length. 

The makers claim that Diana can make up to 500 
copies per hour – an unusually high speed for such а 
small unit. It should, perhaps, be pointed out that an 
actual output of this order is hardly likely to be achieved, 
since feeding and separation are manual. Nevertheless, 
this high speed is certainly beneficial in that it allows 
continuous feeding and cuts waiting time to a minimum 
when single copies are made. Finished copies, which 
emerge dry, are stacked in sequence at the rear of the 

~ymachine. — : 

No special ventilation is needed for Diana and, like 
other photocopiers of this type it can be used in 
standard lighting. 

An unusual and useful feature is an additional lamp 
which can be switched on at any time for exposure of 
non-dyeline photocopying materiəls (including trans- 
parent films). 

With the addition, therefore, of a developer unit 
for these materials Diana would form a complete and 
compact photocopying installation for almost any office 
purpose. 


Price: 13 inch feed £295; 18 inch feed £315. 


George Anson & Co Ltd, Solway House, Southwark 
Street, London 5Ет. 


Plastic Offset-litho Masters 


3 NEW offset-litho plate which is cheaper than 

metal and more dependable than paper masters 

- has been introduced by Remington Rand. Made of 

plastic, it is known as the Direct Image Plastiplate and 

can be used on all popular makes of offset-litho dupli- 

cator. The makers say that up to 20,000 copies can be 
produced from one plate. 

''he hard-working surface makes it easier to erase 
and correct. Also, the plates can be handled and stored 
more easily because finger-marks and scratches are not 
reproduced on the copies. 

Plastiplates are self-cleaning on the machine and do 
not stretch – ап important factor in close-register 
work. They are made in four grades (the choice depend- 
ing on the length of run required) and packed in boxes 
of one hundred. The range of accessories includes 
carbon paper or fabric-ribbons, a lithographic ball- 

int pen, a special fluid which restores the surface 
of the plate after correction, and various etching and 
preserving solutions. 


Price: From 56s 7d per hundred to 78s 9d per 
hundred, according to length of run and quality 
required. . 


Remington Rand Ltd, Remington House, 61-65 
Holborn Viaduct, London ECr. 
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Clock-cum-calendar 


ESIGNED for wall hanging and available in 
oak or mahogany, a single neat frame contains 

a Waestclox clock and a large, clear calendar face 
marked with magnetic frames for month, day and date. 
Overall size is 52 in. by 181 in. An alternative ver- 





Clock-cum-calendar 
sion, without the clock, measures 36 in. by 18} in. New 
to Britain and manufactured here, the calendar-clock is 
made to a design which has become popular in the 
United States. 

Prices: Combined unit, £23 11s. Calendar only, 
£14 115. 

D. Matthews & Son Ltd, 61-63 Dale Street, Liver- 
pool 2. 


Do-it-yourself Lettering 


ROFESSIONAL-LOOKING lettering can be 

done by beginners with an ingenious new instant 
system, Letraset. This works on a transfer principle, 
though no moisture or separate adhesives are used, and 
is suitable for ‘typesetting’ on paper or other surfaces. 
A considerable variety of type faces, in sizes from eight 
to seventy-two point, and a wide choice of colours is 
available. 

Letraset characters are mounted on the underside of 
translucent plastic sheets and come in sets like a type font 
(i.e. there are more of the frequently-used letters like 
e than of z's, for instance). Having drawn a guidline 
on the paper, the user selects the first letter, positions 
it correctly, then rubs the Letraset surface gently with a 
smooth rounded object such as the blunt end of a 
penholder. This action transfers the letter to the paper. 
The procedure is repeated for each subsequent character. 

'The personal experience of the writer (a complete 
beginner) has yielded results which completely support 
the manufacturer's claims. 'T'he method is learned easily 
and a reasonable speed is soon achieved. The work has 
a gratifyingly professional appearance. 

Applications include preparation of layouts for 
catalogues, house magazines, etc., for subsequent 
reproduction by offset litho, making up name-plates, 
notice-boards, and so forth. 

Prices: 7s 6d per sheet for small and medium-sized 
types. ros per sheet for large display types. 

Letraset Ltd, Artist House, Plough Place, Holborn, 
London EC4. ° 
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Notes and Notices 


PROFESSIONAL NOTICES 


Mr REGINALD Е. МАІМ, С.А., and Mr ]онм С. 
BANFIELD, A.C.A., announce that they have entered into 
partnership under the style of MAIN, BANFIELD & Co, 
Chartered Accountants, as from January ist, 1962. 
'The practice will continue to be carried on from Lloyds 
Bank Chambers, The Borough, Yeovil, and also at 
Gillingham, Dorset. 


Messrs MorrisH, WALTERS & Со, Chartered 
Accountants, of Provincial House, 98-106 Cannon 
Street, London ЕС4, announce that their senior 


partner, Mr JoHN BERNARD PITTMAN, F.C.A., retired оп. 


December 31st, 1961, after forty years as a partner, and 
that, as from January Ist, 1962, they have been joined 
in partnership by Mr Heprorp CROSFIELD Harris, 
M.A., F.C.A., senior partner of their associated firm, 
A. H. Кмснт, MonnisH & Co. The combined prac- 
tices will be carried on in London and Croydon under 
the name of MonnisH, WALTERS & Co. 


MR C. P. PERRIAM, A.C.A., announces that following 
the dissolution of his partnership with Mr P. J. N. 
BiGGs, Е.С.А., he is now practising as C. P. PERRIAM 
& Co, Chartered Accountants, at 6 Castle Street, 
Barnstaple. 


Messrs Воззегл, & Co, Chartered Accountants, and 
Messrs ARTHUR YouNG & Co (Middle East firm) 
announce the retirement of Mr H. P. DEVEREUX, F.C.A. 
'They also announce that they have assumed Mr PETER 
CALVERT, F.C.A., who has been made a partner in their 
Sudan practices, as a general partner from January Ist, 
1962. They further announce that their address in 
Athens is now 7 Stadium Street where the practices 
will be under the management of Mr Sr V. E. B. 
POLLARD, C.A. 


Messrs T'aNsLEY Witt & Co, Chartered Account- 
ants, of 22/24 Ely Place, London EC1 announce that 
as from January 1st, 1962, they have taken into 
partnership Mr H. E. M. BARNES, A.C.A. 


Appointments 


Mr D. B. Dalby, F.c.a., has been appointed adminis- 
tration manager of Keith Shipton & Co Ltd, insurance 
brokers. 

Mr P. W. Mitchell, F.c.a., has been appointed а 
director of Mansill Booth & Co Ltd. 

Mr С. W. Tyrrell, F.c.a., a director of Booker 
Brothers, McConnell & Co Ltd and chairman of 
Bookers Engineering Holdings, has become chairman 
of Sigmund Pulsometer Pumps Ltd. 


OBITUARY 
H. W. A. Waring, C.M.G., F.C.A. 


'The British steel industry has suffered a grievous loss 
through the untimely death last week in an air accident 
of Mr H. W. A. Waring, 
C.M.G., Е.С.А., deputy chair- 
man of the G.K.N. Steel Co 
Ltd. He was 55. 

Educated at Christ's Hos- 
pital, Mr Waring was articled 
to the late Sir Arthur Roberts, 
K.B.E., being admitted an 
associate of The Institute of 
Chartered Accountants in 
England and Wales in 1929 
and elected to fellowship in – 
1960. From 1929-39 he 
practised with Whinney, 
Murray, Baguley & Co, in Berlin, and in Hamburg from 
1929-34 and in Oslo from 1934-39. 

From 1939-40 he was attached to the British 
Consulate in Oslo, and served as assistant to the 
commercial counsellor in Stockholm from 1940-42 
and as Ministry of Supply representative in Stockholm 
from 1942-45. He was chief British representative 
in the Anglo-American negotiations with Sweden in 
1944 to stop the ball-bearing traffic to Germany. He was 
made a C.M.G. in 1945 in recognition of his wartime 
service. From 1945 to 1947 he served on the Control 
Commission for Germany where he was successively 
in charge of iron and steel, basic industries and deputy 
chief of the industry division. 

Mr Waring joined Guest Keen Baldwins Iron and 
Steel Co Ltd, Cardiff, in 1947, but resigned in (AN 





on joining the United Nations Commission for 
Europe, becoming head of its industry division. 

He left the United Nations in 1956 to return to 
industry and from 1956-60 was managing director of * 
Brymbo Steel Works and a director of other Guest 
Keen and Nettlefolds' subsidiary companies. In 1959 
he was elected first British chairman of the Steel 
Committee of the Economic Commission for Europe 
and was re-elected to that office in 1960-61. He joined 
the board of Guest Keen and Nettlefolds in 1960 and 
became deputy chairman and general managing 
director of G.K.N. Steel Co Ltd at the beginning of 
last year. 

A member of the Iron and Steel Institute since 1948, 
Mr Waring was elected to the Council in 1960, and in 
July of last year he was elected hon. treasurer in succes- 
sion to Sir Julian Pode, r.c.a. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Small Practitioner Inquiry 


*During recent weeks the district societies of The 

Institute of Chartered Accountants in England and 
Wales have been actively engaged, following th= lead 
given to them by the President, in obtaining informa- 
tion on the problems — and their possible remedies — 
which confront the smaller public practice, aad in 
particular the sole practitioner (see The Accou+tant, 
October 21st, 1961). Questionnaires have been distri- 
buted to a large number of practising members 
throughout the country, and in addition meetings 
have been arranged by district societies and by their 
branches and groups. _ 

'Ihe task of correlating the replies is one of some 
magnitude and we have been asked by the Secretary 
of the Institute to remind members who have received 
copies of the questionnaire and who have yet to reply, 
that the forms should be returned to the Secretery of 
their respective district society by January 315%. 

ма We have no doubt that members will assist by respond- 
ing to this appeal. ~ 


DOUBLE TAXATION: REPUBLIC OF SOUTH 
AFRICA. 


Representatives of the United Kingdom Board of 
Inland Revenue arrived in Cape Town on January 4th 
to discuss with officials of the South African Deoart- 
ment of Inland Revenue the question of revising the 
double income tax agreement between the Rep.iblic 
and the United Kingdom. 


NEW FAMILY ALLOWANCES 
AND NATIONAL INSURANCE ACT 


Commencement Order 


y i Minister of Pensions and National Insurance has 


made a Commencement Order! containing the sta-ting 


. dates of a number of provisions in the Family Allow- 


“ances and National Insurance Act, 1961. A number of 
changes in the Act came into operation immediatel- the 
Bill received Royal Assent, some of which were given in 
our issue of January 6th, page 26. Changes affected by 
the Order include: 


Workmen's Compensation 


‘The supplements paid under the Workmen’s Compensztion 
and Benefit (Supplementation) Act, 1956 to certain totally 
disabled people who, because their accidents occurrei or 

` their diseases were contracted before 1948, cannot qualify 
for benefit under the Industrial Injuries Act, was increased 
by 15s a week from January 17th. 


1 The Family Allowances and National Insurance Act, -961 
(Commencement No. 2) Order, 1962, S.I. 1962 No. 7 (2.1) 


- gobtainable from H.M.S.O., price 3d net. 
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Partially Disabled 


Persons on maximum compensation will receive increases 
of existing allowances under the Workmen's Compensation * 
(Supplementation) Act of 1951, or in some cases a new 
allowance, of up to ros a week, subject to the appropriate 
workmen’s compensation loss of earnings rules. There will 
also be an increase of 7s 6d a week in allowances payable 
under the Industrial Diseases (Benefit) Acts 1951 and 1954 
for partially disabled men suffering: from pneumoconiosis 
and byssinosis due to pre-1948 employment who did not 
qualify for workmen's compensation. These allowances are 
to be payable as from February 28th. 


Liability to Pay Contributions , 

From January 15th self-employed and non-employed 
people with incomes of less than £208 a year may apply to be 
exempted from liability for national insurance contributions. 
The limit is at present £156. 


Contributions for Low Wage Earners 
The weekly rate of earnings, below which the employer has 


to bear a larger proportion of the contribution than other- 
wise, was raised from 60s to 805 from January 15th. 


Apprentices 

From April 3rd an apprentice will only be treated as a child 
for the purposes of family allowances and national insurance 
benefits if his earnings from the apprenticeship, after deduc- 
tion of expenses, do not exceed 405 a week. There аге, 
however, certain transitional provisions applying to those 
who, on April 3rd, are receiving national insurance benefits 
for an apprentice treated as a child under the old rules. 


Overpayments 

At present anyone who, because of a revised decision is not 
entitled to some benefit which he has already received, is 
required to repay it unless he satisfies the independent 
authorities that he received the benefit in good faith. In 
cases decided after February 25th, repayment will not be 
required where the person concerned can show that he has 
used ‘due care and diligence’ to avoid overpayment. 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Executive Committee the 
chair was taken by Sir William Carrington, F.c.a., 
the President of the Association, and ten members 
were present. 


Applications for Assistance 


Five new applications for assistance were considered; 
in three cases a grant was made; in one case a donation 
was given and in one case it was decided to make no 
grant. 

One of tbe new cases followed the death a few years 
ago of a member in practice at the age of 48 leaving a 
widow and two children then aged 5 and 2; he had 
been a polio victim since his youth. Until now the 
widow had managed on her small. income but she had 
found it increasingly difficult as the children grew 
older. А grant was made. 
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Applications for Further Assistance 


Twenty-three cases for further assistance were con- 
sidered. In fifteen cases the grant was renewed; in 
four cases the grant was increased; in fous cases ‘the 
grant was reduced. 


Matters Reported 


The deaths of two beneficiaries were reported. In 
four cases grants were adjusted or donations made in 
view of changed circumstances; in four cases the Hon. 
Secretary was pleased to report that circumstances had 
so improved that assistance was no longer necessary. 
It was further reported that a beneficiary had recently 
taken up residence at Ridgemead House, one of the 
. homes of Crossways Trust, and settled down there 
very happily. 
Christmas Gifts 


It was decided to send small Christmas donations to 
beneficiaries who are resident in Homes and food 
hampers to others. 


NORTHERN SOCIETY OF CHARTERED 
ACCOUNTANTS 


А luncheon meeting of the Northern Society of 
Chartered Accountants is to be held at the County 
^ Hotel, Newcastle upon Tyne, at 12.30 for І p.m. on 
Friday, January 26th, after which there will be a dis- 
cussion on the problems of the small practitioner in the 
district. 


MANCHESTER CHARTERED ACCOUNTANTS' 
STUDENTS' SOCIETY - 


At a recent meeting of the Manchester Chartered 
Accountants! Students! Society, the following officers 
were elected: | 
Hon. Secretary: Mr Е. А, Watson, B.A.(coM.), 46 Foun- 
tain Street, Manchester 2. 
Hon. Treasurer: Mr E. K. Richardson, n.sc.(ECON.). 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LEEDS 
A wide variety of meetings has been arranged for the 
spring session of The Chartered Accountant Students’ 
Society of Leeds. The programme is as follows: 
January 23rd. 4.30 p.m., 'Auditing problems'; 
6 p.m., ‘Recent examination questions in auditing’, 
by Mr V. 5. Hockley, B.COM., C.A., A.A.C.C.A. 
February 16th, 9.30 a.m., Whole-day course; "The audit 
and accounts of a small limited company', by Mr 
D. Rich, A.C.A. 
February 2191, 4.30 p.m., ‘Computers’, by Mr А. №. 
Howitt, M.A., F.C.A., F.C.W.A. 
6 p.m., ‘Current financial topics’, by Mr А. J. Ward, 
В.5С.(ЕСОМ.). 
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February 26th, Visit to Vickers-Armstrongs (Shipbuild- 
ing) Ltd. 

February 28th, 6 p.m., Talk and film: "The work of the 
Bank of England', by Mr R. C. Balfour. 

March 7th, 4.30 p.m., “Estate duty’; 

6 p.m., ‘Problems in executorship accounts’, Бум 
Mr L. J. Northcott, F.c.a., H. Foulks Lynch & Co Ltd. 

March тай, 4.30 p.m., “Schedule D computations’, 

6 p.m., ‘Standard costing’ ‚ by Mr V. R. Anderson, 

. ACA. 

March 2151, 6 p.m., Two films: ‘C.P.A.’, and "The C.A. 
in Canada’, 

March 28th, 5 p.m., Annual general meeting. 

6 p.m., ‘Freedom under the law of contract’, by 
Mr.T. Jackson, LL.B., A.C.C.8. 

April 5th, 5.30 p.m., ‘General principles of auditing: 
the Councils recommendations, by Mr Victor 
Walton, F.c.a., Member of the Council of the Institute. 

6.30 p.m., Pot-pie Supper (first-year students). 

All lectures will be held at the Leeds and County. 
Conservative Club, South Parade, Leeds 1. Further 
information regarding the activities of the Society 
may be obtained from the hon. secretary, Mr W. H. J. 
Mordy, c/o Peat, Marwick, Mitchell & Co, 2 Park 
Place, Leeds 1. < 


ВЕУЕМОЕ РАРЕВ. 
Hilary Sittings, 1962 
The following cases are down for hearing during the 
Hilary Term: 


House or Lorps 
Cenlon Finance Co Ltd v. Ellwood. 
Rolls-Royce 2. Jeffery. 
Griffiths v. J. P. Harison (Watford) Ltd. 


Court OF APPEAL 

Gooden v. A. Wilson’s Stores (Holdings) Ltd. - 
British Commonwealth International Newsfilm Agency Ltd 

v. Mahany @ 
Jamieson v. C.I.R. : 
Wills o. СЛЕ. |. . 
Hibbert v. Fysh. - < | 
De Voil v. Welford Gravels Ltd. . 
Rae v. Lazard Investment Со Ltd. 
C.LR. v. Тће Stafford Coal and Iron Co Ltd. 
Brogan v. The Stafford Coal and Iron Co Ltd. 
Spencer v. C.I.R. | i: m 
Garside v. C.I.R. i . 
C. H. W. (Huddersfield) Ltd о. C.I.R. ^ 


сн Court (Chancery Division) 


Walter W. Saunders Ltd v. Dixon. 


C.LR. v. Hood Barrs. 

Fitch: Lovell Ltd v. C.I.R. 

Monthly Salaries Loan Co Ltd v. Furlong. 

eae of the estate of G. F. Seaward (deceased) v. . 
arty. 

С.Т.В. v. Verdon-Roe. 

Wellington v. Reynolds. 





ROYAL EXCHANGE 


INCORPORATED A.D. 1720 
Heap Orricz: КОХ AL EXCHANGE, Гомром, Branches throughout the Country. 
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Accountants are. P. 
invited to apply for the 
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CONTENTS Candidates for Truth 


: Dus CCOUNTANTS, in so far as they are constantly striving 

Candidates for Truth 85 io associate themselves with the correct presentation of 

fact, might be called, in EMErson’s phrase, candidates for 

Investment or Trading truth. Their aspirations, however, may be complicated by two 

Bock 86 considerations — that truth itself is of at least two kinds, the 

Estate Duty Aspect of universel and the particular; and that the | conflict between 

Investment | individval opinions tends to obscure its reality. In the main, 

by H. Ferguson, A.C.I.S. 87 accountants are concerned with particular truths which define 

+ practical situations and, strange as it may seem, these are often 

When is ‘Fair’ not Fair? – The equally as difficult to establish as the abstract universal truths 
Auditors’ Report Criticized 88 which aze more the preoccupation of philosophers. 

. Ап obvious everyday example of this dilemma is the valuation 

. Stock Valuation – a a Е à 

Practitioners View of stock and work in progress where the appropriate basis to be 

` by Geoffrey H. Vieler, F.C.A. до adopted depends on the circumstances of each business. With so 

many variants (of both bases and businesses), the scope for expert 

Weekly Notes 97 argument is extensive. On one point, however, the authorities do 

agree ard that is that the chosen basis and methods of computation 

This is My Life... Should be applied consistently and that the effects of any deviation 

by An Industrious Accountant 99 therefram, if material, should be disclosed. 


It must come as a surprise, therefore, to many accountants to 
learn that a distinguished company director has been tilting his 
Barclays Bank Ltd — Glouces- 5 ; i 
ter Railway Carriage & Wagon . lance even at this one slender tenet. At a recent luncheon meeting 
~ Co Ltd - City Notes — Rates of the London and District Society of Chartered Accountants — 
гу and Prices 100 : 
: reported on another page - MR Накогр DRAYTON suggested, in 
Correspondence effect, that if a managing director thought it advisable to write 
Research Activities under the stock either up or down to suit the occasion, this remarkably 
Microscope — Education and elastic kasis of valuation — under, at or above cost, whichever was 
OS n d 1. е mcst convenient- could reasonably be accepted by the 
auditor. Whether the auditor would do so through complacent 


Finance and Commerce 


For Students | _ acquiescence or through ignorance is not made clear, but on both 
Share Certificates — 1 105 ^ counts ket us gently disabuse Mr DRAYTON of this somewhat naive 
notion — but one- of a number contained in his remarks at the 
The Chartered Accountant lunchecn. 
Posen! Society of Leeds: The auditor who knows his job invariably blends theory with 
ual Dinner 107 


commoa sense in applying the fundamental principles of account- 
ing to any particular set of circumstances, but however liberal 


Taxation Case b, : дева Р : 
his inte-pretation may appear, it is certain that he accepts nothing 


3 Tn re Roberts! Settlement 


Trusts 108 which »ffends his conscience, that indispensable third quality 
А which, in addition to skill and judgment, every professional man 
Notes and Notices 108 possesses. In short, the words 'true and fair', to whatever they 


are applied, have a significance far beyond any. combination of 

Treasurers nud Accountants dictionery meanings. Each time they are used they reflect а 

Results of Examinations held ` professional opinion which is highly valued and, in consequence, 
in November 1961 III never lightly expressed. 
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- Investment or Trading Stock? 


VER since the House of Lords held (in 
Jones v. Leeming (9 A.T.C. 134; 15 T.C. 
333)) that surplus proceeds on a resale 
were not taxable unless the seller was trading, 
there has been a tendency to widen the meaning 
of ‘trade’. This process has revealed that where 
the taxpayer is a company with trading objects, 
it begins a dispute of this kind. with the dice 
heavily loaded against it. The decision of Mr 
Justice Cross in Lucy & Sunderland Ltd v. 
Hunt ([1961] T.R. 305) has imposed a salutary 
check on this process, the effect of which may 
well survive the new impositions threatened by 
THE CHANCELLOR OF THE EXCHEQUER. 
The appellant company, which we will call 


Lucy, was an old-established timber merchant 


whose memorandum of association was so drawn 
as to give it power to trade as a builder and 
property dealer. То anyone in the least familiar 
with documents of that kind, it would not be 
surprising if Lucy had power to do practically 
everything under the sun. Among its several 
investments, Lucy owned the controlling share- 
holding in a building company (Hawthorn) 
whose trade had been in suspense since 1940, 
and whose activities were confined to receiving 
rents on the houses transferred from trading stock 
to fixed assets. Mr ANDERTON, the managing 
director and only other shareholder in Hawthorn, 
wanted to start up building in 1945, but Lucy did 
: not want Hawthorn to be used for this. At first it 
agreed to buy Mr ANDERTON’s minority share- 
holding, so that he could set up on his own account 
with the proceeds. However, he did not have the 
necessary building licence; Hawthorn did. There- 
fore Lucy sold to Mr ANDERTON its shareholding 
in Hawthorn, and Hawthorn sold its houses to 
Lucy, thus giving Hawthorn the funds to build. 

After this transaction Lucy received the rents 
of the houses. In 1948 Lucy began to accept 
offers to purchase its houses and the proceeds 
exceeded the price it had paid to- Hawthorn. 
There followed, perhaps almost inevitably, in- 
come tax assessments on these surpluses, on the 
ground that Lucy was carrying on the trade of a 
dealer in houses. The Inland Revenue made 
much play of the fact that Lucy included such a 
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trade in its objects. Of course, where a company 
with purely investment objects resells at a profit, 
the official argument is usually that the objects 
clause of its memorandum of association is not 
really important. The General Commissioners 
confirmed the assessments. 

The Inland Revenue had contended that Lucy 
did not buy the houses as an investment but for 
the purpose of disposing of them at a profit as 
opportunity arose, and presumably the General 
Commissioners accepted this contention. 

Having won on Schedule D, the Inland 


. Revenue also assessed these alleged profits to ^ 


profits tax. Nothing daunted, Lucy appealed 
again, this time to the Special Commissioners. А 
decision by Commissioners is not binding for | 
another tax, any more than it is binding for 
another year. This time Lucy was successful. In 
the meantime it had expressed dissatisfaction 
with the decision of the Manchester Commis- 
sioners and had demanded a stated case. Тће 
Inland Revenue demanded a stated case on profits 
tax but later abandoned the profits tax point. 

Before Cross, J., the Inland Revenue argued ` 
that the case was purely a question of fact; that 
although Lucy’s motive in buying the houses was < 
to help Mr ANDERTON, nevertheless there was at — 
least some evidence on which the Manchester 
Commissioners could find that Lucy was trading ° 
in the houses. The Revenue also stressed that in 
the hands of Hawthorn the houses were trading 
stock, and cited Rellim Ltd v. Vise (зо А.Т.С. ` 
105; 32 Т.С. 254) where Mr Justice WYNN- 
Parry upheld a similar finding, while indicating 
that on the facts he would have come to an 
opposite conclusion, and the Court of Appeal 
upheld his view. 

Lucy pointed out that in Rellim Lid v. Vise 
there was more evidence of trading than in its 
own case. The learned judge said that although ne | 
put out of his mind his own views as far аз he® 
could, he could find no evidence at all on which 
the Manchester Commissioners could infer that 
Lucy was trading in the houses. Accordingly, he 
allowed Lucy's appeal. If this judgment remains 
unassailed it will put new heart into taxpayers, 
particularly companies, who resell an investment. 


gj 
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Estate Duty Aspect of Investment 


by H. FERGUSON, A.C.LS. 


thought in relation to investment poicy 
vis-à-vis means of legally minimizing, or 
avoiding entirely if possible, punitive taxafion 
and estate duty. In this regard, accountants are in 
the privileged position of knowing the financial 
worth — at least, so far as taxation.returns reveal — 
of each of their clients and arein a position to kelp 
particularly their middle-aged and elderly clients. 
About a hundred years ago John Stuart Mill 
said ‘men desired tó be rich, not for riches them- 
selves, but to be richer than their friends’. Doubt- 
less that was generally true at that time, when the 
standard rate of income tax was only pence in the 
£. Estate duty in its present form was in-ro- 
duced with a maximum rate of 8 per cent in 1894 
as compared with a top rate of 80 per cent today. 
Supertax was introduced in 1909. 
From an investment angle, therefore, apart 
from senseless vanity, the estate duty interest 


Tie purpose of this article is to stimu‘ate 






which the Government has in one’s capital is a 
factor to be considered in every scheme of invest- 
ment. Plain sense dictates that provision for one’s 
dependants or intended beneficiaries be made in 
one ’s lifetime in order that they may benefit from 
‘saving’ in estate duty and taxation. For example, 
assuming expiry of the entirely duty-free period 
of five years, a reduction in the value of one’s 
worth from £50,000 to £30,000 would result in 
paying £10,100 less in duty. In other words, this 
means that the Government is, in effect, a partner 
with a sok per cent interest in that slice of 
£20,000. 

A recent case involved an estate valued at over 
£500,000. There were three beneficiaries or resi- 
duary legatees, each of whom received only 
around £5,000 as a result of estate duty exaction 
and the fall in stock-market prices between date 
of death and date of realization. The lesson from 
this case is clear — an item, ‘Estimated estate duty 






































1 4 5 
. f ћ | Value of 
Estates Rate Amount | Amount or slice of estate aa ао о meis о 
Bot of of duty | responsible for increase | centage of related slice as | (net of 
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% £ i £ in column I £ 
10,000 4. : 400 9,600 
12,500 6 750 2,200 1/5 350 14 11,750 
15,000 8 1,200 2,:00 1/6th 450 18 13,800 
17,500 то 1,750 2,500 1/7th 550 22 15,750 
20,000 12 2,400 2,:00 1/8th 650 26 17,600 
25,000. 15 3,750 5,600 1/5 1,350 27 21,250 
30,000 18 5,400 5,000 1/6 ` 1,650 33 24,600 
35,000 21 7,350 5,000 x/7th 1,950 39 27,650 
40,000 24 9,600 5,000 x/8th 2,250 45 30,400 
45,000 28 12,600 5,000 1/gth 3,000 6o 32,400 
50,000 31 15,500 5,000 . x/10th 2,900 58 34,500 
60,000 35 21,000 . 10,000 1/6th 5,500 55 39,000 
75,000 40 30,000 15,000 1/5th 9,000 бо’ ' 45,000 
100,000 45 45,000 ' 25,000 1/4th 15,000 60 55,000 
150,000 50 75,000 50,000 1/3rd 30,000 60 75,000 
200,000 55 110,000 50,000 1/4th 35,000 70 90,000 
300,000 бо 180,000 100,000 1/3rd 70,000 70 120,000 
500,000 65 - . 328,000 200,000 2/5ths 145,000 72% 175,000 
750,000 70 525,000 250,900 1/3rd 200,000 ` 8o 225,000 
I коре 75 750,000 250,000 1/4th 225,000 go 250,000 
ver : у E 





1,000,000 


88 


liability', should be incorporated in one's personal 
balance sheet. This ought to result in the desired 
reduction. 

So as to facilitate action along the lines sug- 
gested the accompanying table has been prepared 
to assist in planning accordingly. Columns 1, 2 
and 5 are self-explanatory.. Column 3 shows, step 
by step, each increase or slice in the value of an 
estate (column 1) corresponding to each change 
in the rate of duty. The fractions shown in 
column 3 correspond to the amounts by which. 
the total value of an estate would require to be 
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reduced in order to limit payment at the next 
lower rate of duty and thus 'save' the sum shown 
alongside in column 4. 

For example, an estate of £45,000 would bear 
28 per cent duty amounting to £12,6co (column 
2). The next lower rate of duty is 24 per cent on 
£40,000. Therefore on £40,000, duty would be 
£9,600, or £3,000 (column 4) less than the duty 
on £45,000. In other words, the Government 
takes бо per cent of that slice (£45,000 less 
£40,000), as compared with the over-all 28 per 
cent rate of duty. 





When is ‘Fair’ not Fair? 
THE AUDITOR’S REPORT CRITICIZED 


5 RUE and fair view?’ – the familiar phrase of the auditor's report — was strongly criticized 
| at а recent luncheon meeting of the London and District Society of Chartered Accountants. 
The speaker was Mr Harold Drayton, financier, company chairman, Institute of Directors’ 
Council member, founder and governor of the City of London Society: ‘A balance sheet’, said Mr 


Drayton, ‘may show many things, but it cannot show a “fair view”. 


' The word ‘fair’ was capable of 


many interpretations. It was an ambiguous word; and ambiguity did not, or should not, go with 


facts and figures. 


Mr Drayton said that he had built up his 
business career not on cleverness — for he did not 
pretend to be clever —but on trying to be prac- 

‘tical and, perhaps, pragmatic; if there was a 


problem, by doing one's best to solve it- not, 


always confining one's self to the' immediate 
problem, but trying sometimes to look at things 
from the ‘other fellow's point of view’. He there- 
fore proposed to comment on two matters relat- 
ing to accountants – ће auditor's report (or 
‘certificate’, as he called it), and the relationship 
between the auditor and the director in regard to 
a company's balance sheet. 


Prestige 


Accountants, said Mr Drayton, did not perhaps 
realize how important a part they played in the 
prestige of the United Kingdom in the eyes of 
the world at large. He often said to his friends 
abroad, “Why do you have an English firm of 
accountants to audit your company's accounts? 
and their answer was always the same – “We can 
trust them and they don't talk.' Anything, there- 
fore, which-detracted from their integrity as 


accountants, reflected not only upon themselves 


but upon the standing of this country. Accord- ~ 
‘ingly, they had need fully to justify their ‘certifi- 


ES 


cate’ and he did not feel the use of the term ‘fair , 


view' could be justified. А balance sheet showed 
a lot of things but, he said, it could not show a 
‘fair view’. 

For instance, in regard to stock valuation, a 
managing director, if he were a conservative man, 
would try to state that figure as low as possible in 
order to safeguard himself for the following year 
and the auditor might as reasonably accept it. On 
the other hand, if he were to put it up – and there 
might be several reasons for so doing — it might 
offer a ‘fairer’ view of the position to shareholders 
than writing it down. He may know that he can 


sell, or has sold, or is in process of selling at ап 


increased price and therefore, to justify the state- 
ment of a ‘fair view’, the valuation might well be 
entered at more than cost. 

Again, said Mr Drayton, a large number af 
balance sheets showed only historical values, and 
in the case of land, auditors often sign ‘their 


‘certificates’ recording a ‘fair view’ when the 
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land could be worth a great deal more than its 
historical value. 


^ Definitions 


Mr Drayton said that when the definitions of the 
word ‘fair’ were considered, it became obvious 
that there was a great variety of meanings; first, 
there was the term applied to a place where people 
met to buy and sell and where there might be 
roundabouts and swings (and he amused his 
hearers by commenting that he thought a 
pretty good sermon might be preached about 
‘accountancy and roundabouts and swings’). 
Then there was the definition ‘beautiful te the 
eye; of pleasing form or appearance, fair to see’. 
He thought they might not all agree with that 
in relation to some balance sheets; but then there 
was ‘of external manifestations, words, promises, 
attractive or pleasing at first sight’. That was not 
bad but it was rather spoilt by what followed – 
‘specious, plausible, flattering’. 

Another example gave: ‘fair — of conduct, 
actions, arguments, methods; free from bias, 
fraud, injustice; equitable; not taking undue 
advantage’. That, he thought, began to describe 
what they perhaps wish to imply by ‘fair’ in their 
reports. Finally, there was the adverb definition: 
‘equitably, honestly, impartially, justly according 
to rule’. That might sound very well but they had 
to consider to whom does this accord – the 
auditors or the directors? 


LA 


Ambiguity 
*Fair, he therefore regarded as an ambiguous 
` word and ambiguity did not go well with facts 
and figures and in its use they laid themselves 
open to criticism. Fraud, for instance, applied to 
acts of both omission and commission, it might be 
equally as fraudulent to value stocks or property 
unduly conservatively, as to over-value them ; and 
he thought that accountants did not take that to 
heart too readily. 

Of course, it was easy to criticize; and it was 
difficult to suggest better alternatives — perhaps 
‘an equitable view’ would be an improvement. 
There was, however, а lot to be said for 'certifi- 


que having some degree of flexibility — that they 


Should vary according to the circumstances of a 
company. 

Prior to 1948, when the new company legisla- 
tion was being considered, Mr Drayton recalled 
that Sir Russell Kettle spoke to him on the sub- 
ject, and even then he strenuously objected to 
the use of the words а “fair view of the company's 
affairs’. He honestly thought that ‘fair’ in this 
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context was a dangerous word. It had an aspect 
which was of wider implication than to the pro- 
fession alone; it was something in which the 
public was interested. Accountants were able to 
influence trading business, finance business, and 
also investment business, in this country and 
abroad. Why, then, if theré was a risk in using 
the word ‘fair’ — as he believed there was — should 
they take that risk when so much was at stake? 

On the topic of the relationship between the 
auditor and the directors of a company in regard 
to the balance sheet, Mr Drayton said that it 
should be remembered that the balance sheet was 
that of the directors who could put in it what 
they pleased. The ‘certificate,’ on the other hand, 
was that of the auditor who was, of course, at 
liberty to qualify or alter it at will, or even to 
withhold it. Auditors did not themselves, however, 
have power to determine what went into the 
balance sheet. 


Presentation 


Nor did he agree with what he described as “the 
Institute's method of presenting the balance 
sheet’. He might be ‘old-fashioned’ but he pre- 
ferred the balance sheet where on the left-hand 
side appeared the capital — ordinary and prefer- 
ential — debentures, reserves, ‘and then what you 
owe’. But some years ago, he said, “you decided 
that you should first of all have your ordinary 
and preferential, then your reserves — capital re- 
serves, carry forward, and revenue reserves — 
because that shows the shareholder what interest 
he had in the company’. But it showed the share- 
holder nothing of the sort. The shareholder knew 
what he had got in the company when he looked 
on the other side of the balance sheet and saw 
the assets, cash and investments, then he looked 
below and said, ‘Do I owe anything?’ In former 
days, immediately under the ordinary and 
preferential, he could see that he owed, say, a 
debenture of a million pounds, and said, “I can 
deduct that; now I know where I am’. Now the 
shareholder has to look right down the balance 
sheet to discover the debenture ‘hidden away’ 
just above the other creditors. In Mr Drayton’s 
view, the placing of capital and revenue reserves 
immediately under the capital was misleading to 
the ordinary shareholder. 

He hoped the comments of an ‘outsider’ on the 
use of the word ‘fair’ in auditors’ reports would be 
accepted as sincerely as they were intended; and 
that they would bear in mind and train their 
younger colleagues to appreciate that while their 
‘certificates’ were their own affair, balance sheets 
were the prerogative of the directors. 
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Stock Valuation — 


a Practitioner's View 


by GEOFFREY H. VIELER, F.C.A. 


The valuation of stock-in-trade and work in progress is a topic of continuing interest 
and concern to accountants and business men. We publish below the first of several 
papers which approach this subject from different angles. The present contribution 


gives the view of a practising accountant, 


another to be published Shortly will give 


the Inland Revenue's view, and in a third an American contributor will criticize, and 
comment upon, the Institute's Recommendation No. 22 on the subject. 


not appreciate that one of the most marked 

changes that has taken place during the past 
fifteen years in this particular field has been the 
ever-increasing attention which 
has been paid by the Inland 
Revenue to the question of the 
basis of valuation of stock and 
work in progress. 

Many of you can, no doubt, 
cast your minds back to those 
nostalgic days before the last 
war when a stock valuation that 
was correct by established com- 
mercial standards was, generally 
speaking, equally acceptable to 
the Inland Revenue and the oc- 
casional inquiry on the subject 
almost invariably took the form 
of a request for the completion of 
a Form 81 and that was the last 
you heard of it. I cannot recollect 
ever having to deal with a case in 
those halcyon days involving an 
adjustment to the taxation com- 
putations in respect of the valua- 
tion of stock or work in progress. 

You will look in vain for any 
guidance in theTaxing Actsonthe 
subject of stock valuations except 
that section 143 of the Income 
Tax Act, 1952, makes provision ; 
on the discontinuance of a trade for the closing stock 
in certain limited circumstances to be valued at the 
amount for which it could have been sold in the 
open market. It is not always realized that section 
143 also applies if a trade is treated as a continuing 
trade under section r7 of the Finance Act, 1954 
(see paragraph 6 of the 'Third Schedule to that Act). 

Your only sign posts were the dicta of the Courts 
and one of the first directions was Lord Halsbury in 
Gresham Life Assurance Society 9. Styles, who as long 

go as 1892 held that “Profits or gains must ђе ascer- 
tained on ordinary principles of commercial trading’, 


Paper presented at the Eleventh National ‘Taxation 
Conference at Bournemouth last October. 


T post-war generation of tax practitioners may 
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In the very much later case of Whimster & Co v. 
C.I.R. in 1925, the Lord President had ruled that: 
"They [the company] said, accordingly, quite 
truly, that in the case of trading stocks, stock-in- 
trade, it was proper in making 
up your profit and loss account 
to value the trading stock-in- 
hand at the beginning, and to 
value it at the end of the year, 
both cases having regard to 
the fact that you must value at 
market value, or at cost, which- 
ever is the lower. 


In the same case Lord Sands 
said: 

‘Under this law the profits 
are the profits realized in the 
course of the year. What seems 
an exception is recognized 
where a trader purchased and 
still holds goods or stocks ë 
which have fallen in value. No 
loss has been realized. Loss may “> 
not occur. Nevertheless, at the. 
close of the year he is per-- 
mitted to treat these goods or 
stocks as of their market value.’ 


Market value was not, however, 
defined. 

At that time ordinary prin- 
ciples of commercial accounting 
were quite clearly the order of 
the day for tax purposes and in 
the 1928 case of C.LR. v. Matthew Marshall, 
the Lord President ruled: 


‘It is not for this Court to fix principles of 
valuation, for a principle of valuation is not a part 
of the law universal at all, but of course it js 
necessary sometimes to ask this Court whether + 
particular principle of valuation if adopted woul 
or would not accord with the prescription of the 
Income Tax Acts which requires the balance of 
profits and gains to be duly ascertained." 


There can be little doubt that the imposition 
during the war of excess profits tax and, in particular 
the penal rate of тоо per cent, led many taxpayers to 
consider how they could — in the words of our north 
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country friends — "Tuck away a bit of brass’, and the 
temptation to do so must have been very strong, 
, particularly in the face of possibly difficult post-war 


-œ trading conditions. Stock under-valuations were a 


particularly suitable media for this purpose. 

Needless to say the Inland Revenue were not 
unaware of the position and, in many cases, they set 
the ball rolling by making detailed inquiries into the 
stock valuations in accounts which either ended at 
December 31st, 1946 (when excess profits tax 
terminated), or covered a period including that date. 

It is, of course, quite clear that where short-term 
taxes such as excess profits tax and excess profits 
levy are involved, there can be material differences in 
the amount of taxation payable if, on the cessation of 
such an impost, the stock is under-valued. Somewhat 
similar situations exist in the case of the first accounts 

_ of a business, the profits of which often form the 
_basis of the Schedule D assessments for more than 


%~ one year and it must not be forgotten that on cessa- 
tion, the profit of one year falls out of assessment. 


On the other hand, in the case of the normal pre- 
ceding year basis of assessment, where only income 
tax and profits tax are involved, any over- or uader- 
valuation of stock will be taken into account in com- 
puting the profits of a subsequent year and subject, 
of course, to changes in rates of tax and the іп-егеѕі 
factor, the result — in the long run -at any rate in 
theory, is precisely the same, I must concede that no 
business man who is pressed for working capital 
will agree with that view. 


Effect of Under-valuation 


There is little doubt, however, that once a policy of 
, conservative stock valuation has been adopted, it is 


a almost certain to be followed in succeeding vears and 


until the particular business is discontinued; there 
` is, therefore, a permanent loss of tax. Moreover, both 
` under-valuations and the tax loss thereon have, of 
course, been greatly increased by the continuous 
inflation which has taken place since the end cf the 
war. - : 

It may not be realized how vast is the size of 
industry's stocks and work in progress. According to 
figures published in the Board of Trade Yourral in 
March 1961, it was estimated that the book value of 
industry's stocks at December 31st, 1960, covering 
manufacturers, wholesalers and retailers was no less 
than £7,500 million. This includes both stock and 
work in progress. | 

Let us suppose -and here I am taking a com- 

gey hypothetical percentage — that there :s an 
‘average under-valuation by Inland Revenue standards 
of ro per cent; this would amount to £833 million. 
Income tax and profits tax on this sum would total 
about £450 million which is enough to gladdea the 
heart of any Chancellor of the Exchequer! 

In the face of figures of this magnitude it is, 
perhaps, not very surprising that the Inland Revenue 
thought it necessary to launch a drive on the subject 
of the valuation of stock and work in progress and 
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indeed sought very hard to impose upon an unwilling 
body of taxpayers and their professional advisers, 
the Revenue's own ideas as to how these items 
should be valued for the purpose of arriving at tax 
assessments. There is no need for me to tell you how 
much work (a good deal of it quite fruitless) this 
has caused üs all. 

Since they started their campaign, Somerset 
House have been riding a number of. hobby-horses 
on this subject and one of long standing was the first 
to reach the Courts – that of CLR. v. Cock Russell 
& Co Ltd in 1949. When it came to interpreting the 
long-established formula of the lower of cost or 
market value, the Revenue wanted to use the ‘global’ 
basis of valuing stock, i.e. taking the lower either of 
everything at cost or of everything at market value. 

In this particular instance the professional evidence 
was unanimously in favour of the “pick and choose' 
method adopted by the company, nor could it be 
disputed that this particular system had been 
accepted in the past by the Commissioners of Inland 
Revenue. Perhaps it was not therefore surprising 
that Mr Justice Croom-Johnson found in favour of 
the taxpayer and, furthermore, the case did not go 
beyond the High Court. 


Varying Methods of Valuing Stock 


I think that, at this stage, we ought to spend a little 
time in considering the terms ‘cost’ and “market 
value' because not only have they different meanings 
to different people but the 'cost for tax purposes' 
was really the point in dispute in several cases to 
which I shall refer later in this paper. Dealing firstly 
with cost in businesses which buy goods ready for 
sale without carrying out any process work thereon, 
we have: | 


(a) Unit Cost, which entails appropriating to each 
article in stock its actual cost; in theory, this should 
give you a valuation at true cost but obviously this 
system could only be applied in its purest form 
where the stock consisted of a relatively small 
number of identifiable items, e.g. valuable jewellery 
Or pictures. А 

(6) FIFO or ‘first in, first out’: for this one 
assumes that the stock is sold in the same order of 
priority as the order of the dates at which it was 
acquired. If running stock records are not kept in 
some detail there are necessarily a number of refine- 
ments and variants in order to arrive at what is to 
be regarded as cost because of the practical diffi- 
culties of matching quantities on-hand with the 
most recent purchase invoices. 

(c) LIFO or ‘last in, first out’: this system has 
received statutory recognition in the United States 
of America and is said to be in very limited use in 
this country. Its theoretical object is to charge 
current costs against current sales; thus sales are 
deemed to be made from the most recent purchases 
and the original purchases, valued at their original 
prices, are deemed to remain in the business. 

(d) Base stock: this is really a variant of LIFO but, 
in this case, it is only the basic minimum holdings 
of stock which are valued at their original cost. It 
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_is a method which is still in occasional use in this 
country, for example in the cotton-spinning and 
paint manufacturing industries. 

(e) Average cost: here the opening stock is aver- 
aged with the cost of goods added during each suc- 
ceeding period, after deducting consumption at the 
average price; the period being determined in 
accordance with the nature of the business. 


` (f) Standard cost: with this we come into the field ` 


of the specialists although it is a system, particularly 
with manufacturing concerns, which has made very 
rapid strides and more and more businesses are 
changing over to it. Аз you know, this is a highly 
technical branch of our profession and I will say 
no more than that, broadly speaking, the stock is 
valued at a predetermined or budgeted cost plus 
or minus the variances which have arisen during 
the year or at any rate the latter part thereof. 

(g) Adjusted selling price: this method is widely 
used in retail businesses and involves deducting 
from the value of stock calculated at selling prices 
the normal margin of gross profit on such stocks. 
There is, however, one particular point of difficulty 
in this method and that is in connection with items 
which have been ‘marked down’. The general com- 
mercial view is that, for stocktaking purposes, you 
deduct the normal margin of gross profit from the 
marked down selling price but in general the Inland 
Revenue do not approve of this procedure — they con- 
tend that if the marked down selling price is above 
cost then the article should be valued at cost in 
order to comply with the formula of the lower of 
cost or market value. In practice, however, at any 
rate so far as departmental stores and multiple 
shops are concerned, the Inland Revenue are pre- 
pared to accept the deduction of the normal margin 
of gross profit from marked down selling prices 
providing such prices are actually in operation in 
the shops. 

By and large all these methods can be used equally 
well in manufacturing businesses which buy raw 
materials and turn them into manufactured articles. 
Here, however, you have the added complication of 
deciding what charges should be included in cost 
and, in particular, when you come to overheads 
there are almost infinite variants. I shall return to 
this problem later on. 


Defining ‘Market Value’ 


Turning to what is meant by “market value’, we come 

to a most contentious question and one where it 

seems the general opinion-of the accountancy profes- 

sion as to the correct definition of this term, is not 

regarded as wholly acceptable by Somerset House. 
Market value can mean: 


(a) the net realizable value on sale in the ordinary 
course of business; ` 

(5) the net realizable value on sale in the ordinary 
course of business but after deducting selling 
expenses; 

(c) the current replacement value. 

Depending on the market, (а) and (с) could well 

be the same figure. 
In Appendix II of their final report, the Royal 
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Commission on the Taxation of Profits and Income 
gave as a definition of market value: 


‘Either the price at which the stock could bey 
replaced by purchase or the realizable value of thet” 
stock on a going concern basis, namely, after 
deducting from current selling prices the estimated 
further expenditure to be incurred in bringing the 
stock into the state in which it would be sold and 
the costs of sale, including delivery.’ 


Then we have the recently issued Recommenda- 
tion No. 22 of The Institute of Chartered Account- 
ants in England and Wales which deals with the 
“Treatment of stock-in-trade and work in progress 
in financial accounts’. Much more support is now 
given to the use, in appropriate circumstances, of 
replacement price, i.e. the price at which stock can 
be replaced if such price is less than cost. Net 
realizable value is also defined in the recommendation 
as being the amount which it is estimated, as on the. 
balance sheet date, will be realized from disposal of 
the stock in the ordinary course of business, either 
in its existing condition or as incorporated in the 
product normally sold, after allowing for all expendi- 
ture to be incurred on or before disposal. 

Finally, on this particular aspect we have the 
official observations of the Board of Inland Revenue 
on the Institute’s recommendation. They state that 
their objection to replacement price is that it may be 
less than actual cost where по loss is expected but ` 
only a smaller profit, and, for that reason, they do not 
consider that it is generally acceptable for tax pur- 
poses as an alternative to actual cost or net realizable 
value. 

So far as net realizable value is concerned, the 
Revenue do not demur in general from what is said _ 
in the Institute's recommendation, but they have а, 
reservation relating to the deduction which is recom- ~ 
mended therein for ‘all expenditure to be incurred 
on or before disposal'. As a matter of principle, the ` 
Revenue do not agree that general selling costs to 
be incurred in the future should be allowed for. This, 
however, does not mean that they would not be 
prepared in practice, where the circumstances warrant 
it, to accept a deduction for specific identifiable 
items of expenditure diréctly connected with the 
stock in question, including provision for commission 
and brokerage which have to be incurred on sale. 

It should be noted that the Inland Revenue are 
not prepared to accept a valuation of other than cost 
to the extent that stocks are covered by forward sales 
at prices above cost. 


Special Bases of Valuation а 


For the sake of completeness, I must mention two 
special bases of valuation which are used in some 
businesses. The first applies to such trades as the 
production of tea and rubber and some mining con- 
cerns, where it is the recognized practice to bring 
Stocks of products into the accounts at the prices 
realized subsequent to the balance sheet date, less 
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only selling costs. The object is, of course, to show 
in one account the whole of the profit on the стор 
reaped ог on the minerals won during the peri-d. 

The other. special basis is used by busir=sses 
which engage in long-term contract work, wh-xe it 
is often appropriate to spread over the period о> the 
contract, on a properly determined basis, the —rofit 
which is earned when the contract is complete-. So 
far as profits tax is concerned a statutory form:la is 
provided by paragraph 14. of the Fourth Schedule 
to the Finance Act, 1937. 

I have not mentioned the problems of the farming 
community and in particular the herd basis, because 
this is a somewhat specialized aspect outside the 
scope of a general paper. | 

It might be thought that one or other of .hese 
various methods of arriving at cost or market ~alue 
would meet the needs of every business bu- un- 
fortunately this is not so, as every now and again 
you'come up against a problem which simply does 
not fit into the general pattern of valuation. 

I will quote a few examples I have met in prectice 
and which I think might be interesting to you 


(a) А refinery is erected for the purpose of pr duc- 
ing a certain chemical from crude oil. T= re- 
fining process yields secondary products a- each 
stage. In course of time, the back-room b-ys in 
the laboratories evolve different uses for same or 
all of those secondary products and -avent 
methods by which they are converted intc sale- 
able stocks of varying value. How do you zom- 
pute the value of those secondary product= both 
in their unprocessed state and as saleable socks? 

. (b) Cinematograph films are another difficult prob- 
lem partly because a good film has such a long 
life; to complicate matters you now have zom- 
paratively large sums being paid to prevent films 
from being shown on television. If a film costs 
say £100,000 and because it is a winner, reveipts 
exceed that sum in the first year-end after gzneral 
release, is it correct to write off the whol= cost 
straight away, even though the film may er=ntu- 
ally gross very much more, say £250,000? Соп- 
versely, if you have spent £500,000 in making 
a ‘stinker’ which is unlikely to gross more than 
£200,000, at what stage should you write oT the 
expected loss of. £300,000? 

(c) There is occasionally the odd business here 
there is simply no precedent and here I hæve in 
mind one which deals in second-hand jewzilery, 
much of it antique, i.e. over one hundred yeass old. 
For any expensive item, the only customers are 
connoisseurs or dealers so there cannot ђе sid to 
be a market price. Many items remain in stock 
for five to ten years and even longer, waitizg for 
the right purchaser to come along —is it -eally 
correct to value such pieces at cost and = not, 
what price would you place on them? 

(d) The company deals in a seasonal product ithich 
comes from overseas and for which ther= is a 
recognized market both in the country of —rigin 
and in London. Тће year-end of the сог-рапу 
is July 31st but at that date there are no c=rrent 
market prices because sales of the new sezson's 
produce do not commence until September The 
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Inland Revenue have with considerable reluct- 

ance been persuaded to accept the opening 

prices of the September market as being the. 

basis applicable to a market valuation at the 
- previous July 31st. 


Defeat of Base Stock Method 


^We now come to the 1953 case of Patrick v. Broad- 
stone Mills Ltd, which fired а successful broadside 
into the use of the base stock method for taxation 
purposes. The company carried on the business of 
cotton-spinners which involves many stages of manu- 
facture and at each stage quantities of cotton (known 
as ‘fixed process stock’) were on the machines and 
other quantities (known as 'spare process stock) 
were waiting by the machines ready to replace the 
cotton actually on the machines. 

'The fixed process stock was regarded as a base 
stock and had been consistently valued at a figure 
which had not changed for over thirty years. The 
spare process stock had been valued at a somewhat 
arbitrary figure which had gradually been increased. 
over the years. 

It is interesting to note that the fixed process stock 
was actually included in the company's balance sheet 
under the heading ‘Land, building, boilers . . . and 
fixed stock". ja 

Тће Special Commissioners gave their decision in 
favour of the company but both Mr Justice Vaisey 
in the High Court and a unanimous Court of Appeal 
rejected the method and the Inland Revenue won 
the day. Very briefly, the reasons for the decision 
may be summarized as under: 


(a) The fixed and spare process stocks were both 
part of the stock-in-trade of the mill no matter 
what the company liked to call them. 

(b) That being so, it was proper to apply the normal 
basis of the lower of cost or market price. 

(c) To accept the base stock method would not 
matter if quantities and prices remained stable, 
but if either or both these conditions were 
missing, you would get a distorted profit for 
the year. 

(d) In years of rising prices which were, of course, 
the case at the time, the base stock method would 
lead to an under-statement of profits and how- 
ever sound this might be from the commercial 
point of view it was not acceptable for tax pur- 
poses since section 127 of the Íncome 'lax 
Act, 1952, requires that the income “shall be 
charged . . . on the full amount of the profits 
or gains of the year preceding the year of assess- 
ment’. 


In the Court of Appeal, Lord Justice Singleton 
said: 


“The one [method] which shows most accurately 
the position between the Revenue on the one hand 
and the taxpayer on the other hand, is the one 
which ought to be adopted. In other words, it is 
not sufficient to say that а.рагасШаг system of 
accounting is a well-recognized system of accounting 
and all right during normal times, if the contention 
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on the other side is that the system does not give 
a true result for the particular year, the accounting 
year.’ 


and Lord Justice Birkett quoted with approval the 
dictum of Lord Porter in Ryan v. Asia Mill Ltd 
(1951): 

‘Moreover what may be prudent accountancy for 


a company is not necessarily the correct method of 
ascertaining the proper assessment for income tax.’ 


LIFO - the Anaconda Case 


We must now travel two years in time and several 
thousand miles in space to have a look at the case of 
Minister of National Revenue v. Anaconda American 
Brass Ltd (1955) which settled that the Liro method 
was not acceptable for Canadian tax purposes. 

This involved a Canadian company and was 
argued under Canadian law before the Judicial 
Committee of the Privy Council; nevertheless, there 
is so little difference between the Canadian and 
United Kingdom tax law in relation to the valuation 
of stock-in-trade that it is considered the decision in 
the Anaconda case is equally applicable to the 
United Kingdom. 

In his judgment Lord Simonds commented that 
an expert witness called for the company had 
observed that he did not imagine any of the com- 
pany’s witnesses would claim for a minute that there 
was a quantity of metal then on hand acquired in 
1936 equal to the quantity which was valued at 1936 
cost. Yet there was no less than six and a half million 
pounds of copper in the 1947 closing stock inventory 
valued at 1936 prices. The witness might have added 
that, year by year, the same thing would happen, 
so long as the existing business continued and existing 
stocks were not seriously diminished; then in 1997 
as in 1947 the closing stock inventory would still 
carry stock at 1936 prices. "This illustrates clearly 
the LIFO method, and shows how far it has travelled 
from the conception which has prevailed in the 
assessment of income for tax purposes. 

Later in his judgment Lord Simonds, having 
referred to the evidence of expert witnesses that the 
LIFO method is generally acceptable and was in this 
case the most appropriate method of accountancy, 
then commented: 


‘The question remains whether it conforms to’ 
the prescription of the Income Tax Act... in 
their lordships’ opinion it does not.’ 


In bare essentials, the judgment of Lord Simonds 
may be said to amount to the following propositions: 


(a) That the true income is to be ascertained as 
nearly as it can be done. 

(6) That the true income is that calculated by ordin- 
ary principles of commercial accounting so far 
as these are not modified by express provisions 
in the taxing Acts. 

(c) That ordinary principles of commercial account- 
ing require that stock should be valued at the 
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beginning and end of the accounting period at 
the lower of cos: or market price. 
(d) That having regard to all this, the LIFO method 


does not produce a true figure of income and, | 
consequently, is inadmissible for tax purposes. ! 


Direct Cost versus Oncost 


It is probable that most of you will not have been 
much, indeed if at а], affected by any of the cases 
whick I have so far dealt with in some detail but 
now we come to one which I am sure must be in 
all your minds —I refer, of course, to the recent 
House of Lords dec:sion in the case of Ostime v. 
Duple Motor Bodies Ltd. 

l must confess thzt when I first heard that this 
case was coming. before the High Court, I was in 
some trepidation because we were involved in 
nume-ous cases concerning the same point and I 
feared that we might well get a decision in favour 
of the Revenue which would bind us once and for 
all, ir-espective of the merits of our own particular 
arguments. The Special Commissioners had found 
that on the evidence, the accountancy profession as 
a whole is satisfied that either the direct cost method 
or the oncost method (in valuing work in progress) 
will produce a true figure of profit for income tax 
purposes and that it is very much a matter of policy 
for the decision of the directors of a company which 
method should be used. They then indicated a prefer- 
ence for the oncost method, and found that a number 
of itens, called ‘factory overheads’, should be added 
to the direct costs, ard they stated the questions of 
law for the opinion of the Court on that bzsis. 

In the event my fears were proved to be groundless 
because the taxpayer won the day from the High 
Court onwards, with unanimous judgments in both - 
the Court of Appeal and the House of Lorcs. 

For me, however, there remains one question 


^ 


< 


- 


which I find very puzzling and to which I do not . 


expect to receive an answer, that is: Why did the 
Inland Revenue choose this particular taxpayer. to 
test the point at issue? On such evidence as is avail- 
able from the published documents, they selected a 
case where the facts — at any rate on common-sense 
grounds — were all in favour of the company. There 
must be many manufacturing businesses where the 
omission.of overheads from the valuation of work 
in prcgress completely distorts the amount of the 
profits for a particular year, yet following the Duple 
case, they can continue to omit such overheads if 
they so desire. 

The decision in the House of Lords is only six 
months old and is, therefore, the latest word on the 
title о: my paper; it is a finding which is likely to 
affect most of us for many years to come. 

As I have already ir.dicated, the point at issue was 
quite a simple one-—in ascertaining the value of 
work in progress for -ax purposes, should you take 
the cost of direct materials and direct labour only or 
should you add to such direct cost a proportion of 
the overheads? It was common ground that both 
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methods were recognized as correct accountancy and 
in their stated case the Special Commissioners had 
said: £ < 
"m *Professional accountancy opinion is rarely static 
on questions of this kind; we find that up to fairly 
recently the weight of accountancy opinion was in 
favour of the oncost method, but that now the trend 
in the profession is slightly away from this mechod. 
‘On the evidence adduced before us we find ~ 
and this naturally has caused us difficulty – that the 
accountancy profession as a whole is satisfied that 
either method will produce a true figure of profit 
for income tax purposes.' 


Here you had a business which built, to order, 
bodies for different types of road vehicles, глоз у 
motor coaches, with very few finished bodies on 
hand at the end of the accounting period. 'The turn- 
over exceeded Дт million per annum in the years 
concerned and it would seem that substantial profits 

‘ were being earned as the assessment for 1951—52 
was in the sum of £250,000. 

Viscount Simonds said that in order to answer 
the question at issue, it was necessary to be told 
precisely of what the oncost method consisted and 
he doubted whether at the end of two days’ d scus- 
sion, it was possible to form any clearer idea of it 
than that it is at least something different from the 
direct cost method about which there is no less 
difficulty of definition. Apparently learned counsel, 
after arguing strenuously in favour of the cncost 
method on behalf of the Inland Revenue, had invited 
their lordships to assist the Crown by saying in 
what that method consisted. 


Valuation Prerequisites 


P His lordship stressed that, in ascertaining the value 
of work in progress, two considerations must be 
- borne in mind: firstly, that ordinary princip.es of 
commercial accounting must be observed as “ar as 
practicable and, secondly, that the law relating to 
income tax must not be violated; that is to szy, by 
one means or another the full amount of the profits 
or gains of the trade must be determined. He con- 
ceded, however, that a first principle of tax Ew is 
that the taxpayer, in ascertaining his profit, is ertitled 
to debit his expenditure in the year of asseszment 
(unless excluded by section 137 of the Income Tax 
Act, 1952) and this is so although the whole o£ that 
expenditure may not bear fruit in that year (Vellam- 
brosa Rubber Co Ltd v. Farmer (1910)). 

His judgment revealed some interesting figures: 
ggunder the direct cost method, the value of work in 
progress at the end of the relevant year was {2,000 
less than at the beginning, whereas under the cncost 
method (presumably including fixed as well as 
variable overheads, although this is not clear) it 
would have been not £2,000 less but £14,coo more; 


this arose because there had been a considerable" 


reduction in trade during the year and the over- 
heads were spread ovér a smaller number of urits. 
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I have heard it argued that work in progress ~ 
particularly in the early stages of manufacture ~ 
has no value other than as scrap so that even the 
direct cost method brings about an over-valuation. 
'This school of thought will have received some 
comfort from Viscount Simonds' closing words: 

‘It may be equally open to the taxpayer in special 
circumstances to show that something less than the 
cost of material and wages should be taken as the: 
value of work in progress or stock-in-trade.' 

It seems from Lord Reid's judgment that at one 
time it was common to take no account of the value 
of either stock or work in progress for income tax 
purposes — an interesting thought, but one on which 
there can have been no doubt since the case of 
Whimster & Co v. C.I.R. to which I have already 
referred. 

Lord Guest commented that, for a period of about 
fifty years, the Crown had accepted the direct cost 
method and as this was the first case in which they 
had sought to bring in the oncost method, the burden 
upon them was a heavy one. He took the view that 
the oncost method offended against the rules con- 
tained in section 137 of the Income 'Tax Act, 1952, 
whereby the deductible expenses include all expenses 
wholly or exclusively laid out for the purposes of 
the trade. It followed that the adoption of the oncost 
method involves the carrying forward of expenditure 
otherwise deductible under section 137. 

І expect that, like myself, many of you will have 
had a number of cases involving the same point 
which were held over pending the Duple decision. 
Somerset House has now issued instructions to all 
districts - but not, unfortunately, to taxpayers or 
their professional advisers — of the basis on which 
such outstanding cases can be settled, 

So far my experience has been that if the direct 
cost basis or a limited oncost system (which the 
Revenue had been arguing was inadequate) has been 
adopted throughout, then that basis will.be accepted 
for tax purposes. Similarly, if under Revenue pres- 
sure, the basis was altered on to full oncost but at the 
same time you lodged a protective caveat pending 
the result of the Duple case, then there will be no 
objection to you reverting to the previous basis. 

For those already on the full oncost basis, I am 
afraid I cannot hold out much hope that they will 


‘be permitted to change to the direct cost basis for 


tax purposes, unless there has been some exceptional 
change of circumstances. 

If, by any chance, you should be faced with making 
adjustments for an altered basis of valuation, I would 
remind you that, for tax purposes, the opening and 
closing valuation must be on the same basis — see 
Bombay Commissioners of Income Tax v. Ahmedabad 
New Cotton Mills Co Lid (1929) and Steel Barrel 
Co Ltd v. Osborne (No. 2) (1948). You may also find 
that the Revenue will want to go back six years. 

'The Royal Commission suggested in their final 
report that, in certain circumstances, a taxpayer 
should be permitted to alter his basis of valuation on 
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condition that the effect of such change should be 
included as a taxable profit or as an allowable loss, 
as the case may be. 


Value of ‘Own Consumption’ 
Before I leave case law, I will refer briefly to Sharkey 


v. Wernher (1955) where the House of Lords decided - 


that where there is a trade and a transfer of stock is 
‘made from the business to the owner for his private 
use, then the transfer must be made not at cost, but 
ас current realizable value. This seems to infer that 
a person can now be regarded as making a taxable 
profit by trading with himself. However, this may 
well have been a somewhat Pyrrhic victory for the 
Inland Revenue particularly with market gardens 
run at a loss, although, of course, section 20 of the 
Finance Act, 1960, has now taken care of that 
position. | 

I gather that, in the case of small traders, local 
Inspectors of Taxes are not being unreasonable in 
applying this decision to what is termed “own con- 
sumption’ but I would remind you that it does not 
apply to: 

(a) goods which never formed part of the trading 

stock, : 
(b) services, and 
(c) expenditure on the construction of a fixed 
asset for the trade itself, 


It must also be remembered that if the business is, 
for example, a one-man company, then section 161 
of the Income Tax Act, 1952, applies and this calls 
for an adjustment of the ‘expense incurred by the 
body corporate’ which can only be cost. 

I have already mentioned the final report of the 
Royal Commission on the Taxation of Profits and 
Income. They’ spent some time in considering the 
determination of true profit at a time of rising prices 
and I will adapt one example which is thought- 
provoking. A trader buys 1,000 articles for £1,000 
and sells them for £1,200 during the course of the 
year; if, by the end of the year, it costs him {£1,200 
to buy 1,000 exactly similar articles has he, in fact, 
made a true profit or increased his real wealth? 


Royal Commission’s Views 


The Royal Commission came to the conclusion that 
it would not be advantageous for the tax system to 
contain a requirement that all businesses must use 
a single prescribed method in valuing their stock- 


in-trade for the purpose of computing taxable profits | 


and they did not think that any method should be 
accepted for tax purposes unless it: 

(a) is designed to secure that the cost assigned to 
any item of stock represents a real figure for 
the cost of that item and is not arrived at by an 
arbitrary or fictitious process, and 

(b) is calculated, if used consistently over a period 
of years, to give a fair reflection of the profits 
of each year. 
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They did, however, approve several bases – actual 
cost of identifiable parcels, FIFO, the moving average, 
standard cost, selling price less normal profit and 
disposal expenses, market value on defined lines and, `< 
finally, а combination of the lower of any of the cost ' 
bases which I have mentioned and market value. 


Recommendation Мо. 22 


I have also referred previously to the revised Recom- 
mendation on Accounting Principles - No. 22, on 
the ‘Treatment: of stock-in-trade and work in 
progress in financial accounts', which was issued by 
the Council of The Institute of Chartered Account- 
ants in England and Wales in November 1960. This 
replaced an earlier recommendation made in x945. 


. It consists of no less than eleven pages and is worthy 


of clcse study. There are various sections dealing 
with: | 

(a) Cost, including its elements, the treatment of 

»verhead expenditure and methods of computa- 
tion of cost. 
` (b) Reduction to net realizable value. 

(c) Reduction to replacement price. 

(d) Special bases used in some businesses. 

(e Description in the annual accounts, and finally 

(f) Recommendations. 

What is regarded as the normal basis is defined as 
follows: 

“The basis normally used for the determination 
of the amount to be carried forward for stock and 
work in progress is its cost less any part thereof 
which properly needs to be written off at the balance 
sheet date. 

It 3s stressed that accounts must give a true and 
fair view of the trading results and the financial * 
position and that this is not possible unless the basis 
adopted and the methods of computation are used 
consistently from period to period. It is recommended : 
that in accounts the use of the term *market value' 
should be discontinued. 

The taxation aspects of this recommendation has 
been discussed with the Board of Inland Revenue 
who welcomed the guidance given therein and found 
it largely acceptable for tax purposes. 

I have already dealt with the Revenue's reserva- 
tions on net realizable value and replacement price; 
they also have some comments to make on the 
quest.on of overheads in which they concede that 
there are circumstances in which the proportion of 
fixed overheads to be included may need to be 
adjusted by reference to the normal level of activity. 


я 
Concluding Comment 

So far, my paper has consisted in the main of a review 
of the law as it stands today and of extracts from 
documents issued by various authorities in connec- 
tion with the subject. I will conclude with some 
thoughts of my own. 

In the great majority of businesses in this country, 
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whether large, medium or small, the stock valvation 
is the one figure that affects the trading result o£ the 
period more than any other. Far too frequently 


Stock adjustments are utilized as a convenient r-eans 
` of reducing profits and creating a hidden reserve 


Zi 
Y 


for use as occasion demands. ; 

Although — as is the case in both the U.S.A. and 
Canada – the auditor in the United Kingdom 5 not 
required by law to attend physically at stocktexing, 
it cannot be denied that the verification of the stock 
valuation is more often than not an extremely tedious 
task. Generally speaking, you will find the work has 
been delegated to the most junior members с> the 
audit team and I know from personal experence 
that there is nothing more soul-destroying thzn to 
be faced in the early days of one's articled service, 


with hundreds — if not thousands — of well-thumbed 


stock sheets. 

While I think that the Inland Revenue hare, in 
many instances, been using a far too theoretical 
approach to the subject of stock valuations, I would 
not for one moment suggest that their posi-war 
interest therein has been without justification. Тоо 
often one comes across cases where stock has been 
under-valued with no other purpose than to reduce 
the taxation charge and quite irrespective of wh=ther, 
as a result, the accounts did or did not show = true 
and fair view of the year's trading. 

Stock under-valuations sometimes hàve a most 
unexpected and indeed unpleasant boomerang efect. 
Ав an example, where the shares of a family buziness 
are offered for sale (so that the vendors can retire 
after a lifetime of work) I have known instznces 
where the prospective purchasers have broken off 
negotiations because the stock under-valuations were 
of such a nature as to constitute a real threat of a 
back-duty investigation by the Inland Revenue with 
all its unpleasant repercussions. | 

The auditor's duty should surely start with giving 
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assistance in drawing up the stock-taking programme 
and even the one-man retail shop would be helped . 
by skilled and experienced advice on the best way 
of tackling the job. 


The verification of the stock figures should then 

be given their proper measure of attention during 
the audit and all. the usual tests applied thereto by 
competent personnel. 
. Verifying the stock figure of a major industrial 
company is, of course, a mammoth task but, in all 
probability, it will be greatly assisted by the existence 
of stock records, standard costing, internal stock- 
taking and the like. Equally, it is a problem to the 
small practitioner whose work is handicapped not 
only by lack of staff but probably by a fee which is 
by no means commensurate with the services neces- 
sary for an adequate audit. 

The first quotation in my paper was that of Lord 
Halsbury who, nearly seventy years ago, said ‘Profits 
or gains must be ascertained on ordinary principles 
of commercial trading’ and time and again in the 
judgments in subsequent cases you will find this 
phrase repeated with only slight variations in the 
wording. i 

Where the Revenue has had any success in up- 
setting methods of stock valuation, it has been 
because this rule has been offended against with the 
result that the accounts did not show a true and 
fair view of the year's trading as required by. the 
Companies Act and the full amount of the profits 
or gains of the year as required by'section 127 of 
the Income 'l'ax Act, 1952. 

I am convinced in my own mind that all of us 
have got to pay a great deal more attention to the 
correctness of stock valuations and that by so doing 
we can establish a fortress of good commercial 
practice which will be unassailable by the Inland 
Revenue. 


Weekly Notes 


DECIMAL CURRENCY INQUIRY 


"T BE committee to inquire into the method and 
cost of introducing decimal currency, recently 
appointed by the Chancellor of the Exchequer -nder 
the chairmanship of Lord Halsbury (announced а our 
last issue), held its first meeting on Friday of last week. 

The committee discussed the lines on which its 


Ñnquiry should be conducted and the procedure with 


regard to the taking of evidence. It was decided that 
the public should be invited to submit evidence. The 
sittings of the committee for the purpose of hearing 
evidence will be held in private, but it is the intention 
of the committee that a summary of the evizence 
taken should be included in its report. 

Persons or organizations wishing to submit evizence 


to the committee should write to the Secretary, 
Mr N. E. A. Moore, Treasury Chambers, Great 
George Street, London SW1, until February 28th, 
and at State House, 62~71 High Holborn, London 
УУСт, thereafter. It would be convenient if such 
persons would let the secretary know as soon as 
possible the date by which their written evidence 
can be expected and their particular fields of interest. 
Statements should, in any event, be in the hands of 
the secretary not later than April 3oth next. The 
committee will, if it so desires, invite persons tender- 
ing written statements to supplement them orally. 

'The committee states that it would be of assistance 
if fifteen copies of any written memorandum could 
be supplied. 
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MUNICIPAL TREASURERS’ EXAMINATIONS 


TOTAL of 706 candidates sat for the examina- 
р tions of The Institute of Municipal Treasurers 

and, Accountants held last November. The results 
now announced show that 238 candidates sat for 
Part A of the Final, of whom 98 (41 per cent) were 
successful; in Part B of the Final, x99 candidates sat 
and 93 (47 per cent) passed. 

Places and prizes have been awarded on the com- 
bined results of the May 1961 and November 1961 
examinations and in the Final examination the First 
Placé, Arthur Collins Memorial Gold Medal and 
the Institute Prize of ten guineas, were awarded to 
Mr Dennis Geoffrey Ball, of the Comptrollers' 
Department, London County Council. 

There were 269 candidates for the Intermediate 
examination of whom 98 (36 per cent) passed, and 
the First Place and Prize of six guineas were awarded 
to Mr Brian Collinge, of the City Treasurer’s 
Department, Manchester. 

"ће names of the successful candidates in Parts A 
and B of the Final, together with a summary of the 
complete results, appear elsewhere in this issue. 


BANK CHAIRMEN'S REVIEWS 


J is a touch of asperity in the reviews of the 
chairmen of the large joint-stock banks this year. 
Sir Eric A. Carpenter, of Williams Deacon's Bank, 
thinks the outlook for the economy in 1962 is obscure 
and fraught with difficulty, especially for bankers. 
He considers that there is а good case for returning 
to the banks a substantial proportion of the special 
deposits. 

Lieut-Col T. Marshall Brooks, of the District 
Bank, wishes to see thé abolition of stamp duty on 
cheques. He is joined by Lord Monckton of the 
Midland Bank in thinking its revenue small in 
relation to its cost and inconvenience. Col Brooks 
favours entry by this country into the European 
Common Market and is moderately optimistic about 
the imrhediate prospects for the economy. 

Mr D. A. Stirling, of the Westminster Bank (he 
succeeded Lord Aldenham on January Ist), 
thinks that when financial restrictions are put upon 
the banks at recurring economic crises, like restraints 
should apply to other deposit-takers and credit- 
givers. He also looks askance at some customers being 
allowed to borrow abroad at short-term to finance 
home trade that the banks have been asked to 
discourage. 

Like other chairmen, Lord Monckton of the 
Midland Bank, does not see the “pay pause' and 
Government action alone curing the country's 
economic ills. Welcoming the proposed National 
Economic Development Council, he suggests two 
prerequisites for success. First, confidence should be 
established in all sections of the community. Secondly, 
it must be recognized that commitments cannot 
exceed resources. : 
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INLAND REVENUE REPORT 


НЕ ro4th report of the Board of Inland Revenue, 
published last Wednesday, shows record total 
receipts -income tax, surtax and estate duties all 


`< 


being higher than ever before. Another record is in ' 


the number of successful prosecutions for income tax 
offences. 

The report shows the first full year's figure for 
interest payable with repayments of post-war credits; 
it was £401,000. One interesting feature is the 
classification of stamp duty receipts over ten years 
and g-ven in more detail than in previous reports. 

There are some alterations to the publisked extra- 
statutory concessions; details of these changes will be 
given in next week's issue when we shall review the 
report at greater length. 


CREDIT FOR EXPORTS 


JOINT scheme by which the London and 

Scottish clearing banks and sixty insurance com- 
panies will provide exporters of capital goods with 
finance at constant rates of interest, was announced 
on Tuesday. 

The banks have agreed to provide money at 
54 per cent (irrespective of Bank rate changes) for 
the first five years for which finance is required, while 
the insurance companies will lend a total of £100 
million at a constant 64 per cent for. periods over 
five years. 

The scheme will be allied to the credit insurance 
provided by the Export Credits Guarantee Depart- 
ment, and exports for which the foreign buyer needs 
over five: years to pay will be covered by E.C.G.D. 
bank or financial guarantees. , 


- SIMPLIFYING SHARE TRANSFER | 


5 
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RITICISM of the excess of paper-wcrk in the ` 


present system of transferring ownership of 
securities led to the formation in November 1959 of a 
City committee under the chairmanship of Lord 
Ritch:e of Dundee, Chairman of the London Stock 
Exchenge, and its first report was published in 
December 1960 (see The Accountant of December 
toth, 1960). It was then recommended that transfer 
by stcck transfer form offered an acceptable solution. 
Last week the committee’s second report appeared 
in which it states that it requested its advisory 
comrrittee to study the practical application of the 
propcsed new system of transfer with representatives 
of the Association of Investment Trusts, the British 


Insurance Association, The Institute of Chartered 


Accountants in England and Wales, The Institute of 
Chartered Accountants of Scotland, the nominee 
companies of the London clearing banks and with 
stockbrokers, jobbers and a number of registrars of 
United Kingdom and overseas securities. As a result 
of these discussions the committee states that it is 
satisfizd that the new system is acceptable. 
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The committee also sought and obtained the views 
of the Councils of The Law Society and The Law 
Society of Scotland on the proposed new trensfer 

x-System. Further, the opinion of counsel on certain 

` legal aspects of the proposals and on the legis ation 
which they consider necessary has been obtzined. 
As a result, the committee considers that theme are 
no serious obstacles to the introduction o: the 
necessary legislation. 

Consultations with interested bodies are continu- 
ing and the advisory committee is preparing a 
comprehensive guide to the new system of transfer, 
the final form of which must, of course, depend on 
the wording of the legislation. It is proposed to 
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publish this guide after legislation has been enacted. 

Transfer by stock transfer form provides that 
whatever the number of buyers, a seller would sign 
only one document (a 'parent' transfer); witnessing 
would be abolished and the selling broker would 
get the signature as soon as possible before settle- 
ment date. If there was more than one buyer, the 
broker would set out details on an ‘offspring’ transfer. 
'The buyer of fully-paid shares would not have to 
sign any transfer. His broker would, however, have 
to complete the transfer form sent to him by the ` 
selling broker. It is claimed that this method would 
save brokers several consequential operations and 
greatly reduce delays. 





This is My Life... 
by An Industrious Accountant 
CHAPTER 108 | 
E our cheque payments section we have Frank, a 
young chartered accountant who joined us shortly 


after qualifying. He came to see me with a problem 
recently. He's a quiet, rather shy young fellow of 


naturally studious bent, living at home. He'd “ike to ` 
put his spare time to beneficial use, he said; would I 


recommend him to study for a further qualification 
. Or degree? And if so, what? Е 

-+ This is not infrequently a problem for these young 
qualified men. It’s perhaps a pity we don’t organize 


. who are only too eaget to prepare a thesis for such a 
laudable object. However, -there are some excellent 
alternatives, such as the specialized courses 5f the 
LC.W.A. and the C.LS., and we discussed their 
possibilities. Frank didn’t like the thought of more 
Intermediate-level examinatións, but I explained the 
exemption concessions. 

However, we found a solution. Frank had got his 


B.Com. before qualifying; he has an uncle en the | 


professional staff of the university of a nearb~ city; 
an M.Com. degree was possible. The requirements 
for attendances at lectures were nominal and easily 
arranged; the preparation of a thesis by his own 
fireside was all that was necessary. He fell io eagerly. 
; I have always had mental reservations abont the 
© effect of night study on hard-working accountants, 
but the result on Frank seemed to be all to the good. 
His thesis dealt with export trade. He became our 
local authority on the subject; his new self-confidence 
was impressive. Frank put us right in our discussions 
on more than one occasión; he explained chat ‘a 
‘university graduate had a tremendous advantage in 
` the field of economics. A graduate, he said, ottained 


а good distinction to cater for such bookworm types · 


a detached, impartial outlook; a graduate was 
objective; a graduate's executive potential had ex- 
tended its horizon. (He seemed to like this phrase; 
he used it often.) 

He was telling us about some take-over bid one 
day. “That's a good firm,’ he said. ‘It employs a lot 
of graduates. ЈЕ has a policy of graduate development 
management-wise. He was particularly interested 
because he planned to take his Ph.D. degree by 1965. 
‘My uncle says we stand or fall, world-market-wise; 
according to our level of graduate production an- 
nually.' ‘There was a sort of narrowing of eyes, а 
setting of lips, among his hearers. "Му uncle was 
telling me that the empirical contribution to world 
neo-political arch-economic ideology, by the average 
graduate, is almost chrosomatic. . : .' 

Came the day when we,were planning an internal 
lecture course on basic accounting practice, for our 
non-accounting staff. Frank was on the organizing 
committee. “The talk on the national level of output? 
he queried. ‘Surely that should be delivered. by 
nobody lower than a graduate?’ An aura of benevo- 
lent but aristocratic intellect seemed to play around 
his head; a master-mind was among us. | 
-. The momentary pause was broken sharply by our 
young cost accountant, whose fiery reactions will one 
day make or break him. ‘We don’t have anything 
lower than a graduate here,’ he said, ‘In fact, there 
isn’t anything. lower’, and indignant voices swelled 
to a roar around the table. | 

- When order-was restored, Frank made honourable 
and prompt amends. ‘О lor’, did I sound as appalling 
as all that?’ he queried disarmingly, and peace was 
established. . 

Though Frank doesn't mention graduates any 
more (at least, hardly ever), I hear he has submitted 
a mammoth thesis to the university, and our cost 
accountant has asked for a syllabus of its courses. 
Their colleagues, too, are showing quickening interest; 
performance is improving all round. О si stc omnes. 
CORRECTION: Our ‘Industrious Accountant’s’ reference to 


Sandford and Merton in the issue of December 16th, was, 
we regret, misprinted 'Sandford and Morton'. 
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Finance and 
Commerce 


Bank Accounting 


ANK accounting, internally, is right up to the 

mark; it has to be. For stockholders and the 
banking public, too, it is hardly more than a matter 
of days. Barclays, whose consolidation provides this 
week's reprint, announced its final dividend for the 
year to December 31st, 1961, on January 4th, and 
published its accounts on January rrth, with the 
annual meeting being called for February 8th. 

It is rather interesting to see in Barclays ‘parent’ 
accounts the continued inclusion of the shillings and 
pence which, in general, have practically disappeared. 
Cash in hand and with the Bank of England - it is 
noted — £154,263,863 6s 4d. This is passing strange, 
especially as the consolidated figures are approxi- 
mated to pounds. Still more so when it is remem- 
bered that the banks are legally permitted to main- 
tain secret reserves. 

Mr Anthony Tuke, in his final address as chairman, 
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says: The whole question of our inner reserves is 
again under investigation, and in certain quarters 
there is pressure for their disclosure.' He refers to 
the ‘cold winds of misfortune’ that the banks have at 
times to face, and claims: ‘We are entitled to provide 
ourselves with a -good wardrobe of warm under- 
clothes to wear when bad weather is threatened.’ 
On the other hand, he adds, “it is not necessarily in 
anyone's interest that we should be subjected to the 
public gaze when we are in the act of putting them 
on and ой’. 

If the banks should ever be required to publish 
their inner reserves, it will indeed be a 'red letter 
дау’ — although perhaps ‘red’ in this connection is 
hardly the colour. 


Export Finance 


Mr 'Tuke deals with a matter which has had some 
publicity in these columns — finance for exports. 
Exports must be encouraged but as a question for 
the Government, the subject is made more difficult 
by the existence of an international agreement that 
exports shall not be subsidized, although interpreta- 
tion 0: the agreement ‘seems to give rise to consider- 
able misunderstandings in practice’. Mr "Tuke 
suggests that a possible method of approach to this 


difficult question might be by way of an exemption ` 


from profits tax liability related to the proportion 
which export turnover bears to a company's total 
turnover. 





BARCLAYS BANK 


L°MITED 


GROUP CONSOLIDATED PROFIT & LOSS ACCOUNT FOF. THE YEAR ENDED 315 DECEMBER 1961 





























T: 


1960 
£ £ £ 
Combined Net Profits of Barclays Bank Limited and its Subsidiarie= after providing for taxation and 
after deducting transfers to inner гегун s out of which reserses provision has been made for 
6,771,039 diminution in value of assets  .. n ne sie ie 26 s x 7,407,646 
Deduct: y» 
160,000 Additional appropriations by Subsidiaries to Contingency Accounts ys a% x РЕ 150,000 
Interest of outside stockholders of Subsidiaries £ 
371,975 Dividends à T 23 Pe us n š ks 432,964 
320,308 Appropriations to Reserve Funds and ере ба 323,129 "РЕЯ 
23 906,093 
^ Interest of members of Barclays Bank Limited in; 
£5,918,756 The profits of the year E 5. у. us « Я £6,501,553 
Balance brought forward 
1,056,880 Barclays Bank Limited .. En г sa š M Sie РА 5 1,220,289 
1,250,922 Subsidiaries ea de => vs m as ЛЕ n $ 1,318,912 
: 2,539,201 
£8,226,558 Amount available for appropriations v "s v гә ге E vs £9,040,754 ` 
2,398,623 Transfers to Reserve Funds .. as 5 s$ £ š ? 2,321,717 
Dividends, less Income Tax 
1,521,727 Interim dividends Er i xs $a Vs die 1,644,367 
1,767,007 Proposed final dividends .. e. +. 22 .. .. . 1,843,657 | 
3,488,024 
5,809,741 
Balance carríed forward 
Barclays Bank Limited +». .. T .. .. x an а 1,805,831 
Subsidiaries m m .. .. m . Е n . . 1,425,182. 
£2,539,201 £3,231,013 
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investors 


al long-term 


1 interest the resources of 
should be harnessed to provide the 


For the actual financing of ex- 
‚ he says: ‘I believe that in the 
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longer-term finance. Longer term, 
that is, as against the five years the 
banks are prepared to finance. 
"These investors, he suggests, “might 
be invited to set aside a proportion 
of their accruing funds over the next 
few years to subscribe for twenty- 
to twenty-five-year bonds carrying 
directly or indirectly the guarantee 
of the Government through the 
exports guarantee scheme and en- 
f possible, the advantages 

But he rather negatives his sug- 
gestion by admitting that as cost is 
important, the money should be 
raised on ‘reasonably favourable 
terms which would not be available 
the open market in present 
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tional, is well worth looking at. 


Wagon Co Ltd and, being excep- 
The unusual gives interest to the 
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from the company the expenses in- 


t years, 


far as directors have complied 


on many occasions in recen 


curred. It is an important section 


and one that has been made use of 
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January 27th, 1962 


BARCLAYS BANK LIMITED 
PROFIT & LOSS ACCOUNT FOR THE YEAR ЕМРЕГ 
3Ist DECEMBER 1961 





1960 
£ £ s. d. 
Net Profit after providing for taxation and 
after deducting transfers to inner re- 
serves, out of which reserves provision 
has been made for diminution in value of 
5,452,143 assets. . ate ws an m 6,073,56 4 0 
Ада: у 
- 1,056,880 Balance brought forward from previous year 1,2202 6 2 
£6,509,023 £7,293,85 10 2 
. Deduct: 
"2,000,000 Transfer to Reserve Fund £2,000,000 0 0 · ° 
Dividends, fess income tax; | 
interim dividends paid 
1,521,727 8th August 1961. .. 1,644,366 17 0 
1,767,007 Proposed final dividends 1,843,657 31 
— —— 5,488,024 O 
£1,220,289 Balance carried forward sa ee .. 1.80583 9 3 





NOTES ON THE ACCOUNTS 


1. The balance sheets of all the Subsidiaries are made up as at 30th 
September or 3rd October 1961, except those of two small companies, 
one of which is made up as at 3ist December 1961, and th other, 
Crédit Congolais, as at 315: December 1960. The Directors onsider 
that to make the accounting dates of all the Subsidiaries coinccie with 
that of the Parent Company would cause undue delay in the repara- 
tion of the accounts, Full provision has been made against the Group's 
investment in Crédit Congolais, 


2. Provision has been made in the accounts for United Kingdom income 
tax on all profits earned to the dates of the respective balance sheets. 


3. Foreign currencies have been expressed in sterling at the rates ruling 
on the dates of the respective balance sheets. E 


4. Contracts for capital expenditure not provided for in these zccounts 
amount approximately to £1,308,000, all in Subsidiaries. The- corres- 
ponding amount for the Group at 3152 December 1960, wzs £1,344,000. 


5. The aggregate emoluments of the Directors of Barclays Bank Limited 
amounted to £211,222 (1960: £209,004) consisting of fees £64,482 
(1960: £66,021) and other emoluments £146,740 (1960: £142283). In 
addition, pensions of £81,127 (1960: £44,596) were paid in гегресе of 
management services. 


The amount paid by Barclays Bank Limited was £229,132 (1960: 
£191,505). 





AUDITORS' REPORT TO THE MEMBERS OF 
BARCLAYS BANK LIMITED 


In eur opinion the foregoing accounts and notes give in the prescribed 
manner the information required of banking companies by the Companies 
Act, 1948, and, on the basis authorised therein, give a true and far view 
of the state of affairs as at 3156 December 196], and of the profit ascer- 


_ tained as indicated in the accounts, for the year ended on that date of the 


€ 


Bank and of the Group so far as concerns members of the Bank an ` so far 

as is practicable in view of the fact that, with one minor exception, the 

оша of the Subsidiaries are made up to dates other than 315: Decem- 
er . 


We have obtained all che information and explanations which we corsidered 
necessary. In our opinion the Bank has kept proper books and cotained 
proper branch returns and the accounts of the Bank are in agreement with 
them and with the said information and explanations, 


KEMP, CHATTERIS & =O. 
PRICE WATERHOUSE & CO. 
LO Chartered Accountants 
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CITY NOTES 


NE year investment moves now seem to be a 
spent force in the stock-markets. Political and 
economic uncertainties have taken over again as the 
principal market influences, with the Minister of 
Transport’s moves in the railway wage negotiations 
a disturbing feature. 

There are signs of ‘re-thinking’ on the growth 
prospect in industrial equities. Typical of this trend 
were the remarks of Mr P. L. Fleming, chairman of 
Government & General Investment Co, one of 
the investment trusts in the powerful Drayton group. 

During the past year or two this particular trust 
has put more money into fixed interest securities. 
Mr Fleming suggested that some of the trust’s low 
yielding equities might be sold on the view that 
‘even if they are growth stocks, they are going to be 
an unconscionably long time in growing’. 

This may seem akin to investment sacrilege to the 
new race of investors brought up on the apparently 
automatic equity growth of the past five years or so. 
Basically, however, growth stems from higher 
dividends coupled with an investment frame of mind 
which justifies low yields by optimistic appraisal of 
prospects. 


RATES AND PRICES 
Closing prices, Wednesday, January 24th, 1962 
Tax Reserve Certificates: interest rate (25.11.61) 34% 
Bank Rate 


Nov. 20, 1958 4% Dec. 8, 1960 5% 
Jan. 21, 1960 595 July 26, 1961 796 
June 23, 1960 6% Oct. 5, 1961 61% 
Oct. 27, 1960 54%  Nov.2, 1961 6% 
Treasury Bills 
Nov. 17 68 75 9'714% Dec. 22 £s 75 31849 
Nov. 24 £5 7s 9'40d/; Dec. 29 {5 8s oad % 
Dec. 1 £5 7s 1:08d% Jan. 5 Ls 8s 7'814% 
Dec. 8 £5 65 5°34d% Jan. 12 Ls 8s 6-03d% 
Dec. 15 £5 6s 483d% Jan. 19 £5 6s 2'354% 
Money Rates 
Day to day 458% Bank Bills 
7 days : 48-58% 2 months 54-58% 
Fine Trade Bills 3 months 55-52% 
3 months 62-74% 4 months 5315-58 70 
4 months 63-74% 6 months 5#-5#% 
6 months 7-895 
Foreign Exchanges 
мез York 2-81 Mi аи 1 iei ig 
ontrea| 2:93 ilan 17441-5 
Amsterdam 1013 Oslo 29'03%-04% 
Brussels 159:891-1 Paris 13771-5 
Copenhagen 19:3412—:355 Zürich 127131-À 
Gilt-edged 
Consols 4% 59% Funding 3% 59-69 83% 
Consols 2395 387% Savings 3% 60-70 7oxd 
Conversion 5196 1974 921 Savings 3% 65-75 70 4s 
Conversion 5% 1971 90% Savings 21% 64-67 — 85i 


Conv'sion 33% 1969 84 #х4 


Conversion 329% 


Treasury 51% 2008-12 853 
Treasury 5% 86-89 834 


Exchequer 54% 1966 986 Treasury 34% 77-80 693 
Funding 54% 82-84 gof ‘Treasury 34% 79-81 68% 
Funding 4% 60-90 89$ ‘Treasury 24% 384 
Funding 31% 99-04 578 Victory 4% 924ха 
Funding 3% 66-68 832 War Loan 34% 528 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Research Activities under the Microscope 


Sm, – In the second leading article in your issue 
dated January 13th, 1962, you make the plea that 

f, . . it would obviously be helpful to accountants in 
industry and to the profitable utilization of research 
and development effort in the country if one of the 
professional bodies could contrive the wider dis- 
semination of information on methods of control 
currently in use’. 

The Institute of Cost and Works Accountants 
whole-heartedly supports your plea and is actively 
interested in the wider dissemination of information 
on methods of control. 

At the Institute's Twelfth Summer School, held 
in September 1961, a paper was presented on "The 
management accountant's influence on research and 
development’, by Mr H. P. Southall, r.c.A., F.C.W.A. 
In October, the Institute's North Regional Cost 
Conference considered а further paper on this 
subject entitled *Research, development and other 
pre-production costs’, by Mr Г. N. Norton, F.c.w.a., 
which will be reproduced in the March issue of the 
Institute's journal. 

These two papers make an important contribution 
to the knowledge on this subject and we feel sure 
you will agree that they go at least some way to meet 
the need to which you so rightly call attention. 


Yours faithfully, 
DEREK pu PRÉ, Secretary, 
Tue INSTITUTE ОБ Cost 


London Wr. AND WORKS ACCOUNTANTS. 


[We welcome the opportunity of bringing to the atten- 
tion of our readers the two papers mentioned by 
Mr du Pré which provide a valuable contribution to 
the discussion of research and development costs. We 
consider it would be helpful, however, if a factual 
survey were available of the extent to which various 
methods of control are currently in use, with particular 
reference to their acceptability to management as 
instruments in guiding policy decisions. — Editor.] 


Education and Training of Accountants 


Sir, – Professor W. 'T. Baxter’s article "The educa- 
tion and training of accountants’, in your issue of 
January zoth, sets out fairly and accurately the case 
for a fundamental change in the attitude of The 
Institute of Chartered Accountants in England and 
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Wales to education for the profession. I thoroughly 
endorse his argument, and particularly the urgency 
of the case for vigorous reform which he has advo- 
cated. 

I think that the results of our apathy are already 
obvious. Those of us who work with accountants on 
the Continent know that they no longer look to 
Britain-for inspiration or leadership, but to the U.S.A. 
European stock exchanges are pressing for legislation 
to improve the standard of published accounts, and 
basing their recommendations on the practices of the 
United States Securities Exchange Commission. 
When a writer in one of the French or German 
accountancy periodicals quotes a foreign author, it is 
invariably an American. The Turkish Government 
recently appointed someone to advise on the develop- 
ment of the accountancy profession in Turkey ~ an 
American accountant. Returning home, a large part 
of the accounting machines and systems business in 
this country stems from the initiative of American 
companies, led by accountants. And when I devised 
a course to explain accountancy to managers, I was 
unable to find a satisfactory textbook written by a 
British accountant and 'therefore had to use books 
written by American accounting teachers. 

Finally, although I am fully conscious of the value 
of the ‘special degree’, I think that there is a strong 
argument for a full three-year university course in 
accounting. This would require ‘some economics, 
law, and mathematics but only to the extent that they 
were necessary, i.e. in relation to the application of 
accounting techniques to economics and law, and of 
mathematical techniques to accounting data. 

Yours faithfully, 
KENNETH S. MOST, LL.B., Е.С.А. 


London 5777. 


Calling Liberal Accountants 


Sir, – The recent growth of interest in the Liberal 
Party as a new force on the left has resulted in the 
development of Liberal professional associations. 
'The Association of Liberal Lawyers has been in 
existence for some time and Liberals in the teaching 


profession held their first conference earlier this . 


month. | 

It is time that Liberal chartered accountants had 
some form of association. Such a group could do 
invaluable work in producing and scrutinizing (along 
liberal and radical lines) policy statements on com- 
pany law, taxation, industry, etc. 


A number of accountants have already been in: 
touch with me in connection with the formation of ' 


such a group. ЈЕ is possible that other readers may 
wish to be associated with our scheme and I would 
be glad if they would write to me. 
Yours faithfully, 
42 Kevington Drive, MICHAEL MINTER. 
Chislehurst, Kent. 
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SHARE CERTIFICATES-I 


тех 81 of the Companies Act, 1948, provides 
that a certificate under the common seal »f the 
company, specifying any shares held by any member, 
shall prima facie be evidence of the title of the member 
to the shares. By section 155, -the expression share’ 
includes ‘stock’, except where a distinction between 
stocks and shares is expressed or implied. 

Section 80 requires that every company shall, 
within two months after the allotment of any of its 
shares, debentures or debenture stock, and with п two 
months after the date on which a transfer of an» such 
shares, debentures or debenture stock is lodged with 
the company, complete and have -eady for delivery the 
certificates of all such shares, the debentures, aad the 
certificates of all debenture stock allotted or trans- 
ferred, unless the conditions of issue otherwise p»ovide. 
The expression ‘transfer’ for this purpose m-ans а 
transfer duly stamped and otherwise valid, and does 
not include such a transfer as the company is entitled 
to refuse to register and does no: register. 

If a company is served with notice requiring it to 
make good any default in carrying out these prov-sions, 
and the company fail to do so within ten days after 
service of the notice, the Court may, on the appl cation 
of the person entitled to have the certificates or deben- 
tures delivered to him, make ar: order directiag the 
company and any officer of the ccmpany to maks good 
the default within such time as may be specified in the 
order. The order may provide that all costs cf, and 
incidental to, the application skall be borne эу the 
company or by any officer of the company respcnsible 
for the default. ` 

Where a company issues shares requiring peyment 
in full by instalment over a short period of time, but 
one exceeding two months, and wishes to dela~ issue 


| of the certificates until the shares аге paid in full, the 


€ 


terms of issue should authorize the delay in the issue 
of the certificates beyond the statutory period. 

Although share certificates are invariably issued 
under the common seal of the company, section 81 
does not expressly require this, but simply stetes that 
if certificates are so issued they shall be prima facie 
evidence. If the shares are to be officially quoted on the 
stock exchange, however, certificates must be under 
the common seal of the company and must be issued 
within опе month of the lodgement of a transfer or 
expiration of any period of renunciation. 

Article 8 of Table А provides that every person 
entered as a member in the register of members shall 
be entitled without payment to require within two 
months after allotment or lodgement of transfer (or 
within such other period as the terms of issue may 
provide) one certificate of all his shares or several 
certificates each for one or more of his shares upon 
payment of 2s 6d for every certificate after the first, 
or such less sum as the directors may from time to 


time determine. Every certificate shall be under the 


company's seal and shall specify the shares to which. 
it relates and the amount paid up thereon. Provided 
that in respect of a share or shares held jointly by 
several persons the company shall not be bound to 
issue more than one certificate, and delivery of a 
certificate for a share to one of several joint holders 
Shall be sufficient delivery to all such holders. 
Under such a provision as article 8 of Тађје A, 
a shareholder is entitled, on surrendering his original 
Certificate for а number of shares and on paying the 
necessary fee, to require the company to issue him a 
number of certificates each for one or more shares, 
together making up the total shates represented by his 
surrendered certificate (Sharpe v. Tophams Ltd 


([1939] Ch. 373)). 
















is the Registered Proprietor of... 


Given under the Common Seal of the said сстрапу this 


This certificate must be surrendered before any zransfer of all or any of the above shares can be registere 


Registered Office 


ORDINARY SHARES 


THE BLANK CO LTD 
Incorporated under the Companies Act, 1948 


Capital £400,000 
Divided into 


400,000 Orcinary Shares of One Pound each 
numbered | to 400,000. 


Ordmary shares of One Pound each fully paid, numbered as stated on 
the back hereof, in The Blank Co Ltd, subject te the memorandum and articles of the said company. 

















106 . 


Form of Certificate 


A form of certificate for a company having only one 
class of shares is illustrated on page 105. 

'The printing on the share certificate of the address 
of the registered office may be of assistance to share- 
holders should they at any time wish to write to the 
company, but as the certificates get older it may be 
necessary.to check the address thereon in case the 
registered office has been changed. 

Reference in the share certificate to the distinctive 
numbers of the shares will be omitted, of course, 
where these have been dispensed with in the manner 
and circumstances authorized by section 74 of the 
Companies Act, 1948. 

Where necessary the back of the share certificate is 
ruled to record particulars of the distinctive numbers 
of the shares originally comprised in the certificate 
and of those shares which have been transferred. 
(See illustration below.) 

The form and layout of certificates vary as between 
different companies. Certificates for different classes 
of shares should be distinctive in design and/or 
colour. 

АН joint holders are named in. the certificate but 
mostly only the address of the senior holder is stated. 
The certificate will normally be sent to the senior 
holder and articles, as in Table А, usually provide 
that delivery to one of several joint holders shall be 
sufficient. 

It is a common practice to issue the certificates with 
a perforated form of receipt attached which can be 
signed by the recipient and returned to the company. 
Where counterfoils recording particulars of the 
certificate are retained in the share certificate book, 
the form of receipt when received by the company 
can be attached thereto. 

Where share certificates are not printed in book 
form, the problem of preparing and filing counterfoils 
is not quite so easy and are in many cases dispensed 
with. The number of the share certificate may be 
entered on the back of the originating transfer and 
also in the register of members; by way of cross- 
reference, the number of the transfer can be endorsed 
on the share certificate. In the case of new issues, 
certificate numbers can be recorded on the application 
forms or on the allotment sheets. Where several 
certificates in the name of the holder are consolidated 
into one certificate, the numbers can be recorded in 
the share register. 


Shares represented by certificate 


Number of Distinctive numbers 


shares 
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Stock Exchange Requirements 


The following stock exchange requirements apply 


where an official quotation for the shares is desired. 
The share certificate must: 


(х) State the authority under which the company is 
constituted. 

(2) If registered, bear a footnote stating that по transfer 
can be registered without production of thé certificate. 
(This is a precautionary statement only and does not 
prohibit the company in proper circumstances, e.g. 
where the certificate has been lost, from registering а 
transfer without production of the certificate.) 

(3) I£-there is more than one class of share in issue, bear, 
preferably on the face, a statement of the zonditions 
conferred thereon as to capital and dividends. 

(4) ТЕ an application is to be made to deal in units of 
Stock, state on the top right-hand corner the amount 
of the stock and the number and denomination of 
units represented by the certificate. 

(5) When applicable, state.the minimum amount and 
multiple thereof in which the stock is transferable. 


As regards ‘autographic’ signatures, stock exchange 
requirements are that a share certificate shall bear 
the signatures. of one or more directors and the 
secretary; the signatures may be either autographic or, 
if the articles so permit, may be mechanically applied. 
If they are mechanically applied, the method of their 
application must be controlled by the auditors, 
transfer auditors, or bankers of the company. 

'The following are (x) a specimen article and (2) a 
specimen board resolution: 

Specimen article 

(x) Every certificate shall be issued under the seal of the 

company and shall bear the signatures of az least one 
director and the secretary, and every such signature 
shall be autographic unless there shall be far the time 
being in force a resolution adopting some method of 
mechanical signazure which is controlled by the 
auditors, transfer auditors or bankers of the company, 
in which event the signatures of a director and of the 
secretary (if authorized by such resolution) may be 
€fected by the method so adopted. 


Specimen board resolution 


(2) That the affixing of the common seal of the company 
to the ordinary share certificates to be issued in con- 
sequence of... 
be attested by 
A.B. and of the secretary. 


(Та be concluded.) 





res of director 





Transfers 


Distinctive numbers 
Number of 


sfer 
shares Transferee 





Reverse side of share certificate 
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STUDENTS’ DINNER IN LEEDS 


À The annual dinner of the Chartered Accovatant 


Students’ Society of Leeds was held at the G-iffin 
Hotel, Leeds, on January roth. The Presiden- Mr 
Т. L. Waring, B.A., F.c.A., was in the chair. 


The toast of "The Chartered Accountant Stu-ents' 
Society of Leeds’ was proposed by Mr J. D.ndas 
Hamilton, a member of the London Stock Ехсі зпре. 
In a witty speech he said he was very honoure= and 
flattered to have been asked to come and propos: the 
toast. In the correspondence with the secretary, |-- had 
received a copy of the profit and loss account «e^ last 
year's dinner. This had showed the expenditzx on 
the guests. ‘I immediately accepted the invitzion,’ 
he declared, amid laughter. 


Mr Hamilton went over the qualities require? of a 
chartered accountant, and told the students they were 


. very wise in their choice of profession. This уз an 
2 


age when qualifications mattered. Once quzsfied, 
there opened to them a wide field. 


"When you survive those years of qualificatio you 
really have something rightly to be proud af’ he 
added. 


He urged those students going into industry t- take 
the great opportunity of spreading sensible me-3ods. 
‘From an investment point of view, you are tke sole 
arbiters of facts and figures on which we base our 
judgments,’ he declared. ‘Boards of companies E-lieve 
their accounts should give away as little as posible.’ 


Over the next decade, he hoped there мос ђе 
seen a breakdown of this practice so that all rel=vant 
figures should be disclosed. ‘In this way, we caa see 
what part of the company is prospering and where 
‘the meat’ lies.’ 


The Parker Report 


The. response was made by the President, Mr '7. L. 
. Waring, who said that during the past year the pv »lica- 

tion of the Parker Report was an event of suzreme 

importance to chartered accountant students. 


“Whether you agree with any or all of the rer=rt, it 
must be apparent to every student that you and. your 
problems are very much in the minds of the C-uncil 
of the Institute,' he said. 


Mr Waring paid tribute to the Students’ Zom- 
mittee and, in particular, to a special committee for 
the immense amount of time spent upon the port 
since its issue. 


The Parker Committee's work had already been . 


commented upon in the correspondence colur-ns of 
The Accountant, and the views of the Council cf the 
Institute would be known at a later date. 


ty Mr Waring expressed regret, ‘on a purely domestic 


matter’, about the fact that social functions were 
invariably well attended, but such was not the ‚зе at 
lectures and meetings. : 


. A reason advanced quite strongly was a =rtain 
diffidence amongst students to ask for time «ff to 
attend lectures, since they felt this put them un=er an 
obligation as though they were asking a favour. 


He was amazed at this, and said there were no 


grounds for such an attitude of mind so long as the 
request was made within a reasonable time before the 
lecture. He added: 

‘We have, however, achieved our share of successes in 
the Institute examinations, and I would, in particular, like 
to congratulate the following members. In the Intermediate 
examination in November 1960: Mr H. Fox (seventh 
certificate of- merit), Mr John Mordy, our secretary 
(seventeenth certificate of merit), and Mr E. Birdsall 
(twenty-first certificate of merit).’ 


The toast of "The Guests’ was proposed by Mr 
W. H. J. Mordy, honorary secretary of the Society. 


Discussing the aims of a students' society, Mr 
Mordy said: that lectures, visits and social activities 
helped to broaden the outlook of the potential 
accountant. 


Breadth of Vision 


It was this breadth of vision, the ability to under- 
stand the other man’s point of view, that was becoming 
more and more important in commercial life. He went 
on: 


‘I appeal to those principals present not to allow their 
articled clerks to become so concerned with the passing 
of their examinations, important as this is, that they lose 
interest in all outside activities. 

‘A students’ society exists to help solve this problem; 
to enable students to meet one another away from the 
atmosphere of the office; and to learn to deal not only with 
problems, but people.’ 

Mr Mordy looked forward ten to fifteen years when 
he hoped to see the introduction of a completely new 
system of training chartered accountants. 


‘I hope advantage will be taken of the increasing facilities 
for full-time education, to enable the student to spend two 
years learning the theoretical side of his profession before 
spending three years in his professional office,’ he said. 


As techniques advanced, there was becoming less 
and less work which a sixteen-year-old, straight from 
school, could understand. 


Responding, the Lord Mayor of Leeds, Alderman 
P. A. Woodward, spoke of the vital part played in the 
economic structure of the country by the accountant. 


A response to the toast was also made by Mr 
Geoffrey Hirst, т.р., M.P. for Shipley, who said that 
the Government should have pursued their pay pause 
policy with both greater courage and conviction and a 
greater measure of fairness. 


The pause should have been ‘right across the board,’ 
he said. That was, not only in wages and salaries for: 
all, but in dividends and rents also. 


This should have been effected by legislation limited 
to a specific period, and would have given a widely 
acceptable degree of fairness as well. Mr Hirst added: 


‘By such means, we would now have gained some real 
benefit, whereas the Government’s policy seems to me to 
have angered as many people as it could ~ їо achieve as 
little as possible. 


'Some pretty clever work will now be required through 
the economic development council, or otherwise, if the 
economic front is to be held against fresh inflationary 
pressures.’ 
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Taxation Case 


A full report of the case summarized in this column 
will be published, with a Note on the Judgment, in 
the ‘Annotated Tax Cases’, 


In re Roberts’ Settlement Trusts 


In the High Court of Justice (Chancery Division) 
_ February 26th, 1959 [not previously reported] 


(Before Mr Justice VAISEY) 


Income tax — Settlement — Discretionary trust — Settlor 
or wife a possible beneficiary — Variation 10 avoid 
income tax — Finance Act, 1958, section 22 — Variation 
of Trusts Act, 1958, section 1. 


This was an application for the approval of the 
Court of an arrangement under section r of the 
Variation of Trusts Act, 1958, for the variation of a 
charitable trust under a settlement, by the addition 
of a clause excluding the settlor or his wife from 
taking any benefit under the settlement, so as to 
avoid the trust income being treated as the income 
of the settlor under section 22 of the Finance Act, 
1958. 

The charitable trust was made under a settlement, 
dated January 28th, 1958, and known as the *Roberts 
Foundation', for the benefit of employees of the 
settlor or of four specified companies. The value of 
the trust fund was £20,000, and the gross annual 
income was 2860. 
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'The Court was asked to approve an arrangement 
whereby the settlor and his wife;were to be excluded 
from the class of persons who might take any benefit 
under the settlemen-. The settlor and his wife were 
married in 1903, and were each now 75. For a short 
period of time the settlor had been under a service 
agreement with one of the companies, but he was no 
longer an employee of the company. 

The reason for the application was that if the 
зе ог or his wife (wno might become an employee of 
one of the companies) could receive any benefit out 
of the trust fund, the income of the trust had, under 
section 22 of the Firance Act, 1958, to be treated as 
the ircome of the settlor for tax purposes. He could 
be recouped by the trustees of the charity, but that 
was not for the benefit of the charity. The settlor was 
prepared to give an undertaking as part of the arrange- 
ment that any future wife that he might take should 
be pa:d £100 a year. 


The arrangement was supported by the trustees of · 


the settlement. Any future wife of the зе ог had to 
be locked after, but the trustees considered that the 
provision was in her interest, because she would get 
{100 a year certain for her life in lieu of a possible 
benefit. 

The Attorney-Gereral supported the arrangement 
on behalf of the charity, although, since charities 
were not within the class of persons to whom the Act 
applied, the Court was not asked to approve it on 
behalf of the charity. 

Mr Justice Vaisey said that he approved the 
arrangement proposed, and agreed to by the trustees, 
subject to the undertaking on behalf of any future 
wife cf the settlor. 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs CLuNIE & Scorr, Chartered Accountants, 
of 7; Melville Crescent, Edinburgh 3, announce that 
as from January ist, 1962, they have assumed as 
partners Mr R. F. Hate, c.a., and Mr С. C. ELLIS, C.A., 
who have both been members of their staff for some 
years. ''he name of the firm will remain unchanged. 


Messrs Cooper BROTHERS & Co and Coopers & 
LYvBRAND announce that they have opened an office at 
18 Jonker Street, Malacca, Malaya. 


Messrs W. ELLES-HILL & Co, Chartered Account- 
ants, of so Gresham Street, London EC2, announce 
with deep regret the death, on January 14th, 1962, of Mr 
WiLLIAM DAVID SCOTT, M.A., Е.С.А., who had been а 
partner in the firm for many years. 


Messrs Finn, Ross, WrercH & Co, Chartered 
Accountants, of Bow Bells House, Bread Street, 
London EC4, announce with great regret that Mr 
FRANK CHARLES SQUIRE PARKINSON, C.A., one of the 
partners in the firm, died suddenly on January rath, 
1962. 


Messrs GOLDWYN Bros & Co, Chartered Account- 


ants, 5f 88/90 Temple Chambers, Temple Avenue, 
London EC4, announce that Mr Јонм Harry BERMON, 
А.С.А., has been admitted to the firm as a partner. 


Messrs Намптом, PRINGLE, -Farrant & Со, 
Chartered Accountants (South Africa), Southern 
Life Building, 90 Main Street, Johannesburg, announce 
that Mr STANLEY GRAHAM CHILVERS, С.А,(5.А.), who 
has been with the firm for several years, has been 
admitted as a partner from January rst, 1962. The 


. name and style of the firm remain unchanged. 


Mr W. J. KENNY, F.c.a., announces that he is now 
practising at Dashwood House, Old Broad Street, 
London ЕС2, in association with Messrs В. S. 


TA 


=. 


WALDRON, F.C.A., and В. С. CHANDLER, D.F.C., РСА 


partners in GREENSLADE & Co, Chartered Accoun- 
tants, who have acted as his consultants for some years. 


Messrs NEWTON & Co, Chartered Accountants, of 
63 Temple Row, Birmingham 2, announce with deep 
regret the sudden деа-ћ of one of their senior partners, 
Mr M. B. Hancock, Е.С.А., who had been associated 
with tae firm for over twenty years. The practice will 
be carried on by the remaining partners. 


Р 
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‚ The partners of the London and Iberian firrzs of 


'Гокооамр, Younes & Co announce that Mr £ С.' 


CLINTON, B.A, А.С.А., has been admitted їс the 
partnership in Gibraltar. Mr CLINTON servec his 
articles with the firm in London and has been manager 
in Gibraltar since 1957. 


Appointments 


Mr H. E. Hill, F.C.A., has been appointed chai-man 
of Darnall Industries Ltd. 


Mr Е. E. Hay, D.F.C., F.C.A., has been appoinced a 
director of Consolidated Main Reef Mines Estate Ltd 
and City Deep Ltd, and has become chairman c£ the 
former company. 


Mr D. Horn, F.C.A., has been appointed a dirsctor 
of Argus Press Ltd. 


Mr H. M. Jones, 0.B.E., Е.С.А., has been appoirted a 
director of Clayton Dewandre Holdings Ltd. 


=> Mr Е. H. Walker, Е.С.А., A.A.C.C.A., A.C.W.A. has 


been appointed group chief accountant of B.S.A. Tools 


Group Ltd. 
Mr F. J. Hussey, M.A., B.COM., А.С.А., has been 


appointed secretary of Pharaoh Gane & Co Ltd. and 


its United Kingdom subsidiaries. 


Mr T. C. Kirk, a.c.a. and Mr H. Е. Judd, А.А.С.С.А., 
ћахе Ђееп appointed to the board of Semtex Lad. 


Mr Dennis W. Stone, a.c.a., has been appcinted 
secretary of Wolsey Ltd. 


OBITUARY 
Richard Turner Golding 
We have learned with regret of the death on Jaruary 


-i12th in his ninetieth year of Mr Richard 'T-mner 
“9 Golding, who was a member of The Institu of 


Chartered Accountants in England and Wales for sixty- 
four years until his resignation in 1958. 

` Mr Golding was born in Litherland, Liverpocl, on 
July 2and, 1872, and served his articles with the firm 
of Banner Spencer & Co, at 4 Cook Street, Livempool. 
He passed his Final examination in January 1894. and 
was admitted an associate of the Institute on Feb-uary 
7th, 1894, being elected to fellowship in 1920. In. 1899 
he commenced in practice at 41 North John S-reet, 
Liverpool, where he remained until his retirement at 
the end of 1955 when his practice was incorpc-ated 
with that of Stead, Taylor & Stead. 


P. D. LEAKE RESEARCH FELLOWSHI> 


The P. D. Leake Trust, founded under the will = the 

gate P. D. Leake, F.c.a., invites applicants for a 2. D. 
Leake Research Fellowship. An announcement ap=ears 
in the classified advertisement section on page vI of 
this issue. 

The fellowship is for one year beginning in Occober 
1962, and it may be held in one of the three uriver- 
sities - Birmingham, London or Oxford. Accourtants 
who are members of United Kingdom accoun ancy 
bodies recognized for the purposes of United Kingdom 
company law are eligible. 
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'The object of the fellowship is to provide university 
facilities ‘for research in subjects with which the 
accountancy profession is directly concerned, within 
the charitable object of the 'T'rust, namely, 'to benefit 
and advance the sciences of accounting and of political 
economy, including the subject of public finance and 
taxation’. 

The emoluments are £2,000. The fellow will be 
required to do full-time research; opportunities will be 
afforded to him to take a part in teaching or seminar 
work. 

Further particulars may be obtained from the 


‘Assistant Registrar (Commerce and Social Science), 


The University, Birmingham 15, to whom applica- 
tions should bé sent by April зо, 1962. 


COMPANY INVESTIGATION 
Chartered Accountant Appointed Inspector 


Mr E. В. Nicholson, Е.С.А., partner in the firm of 
Peat, Marwick, Mitchell & Co, 1s one of two inspectors 
appointed by the Board of Trade under section 165 (b) 
of the Companies Act, to investigate the affairs of 
Johore Para Rubber Co Ltd and F.M.S. Rubber 
Planters Ltd. Quotations for the two companies were 
suspended by the Stock Exchange in 1959. 


CALCULATION OF APPRENTICES' 
EARNINGS 


Regulations published by the Minister of Pensions 
and National Insurance last week! prescribe the rules 
by which the earnings of apprentices (which term 
includes articled clerks) are to be calculated for family 
allowances purposes when the provisions of the Family 
Allowances and National Insurance Act as to appren- 
tices qualifying for family allowances come into effect 
on April 3rd. Тће regulations provide that a number of 
expenses may then be deducted from gross earnings 
for the purpose of the earnings test for eligibility for 
family allowances. They include the cost of travelling 
to and from work, the employee's share of the national 
insurance contribution, the cost of books, instruments, 
tools and equipment, protective clothing and trade . 
union subscriptions or other dues, which the apprentice 
incurs for the purpose of his full-time training. 

Where the apprentice has to live away from home, 
the extra cost of his board and lodging, and reasonable 
travelling expenses for visits home will also be taken 
into consideration. 

Other regulations? will safeguard the position of 
claimants entitled to national insurance benefit for an 
apprentice when the new family allowance provision 
comes into force, and whose national insurance benefit 
would otherwise be affected by the change in the rules. 
'These transitional provisions secure that the benefit 
of such claimants will not be reduced on account of 
the change in the apprenticeship rules so long as their 
existing title otherwise continues. 


l'The Family Allowances- (Qualifications) Amendment 
Regulations, 1962, S.I. 1962, No. 25. H.M.S.O., price 44. 
2 The National Insurance and Industrial Injuries (Transi- 


tional] Provisions) Regulations, 1962, S.I. 1962, No. 26. 
Н.М.5.0., price за. Ë 
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BUILDING COST INFORMATION SERVICE 


'The Cost Research Panel of 'The Royal Institution of 
Chartered Surveyors is to establish a building cost 
information service. À pilot scheme has been launched 
and is confined at this stage to chartered quantity 
surveyors who are principals in private practice or the 
public service. The Cost Research Panel considers that 
there are special problems in the collection of informa- 
tion on building costs as distinct from the supply of 
other professional data. 

The service is a two-way exchange of information on 
building costs between chartered quantity surveyors: 
it is intended that members should provide data from 
their own resources and in return receive the informa- 

` tion made available by all. It is proposed that there will 
be a regular distribution of information to subscribing 
members, thus enabling them to build up a manual of 
cost data. The annual subscription will be ten guineas, 
to cover the operating costs of the service. с 

. The terms of reference of the pilot scheme аге: 
(1) to facilitate the exchange of cost information between 
members; 

(i1) to issue cost data to meet immediate needs; 

(iii) to investigate the problems of presenting cost 
information to meet the long-term requirements of 
members; 

(iv) to initiate and continue discussion with bodies 
affected by the release of cost data; and 

(v).to report on the problem of co-ordinating and dis- 
seminating cost information, 


LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


Conference on Information for Management 


А residential conference on “Information for manage- 
ment’ and a ‘management decisions game’ is to be 
held from April rzth-14th, at New College, Oxford, 
by the London and District Society of Chartered 
Accountants. The three-day conference will be under 
the chairmanship of Mr Brian A. Maynard, M.A., 

Е,С.А., A.C.W.A., and will be opened by the Vice- 
President of the Institute, Mr P. F. Carpenter, F.c.a. 

Two papers will be presented, the subjects and 
speakers being: ‘Improving management accounting 
in the small business’; by Mr N. R. Bellwood, F.c.a., 
British Transport Commission, and ‘Long-term plan- 
ning’, by Professor A. Goudeket, chief internal auditor, 

-Philips Group, Holland. Group discussions will 
follow each paper, while on Friday afternoon, April 
та, a plenary session in two parts will be held 
covering both papers. 

A particularly interesting feature of the course will be 
the management decisions game which will make use 
of an electronic computer. Friday evening will be 
devoted to a briefing session and the first round of 
decisions for the game. The whole of Saturday will 
be spent continuing the game with the use of IBM 7090 
and 1401 computer systems at the IBM Data Centre, 
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Newman Street, London. Coaches will take members 
from New College to Newman Street. 

We are asked by the Secretary of the Society, Mr 
J. W. С. Cocke, T.D., M.A., F.C.A., of 2 Norfolk Street, 
Loncon WC23, to say that any interested member who 
has not yet applied to attend the course, should do 
so without delay. 


REVENUE PAPER 
Hilary Sittings, 1962 
In addition to those noted in our issue of January 2oth, 


the following case has been set down for hearing in 


the House of Lords: 
C.LR. v. Littlewoods Mail Order Stores Ltd. 


SEVENTY-FIVE YEARS AGO 
From Uhe Accountant or January 22ND, 1887 
A Weekly Note 


"Tne Syllabus of the Manchester Accountants’ 
Students’ Society for the coming session, a copy 
of which appeared in our last issue, contains a 
fixture indicating a slight departure from the 
range of matters which have usually formed the 
subject of papers and discussions of that and 
similar bodies. On the 7th prox. Mr. C. R. 
'T-evor is to give “Some Notes on Commercial 
Statistics, with special reference to the Cotton 

- Trade.” It appears to us, and we have in the past 
freely and frequently expressed the opinion, 
that the examination and study of statistics is a 
branch of knowledge which the daily work of 
accountants should eminently fit them to pursue 
with usefulness and success. It is, for instance, 
probable that any useful and practical amend- 
mant of the Companies' Acts would be immensely 
facilitated were it possible to arrive more closely 

- than has yet been found practicable at statistical 
data of a kind which on a recent occasion was 
fully discussed in these columns. Proper 
statistics would throw light on many things 
which are now debated as matters of opinion, 
which, unfortunately, it seems, will never be- 
came other than matters of opinion, but which it 
should be possible to decide almost аз matters 
offact. In Manchester, as in London, there are 
numbers of accountants who are members of 
the Statistical Society. We trust that by their 
presence, and the expression of their views, they 
will help to make this meeting a profitable one. 
The ordinary members of the Society, it is hoped, 
will also endeavour to attend a lecture which, 
it may be safely predicted, will not fail to be 
useful and interesting, and to a report of which 
we shall ourselves look forward with interest. 
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THE INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


Results of Examinations held in N ovember 1961 


The places and prizes in the Final exan ination have been awarded on the combined results of 
both parts where the concluding part kas been passed in either May 1961 or November 1967. 


FINAL EXAMINATION 


| First Place, ‘Arthur Collins Memozia Gold Medal and the Institute Prize of £10 ros 
, Dennis Geoffrey, Comptroller's Department, London C.C. 
(Passed Part B in May 1651 and Part A at a previous examination) 


Second Place ana. Prize of £5 5s (bracketed equal) 
Fielding, Frank, Borough Treasurer’s Department, Accrington (now Borough Treasurer’s Department, Macclesfield) 
(Passed Part B in May 1951 and Part A at a previous examination) 
Pearson, Derek, District Audit Department, Ministry of Housing and Local Government 
(Passed Part B in Mzy 1231 and Part А at a previous examination) 


. Fourth Place and Prize of £2 25 


Radley, James, Borouga Treasurer’s Department, Rotherham 
(Passed Part B in November 1961 and Part A at a previous examination) 
Awarded the ‘Electricity’ Prize of £6 6s for the highest marks of candidates from the Electricity Supply Industry 
Barnes, Frank Whitaker, Chief Accovntant's Department, South Eastern Electricity Board 
(Passed Part B in May 1251 and Part A at a previous examination) 


| PART A 


Awarded the ‘John Elliott Memc~ial’ Prize of £ro ros for Advanced Accountancy 
Noble, Michael James, T-easurer’s Department, Bedworth U.D.C. 


Awarded the ‘Philip Howes Memorial’ Prize «f Books to the value of £10 ros for Local Government Finance 
Latter, Leslie Williem, Comptroller's Department, London C.C. 


(Passe Part А in May 1961) 


Awarded the ‘H. R. Ralph’ Prize of fro ros for Auditing 
Rippington, Trevor, Deputy Finance Officer, Swiridon and District H.M.C. 


Baker, K., Southgate B. 

Bate, B. E., Plymouth C.B. 

Bazley, P. E., Torquay B. 
Beaumont, D. L., Essex C.C. 

Bell, J., Lancashire C.C. 

Bellamy, J. W., Mansfield B. 
Benton, C. J., Richmond R.B. 

Bond, M. J., East Grinstead U.D.C. 
Briercliffe, В. B., Rochdale С.В. 
Brierley, А. D., Rochdale C.B. 


.*Bunting, C. G., Derbyshire C.C. 


Candlin, P. А., Salford C.B. 
Chambers, H. G., Norwich C.B. 
Charles, B. H., Newport (Mon.) C.B. 
Clark, D. L. , Reigate B. 

Clements, R. E., Worthing B. 
Cotton, D. A., Warrington C.B. 


*Craddock, С. A., Derbyshire. 


Crawford, I. McG., Kettering B. 
Crutchley, G. G., Ministry of Local 
Government, Northern Rhodesia. 


‚ Davies, W. J., Swansea С.В. 


Davis, R. W. S., London C.C. 


*Ellam, D., Shipley U.D.C. 


€ 


Ellison, R., Ministry of Housing and 
Local Government. 
Evans, D. Т., Swansea C.B. 


Farr, G. H., Bedford B. 


(Раѕѕе1 Part A in May 1961) - 


Ferguson, H., South of Scotland Elec- 
tricity Воста (Lanarkshire Area). 

Fothergill, F., Rotherham С.В. 

*French, R. 2. C., Weymouth B. 


Goodman, E. M., Staffordshire C.C. 
Green, B., Walsall C.B 
Greenwood, , P. W., Lincolnshire. (Lindsey) 


*Hallows, D_A., Slough B. | 
Hawkes, A. С. H., Gloucestershire C.C. 
Henderson, D., Ministry of Housing and 
Local Go-ernment. 
Higbam, G. E., Eastbourne C.B. 
Hollamby, z. F., Newport (Mon.) С.В. 
-Holtom, Р. 7., Worcester C.B. 
Horne, R. A., Nottingham C.B. 
Hudson, В. Ministry of Housing and 
Local Go-ernment. 
*Hustwick, I, Aberdeen. 


*James, W. E., Bridgwater B. 

Јерзот, С J., Thames Conservancy 
Board. 

Johnson, Р.. Macclesfield B. 

Jones, D. L., Ministry of Housing and 
Local Go-ernment. 


Keating, Ra Ministry of Housing and 
Local Go-ernment. 
Kemp, D., 3radford B. 


. Russell, 


Kinnear, A. К., Glenrothes Development 
Corporation. 


Lambert, M. L., Sheffield C.B. 
Lawson, E., Great Yarmouth C.B. 
Leach, W. E. J., Preston С.В. 
Lewis, J. H., Staines U.D.C. 
Long, D. M., Kidderminster B. 
Lupton, Т. J: P., Hailsham R.D.C. 


. McCulloch, P., Glasgow. 


Maughan, J. South East Derbyshire 
R. 


Mercer, S. A., Reading С.В. 
Middleton, M. B., New Forest R.D.C. 
*Morton, R., Windermere U.D. C. 


Nesbitt, R. W., Belfast. 
* Noble, `M. J., Bedworth U.D.C. 


*Perrett, W. J. G. 'T., Worthing R.D.C. 
Perry, A. A., Southall B. 
Pratley, А. G. Ndola 

Rhodesia). 


Ratcliff, R. S., Brentford and Chiswick B. 
Rawlins, 9 C., Chelmsford В 


(Northern 


*Read, С. L., Sussex (East) C.C. 
Riley, D , Chesterfield R. 
Rogers, T M., Wanstead & Woodford B. 
Rose, D. H. J., West Ham C.B 


*Rudd, S., Taunton B. 
D., Norwich C.B. 


MOTOR ——FIRE —CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MaLL, LONDON, 5%1 
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Townend, J. W., York C.B. 
"Trafford, P. R., Stockport C.B. 
Tubb, W., Berkshire C.C. 
'Tunley, J. R., Birmingham C.B. 
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Saunders, D. M., Sussex (East) C.C. 
*Shackleton, D. I., Oldham C.B 
Singer, F. J., Glamorgan C.C. 
Smith, А. J., Nuneaton B. 

Smith, G. B., Hemel Hempstead B. 
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Webber, R. F. I., London C.C. 
*Weldon, R. V., Sheffield C.B. 

Whitehead, E., Bebington C.B. 
*Williams, S. C., Somerset C.C. 


*Smith, P. J., Chester C.B. Waddington, M., Barnsley C.B. Wilson, H., Grangemouth. `£ 

Stevens, J. H., Cardiff C.B. Wap oe: Wood, R. J., Staffordshire C.C. 

Taylor, J. McD., Glasgow. Watson, J. R., Bedfordshire C.C. Woodend, M. G., Cheshunt U.D.C. 

Till, J. R., Worthing B. Weatherley, L. A., Crawley U.D.C. Wright, А, T., Wellingborough U.D.C. 

* Passed Part B (or Part 1) at a previous examination. 
PART B 
Awarded the President’s Prize of £5 55 for the highest marks in Part B 
Ball, Dennis Geoffrey, Comptroller’s Department, London С.С. 
(Passed Part B in Maz 1961) 
Awarded the ‘G. А. Johnston (Dundee) Prize of £3 for Statistics 
Nutland, Keith Albert Charles, Borough Treasurer’s Department, Worthing 

*Atkinson, R., West Bromwich C.B. *Garman, A. R. E., St Albars B. *Odukoya, E. A., Lagos, 
*Ayress, D. G., Kingswood U.D.C. sont T. WOES Walden RDE d pal G CMT sab n 
: Y ibbons, A. J., Ministry o£ Housing an allister, G., Middlesbroug| .В. 
*Baggott, ]. K., Gloucestershire С.С. Local Government. "Prescott, E., Manchester C.B. 
*Ballad, H. J., Oxfordshire C.C. *Greenwood, К. J., Rochdale С.В. *Price, G. A., Southend-on-Sea C.B. 
*Barlow, J. R., Heanor U.D.C. * Griffin, J., Stockton-on-Tess B. 
*Barrett, D. G., Manchester C.B. E *Radley, J., Rotherham C.B. 
*Batty, M. C., Dewsbury C.B. *Harper, D. C., Leicester C B. *Ramsey, А. J., Walthamstow В. ~ 
*Beavan, M. W., Birmingham C.B. *Haywood, A., Reigate B. *Rozzell, N. R., Staffordshire C.C. 
*Beckett, P. J., Maidstone С.В. *Head, C. L., Bedford B. *Ruff, R. F., Bedfordshire C.C. 

Belbin, K., Southend-on-Sea C.B. *Hodgins, W. L., South of Scotland Elec- 

*Bennett, B., Cardiff C.B. tricity Board. 5 Samanon, R. М., Devizes R.D.C. 
*Bray, G. F., Cardiff C.B. * Hodgson, K. B., Grimsby З. *Scotford, J. E., Reading C:B. 
*Broome, B. R., Bristol C. B. *Holloway, P. R., Slough B. *Shapton, L. F., Swansea C.3. 
*Butt, B. A., Poole C.B. *Horton, P. B., Wallasey C.3. *Sherples, M., Rochdale С.В. 

Charleson, J, H., Durham С.В Howden, D. D., Glasgow. “Smith, R. G., Essex С.С. 

Г. 2 Je . urnam „32. F ç * ete С. 

Cooke, С. F., Durham C.B. *Jobling, B. S., Pontypool U.D.C. e b EM 
*Cox, J. W., Hertfordshire C.C. Johnson, В. A., Merthyr T'zdfil C.B. *Stafford, M. B., Derbyshire C.C. 
*Cranston, D. G., Newcastle upon Тупе *Kelk, E., Sheffield C.B. *Stanton, P., Worcester B, 

s C.B. *Kerle, R. E., Louth B. *Statham, J., Halifax C.B. 

Crofts, I. C., Mansfield B. *Кларрег Е, Stoke-on-Trent C.B. Debba Ta Durham C-C. eu 
*Dalby, A., Rochdale C.B. ott, € EE, Southall. B. пар t ecc Ре pO S. 
*Davies, E Carmarthenshire ç. с, " *Ladeinde, O. A., Lagos. *Sutton, K., Hunstanton U.D.C. 

avis, M. N., West Bromwich C.B. *Little, D. C., Ministry of Local Govern- «T$. Notti ire C.C 
*Dishington, J., Lanarkshire. заса cand Social Welfzre, Northern “Timi ui, HUC imr Св. : 
*Ede, P. M., Hendon B. um : ink, J. T., Surrey С.С. 

ЖЕ qo ds, Е. Holyhe ad U.D.C. Lloyd, F. A., Lincolnshire (Kesteven) С.С. *Tomlinson, H., Nelson B. 

*Edwardson, А. A., Chesterfield B. *Meredith, W. G., Thame: Conservancy Truelove, D., Rochdale C.B. x 

*Elis, F. W., Ministry of Housing and Board. u а Š: DO 
Local Government. Middleton, G. E., Westmorland C.C. Ward, M. P., Essex C.C. 


*Evans, L. V., Coventry C.B. 


* Farmer, P.; West Hartlepool С.В. 
*Fisher, S., Stratford-upon-Avon B. 
*Foulds, B., Leigh B. 

*Fuller, J. M., Berkshire C.C. 


*Mockford, J., London C.C 
*Moores, B. W., Ministry о: Housing and 
Local Government. 


*Neighbour, J. H., Middlesex C.C. 
*Nutland, K. A. C., Worthiag B. 


Williams, A. L., Manchester C.B. < 
*Wood, A. J., Bexhill B. Ë 
*Wood, J. W., Nottinghamshire C.C. . 
*Woodeson, А. R., Worthing B. 

*Worden, R, C., Lancashire С.С, 

*Werrall, D. А., Sheffield СВ. & 


* Passed Part А at a previous examination. 


Summary of Results 








Intermediate Final Part A Final Part B Total 
No. per cent No. Per cent No. Per cent No. Per cent 
Passed 98 36 98 41 93 47 289 41 
Failed 171 64. 140 59 106 53 417 59 
269 238 199 706 
ҮҮҮҮҮҮҮҮ 
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FEBRUARY 3RD, 1962 


Inland Revenue Report 


ISCUSSING the report of the Radcliffe Committee in a 
р article in our issue of August 29th, 1959, we said 
— that the very strong plea for more information and statis- 
tics made by that report was to be welcomed and might well be 
the major positive contribution that the Radcliffe Committee had 
made. One body which has responded to that plea is the Board of 
Inland Revenue whose 104th annual report was published last 
week (Cmnd.1598, Н.М.5.0., price 10s). Table 126 in Appendix V 
to the report is a completely new departure. It sets out the esti- 
mated wealth of individuals in Great Britain in 1960, and covers 
over eleven million males and over eight million females. One of 
the remarkable facts which this table shows is that a greater value 
of British quoted Ordinary shares are owned by women than by. 
men: 627,000 men owned £3,780 million worth; 617,000 women 
owned £3,812 million worth. The grand total of net wealth, 
however, shows a somewhat different picture: the eleven million 
men owned assets worth £29,979 million, while the eight million 
women owned assets worth £21,636 million. 

The Board is very modest about this table, pointing out that it is 
subject to wide margins of error. It is arrived at by sampling from 
the estates on which a first payment of estate duty was made 
during 1960, ‘and figures for the living are arrived at by using the 
mortality rates of the time. The figures begin with some 275,000 
deaths out of 600,000, the omissions being those where no property 
was left or no grant of representation was necessary. The report 
points out that errors can arise from using deaths as the basis of 
sampling the population. The dying, for instance, are less likely 
to have need for cash than others. Moreover, the marked seasonal 
pattern of deaths gives undue weight. to the prices of stock ex- 
change securities ruling in the winter months. 

Some assets are omitted altcgether because they are exempt from 
estate duty: these include immovable property abroad, settled: 
property on the death of a surviving spouse, purchased annuities 
ceasing on the death, and the like. On the other hand, life policies 
on the deceased are, of course, taken at their full value on his 
death, although as long as the policy has not matured its 
market value is much less. This table represents a welcome 
departure by the Inland Revenue and will certainly be of value in ' 
many fields. i : 

When reviewing the Inland Revenue's 103rd report on February 
4th, 1961, we criticized the retention of £2,000 as the normal 
exemption limit in respect of surtax, in the face of the progressive 
deterioration in the value of money. We pointed out that, by 
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March 31st, 1960, assessments had been made ` 


for 1958-59 on no less than 346,642 surtax 
payers. Тће new report shows that by June 3oth, 
1961, this figure had increased to 373,799. By 
that date 378,669 surtax assessments had already 
been made for 1959-60. Of this number, 155,407 
taxpayers had an income of £3,000 or less, which 
considering the present purchasing power of 
the pound sterling, is hardly riches. The decision 
made last April in effect to raise the exemption 
limit where there is earned income was therefore 
very timely. Of course, the surtax revenue can 
be expected to gc on increasing until the collec- 
tion of the 1961—62 surtax begins. At that point, 
particularly in view of the fact that earned income 
assessed to surtex greatly exceeds investment 
income, one can look to a sharp decline in surtax 
collection, unless there is further inflation or an 
industrial boom. 

Not less interesting than the statistics of wealth 
given above are the statistics as to high incomes. 
Among the surtax assessments made for the year 
1959-60 (up to June 3oth, 1961), there were 
Sixty on persons whose assessed income exceeded 
£100,000. Another fifty-seven individuals had 
incomes between £75,000 and £100,000. For the 
tax year 1958-59 the corresponding figures were 
sixty-six and thirty-four.. The reduction in the 
standard rate of tax from 8s 6d to 7s 9d in the 
year 1959-60 without any corresponding increase 
in surtax rates, lowered the top rate from 18s 64 
to 17s gd and must therefore have produced a 
very substantial increase in net incomes for 
persons in these very high ranges. On the other 
hand, persons having incomes of this order can 
command so much in the way of avoidance 
schemes, if only by changing their country of 
residence, that to some extent the income tax and 
surtax become voluntary taxes. Nevertheless, 
the fact remains that from the sixty people in 
the ‘over £100,000' group, no less than 5:2 
million was collected in surtax. 

The income tax statistics show that for 1960-61 
the number of persons actually charged to income 
tax increased to 19,200,000 from 18,500,000 in 
the previous year. This follows an increase of 
half a million in each of the two previous years 
and we feel that the time has come to raise the 
exemption limits still further, so that small 
amounts of tax do not have to be computed and 
collected from a very large number of people. 
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The Inland Revenue have already been criticized 
for unremunerative administration, particularly 
in the field of Schedule A. From the small 


amounts of tax which have to be assessed and + 


collected from large numbers, one must deduct 
the time and trouble caused in the issue and 
completion of income tax return forms. It would 
be far better, if it is necessary, to make up the 
modest amount of revenue lost, by some slight 
increases in indirect taxation. 

Although the increase in the number of success- 
ful criminal prosecutions for taxation offences 
has been the subject of comment, the total figures 
are still extremely low. 'The prosecutions for 
false accounts and returns of income actually 
fell in 1960-61 from twenty-one to fourteen. 
Only fourteen prosecutions as against the vast 


number of returns and accounts which are ' 


submitted to tax offices indicate a very satisfactory 
state of affairs. However, the fact that all the 
prosecutions for these offences succeeded, in- 
dicates that criminal proceedings are not taken 


unless they are practically certain to succeed. 


The doubling of the prosecutions for false claims 
for personal allowances (sixty against thirty-one 
in the previous year) is perhaps purely fortuitous. 
'The fact that sixty is the high record over the 
last ten years, may have some connection with 
the fact that personal allowances now obtain for 
surtax as well as income tax. 

As last year, the report contains a ten-year 
table of income from abroad, accompanied by 


notes of explanation. Аз the report says, in view , 


of the interest in the country's balance of pay- 
ments problems, income from abroad is of 
particular significance. The figures for distribu- 
tions by overseas trade corporations show a very 
marked increase — from [22:5 million to #543 
million. 

The amount of post-war credits still м. 
ing fell in the year from £367 million to £343 
million. The total number of persons who shared 
the £24 million payment was 460,178. 

'The rise in the number of companies paying 


profits tax was resumed in the case of accounting, + 


periods ended in the year 1959-60, the total being ` 
68,500. The total chargeable profit assessed for 
those accounting periods was £2,940 million, as 
against £2,715 million in the previous year. The 
net tax collected, after double tax relief, was 2267 
million. In the previous year, when the old two- 
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tier system was still in operation, the net tax was 
£239 million. The Budget estimate for 1961-62 
is no less than £325 million, thanks to the two 
<. large increases in the flat rate in 1960 and 
T 196 | 
961. 

In the estate duty statistics included ir the 
report, a number of changes designed to give 
more information about the composition of 
estates of deceased persons have been meade. 
Information is now given about estates of net 
capital value of £3,000 and below, on which, of 
course, no duty is normally payable. The anzlysis 
of property has been made more detailed, end a 
new table extends the analysis by showinz its 
distribution between males and females and 
within age groups. Duty was paid in the year on 

_p two estates of over £2 million each, while another 
` seven estates exceeded Дт million; one of -hem 
being in Scotland. Needless to say, these nine 
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estates represented a very small proportion 
indeed of the total number of estates of persons 
who died during the years - no more than '01 
per cent. Of the 281,300 estates, 205,381 were 
under £3,000; another 52,755 were under £10,000, 
which is not a very large sum, considering the 
fall in the purchasing power of the / sterling. 

Stamp duties on share transfers showed a 
marked decline in 1960-61; from £55-9 million 
to [45-7 million. The only other striking change 
was an increase from £ 15:1 million to £16 million 
in the stamp duties on conveyances of land; this 
may reflect the rapid rise in house property 
values. The yield of the duties on non-life 
insurance policies declined further this year, 
mainly owing to the changes in rates. 

There have been some changes in the published 
extra-statutory concessions of the Inland Revenue 
details of which are given on another page. 


Hospital. Consultants’ Tax Assessments 


AST July the House of Lords decided in 
Mitchell v. Ross (40 A.T.C. 199; The 
Accountant, July 15th, 1961, page 65) that 

part-time consultants in hospitals were assessable 
under Schedule E on their emoluments, anc that 
expenses attributable to such an appointment 
- were deductible for tax purposes only if they 
7 complied with Schedule E rules. This decision 
‚ Was given on certain test cases and followed = long 
period of dispute and litigation, during which 
there has been some accumulation of loose 2nds. 
An agreed statement has now been published 
in the British Medical Journal Supplement lated 
January 27th, following discussions between the 


British Medical Association and the Inland 


Revenue. . 

The decision does not cover fees for lecturing 
(other than lecturing in teaching hospitals ander 
the ordinary terms of the appointment) or fees 
for outside domiciliary consultations undertaken 

5 for a hospital board by which the doctor 3 not 
employed. These fees will continue to be assess- 
able along with the doctor’s other earnings under 
Schedule D. 

Subject to certain special arrangements, the 
Inland Revenue have agreed not to apply the 
decision retrospectively where the hospital emolu- 


ments have hitherto been included only in 
Schedule D assessments; the change to Schedule 
E will be made for the tax year 1962-63, and 
P.A.Y.E. deductions will start in April 1962 
accordingly. The Schedule D assessments for 


1962-63 et seq. will be exclusive of the fees 


assessed under Schedule E. Equally the decision 
as to the deductibility of expenses will be applied 
as from 1962-63. 

'The special arrangements referred to above 
are made necessary to ensure uniform tax treat- 
ment of arrears of pay resulting from the recom- 
mendations of the Pilkington Commission. If a 
part-time hospital doctor has been taxed under 
Schedule D on a cash basis and does not elect to 
spread back the arrears, then separate Schedule E 
assessments will be made on those arrears for the 
years to which they relate. If these arrears have 
already been included in the 1961-62 Schedule 
D assessment, this assessment will be adjusted 
in order to avoid taxing the same income twice. 
This will presumably be done notwithstanding 
the embargo imposed (under £50 penalty) by 
section so of the Income Tax Act, 1952, on alter- 
ing assessments otherwise than on appeal. The 
Inspector of Taxes will send a written explanation 
to each person affected in this way. 
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. On Compiling Company Reports 


NE of the requirements of attractive 
financial accounts is that they should be: 


at the same time comprehensive and. 


concise. However complex the company, the 
year's transactions have to be neatly classified in a 
series of near-standardized statements occupying 
only a few pages. 'These simplified annals must 
give the large institutional investor all the infor- 
mation he requires in a language readily under- 
standable by the small private investor. It is a 
difficult task and recourse is often made to 
diagrams and illustrations in which rows of little 
men, bags of cash and coins and segmented 
circles serve to bring home the message to the 
uninitiated with no esoteric knowledge of high 
finance, The chairman's statement, too, has be- 
come increasingly a medium for giving supple- 
mentary facts and forecasts which cannot suitably 
be incorporated within the framework of the 
accounts themselves. 

The technique of presentation of reports and 
accounts has developed in recent years to the 
point where there is much competition between 
companies to serve up information in a manner 
new and arresting but without loss of dignity. 
We like to think that the annual awards initiated 
by this journal have contributed towards this 
healthy trend as have, also, enlightened legis- 
` lation and the activities of professional and 
kindred bodies. А comparative new-comer to the 
ranks of the latter is The Society of Investment 
Analysts, formed in 1955 to provide coherence 
to the individual efforts being made to raise the 
standard of investment analysis in the United 
Kingdom. 'To coincide with the first European 
Congress of Financial Analysts, held in France 
last month, this body produced a booklet on the 
subject of company reports and their contents.* 

'The Society strongly advocates that greater 
use should be made of the chairman's address as 
an explanatory guide to 'results, policy and pros- 
pects’ and suggests that it should be given pride 
of place in circulated reports and accounts. 
Arguments against prior circulation of the chair- 
man's comments are that quick changes in the 
! Compiling and Presenting Company Reports. Prepared by 


'The Society of Investment Analysts in co-operation with 
Daniel Greenaway & Sons Ltd. 


political or economic climate may render them Ё 
out of date before the general meeting takes place 
and that, if shareholders already know in advance 
what the chairman is going to say, the meeting 
becomes more than ever а formality. Тће Society 
counters these objections by pointing out that the 
chairman may modišy or supplement his printed 
address at the meeting. | 

Dealing with the presentation of the accounts 
themselves, the Society would like to see included 
(a) the trading account, so that the company's 
position might be more accurately appraised; 
(b) the profit and loss account of a holding com- 


pany which trades itself; and (c) summarized `< 


accounts of any important company a substantial 
proportion of whose shares are held as a trade 
investment. А number of companies do give 
some or all of this information although there is 
at present no statutory compulsion to do so. 

As regards the profit and loss account, the 
Society echoes the Cohen Committee's view that 
this section. of a company's accounts is at least 
as important as the balance sheet since the trend 
of profits best indicates its prosperity and the 
value of the assets depends largely on its con- 
tinuance as a going concern. Among the recom- 
mendations it makes are that full depreciation +, 


on a replacement basis should be charged against < 


profits (the ‘historical’ proportion and any 
appropriate 'extra' provision being itemized ' 
separately) and that details of the composition 
of the tax charge should be given, the material 
effect of the postponement of liability due to 
initial allowances being adequately reflected 
therein. 

The Society's comments on the balance sheet 
are designed to bring into sharper relief the liquid 
position of the company and the shareholders' 


· equity. It plumps boldly for the inclusion of 


what is commonly known as 'future income tax 
liability’ in the ‘capital of the business’, a policy 
which is by no means unanimously adopted in v 
practice and one which companies with two-sided 
balance sheets often avoid by describing the item 
as a deferred liabilit; and placing it between the 
capital and reserves (not totalled) and the current 
liabilities. | 


> 


February 3rd, 1962 


ACCOUNTANT 


_ Validation of an Imperfect Trust 


by SPENCER G. MAURICE 


A trust deed or other instrument may declare the objects for which the property 
is to be held or applied in such terrms that it is open to the trustees to use the property 
either exclusively for charitable purposes, or otherwise. In such a case the trusts 
will normally fail altogether if they suffer from some mischlef, such as uncertainty 
or perpetuity, fatal to non-charitable (though not to charitable) trusts. The object of 
the Charitable Trusts (Validation) Act, 1954, is to validate certain instruments of 
this kind taking effect before Deczmber 16th, 1952, and the effect of the validating 
provisions is to strike out of an instrument within the Act the non-charitable pur- 
poses which are declared thereby. The administration of the Act has proved difficult 
and the cases show that the judges tend to place a fairly wide interpretation on its 
provisions. Sometimes, as in the rase of Re Mead's Trust Deed, discussed below, 
the result is a radical change in the effect of the provisions in the trust instrument. 
The result may be significant from the point of view of rating a when, as in 
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that case, the trust property comprises land. 


Others v. Market Bosworth Rural Listrict 
Council ([1960] x All E.R. 433) is Re 
Mead’s Trust Deed, Briginshaw and Others v. Nat- 


A N interesting sequel to the case of Isaacs and 


ional Society of Operative Printers and Assistants ` 


and Another ([1961] 2 All E.R. 836). The earlier 
case was a successful appeal by the rating authority 
from a decision by the justices that an organiza- 
tion conducted for the benefit of the members of 
a trade union was entitled to rating relief under 
section 8 (1) (a) of the Rating and Valuation 
(Miscellaneous Provisions) Act, 1955. Section 
29 (2) and Part I of the Fifth Schedule of the 
Rating and Valuation Act, 1961, repeal зеслоп 8 


. of the 1955 Act as from the coming into force of 


the first valuation lists issued under the 1961 


* Act, and sections rr and 12 of that Act substitute 


for the relief given by section 8 new provisions 
for the reduction and remission of rates payable 
by charitable and certain other ‘organizctions. 
The new system of relief is founded largely on 
the recommendations contained in the report of 
the Committee on the Rating of Charities and 
Kindred Bodies (the Pritchard Committee) 
(Cinnd. 831). 


< Purposes of the Trust 
The trust deed, dated September 27th, 1920, 


$ which gave rise to both cases by clause 1-declared 


that the trustees were to stand possessed of certain 
land which had been conveyed to them as a site 
for a memorial home to perpetuate the memory 
of those members of the National Society of 
Operative Printers and Assistants who had lost 
their lives in the First World War, and clause 2 


elaborated on the purposes of the trust by expres- 
sing the intention that the home should ultimately 
be (i) a sanatorium for consumptive patients who 
were members of the society, (ii) a convalescent 
home for members of the society recovering from 
illness of any kind, and (ii) a home for aged 
members of the society who were no longer able 
to support themselves by working at their trade 
and for the wives of such members. The main 
objects of the society were those concerned with 
conditions of employment and industrial disputes, 
but other objects included the provision of super- 
annuation for old members and the provision 
and maintenance of a convalescent home. Тће 
trusteeship provisions of the 1920 deed were 
altered by a supplemental deed dated December 
6th, 1948, and in the result the management of 
the trust property by the trustees was under, 
and subject to, the direction and control of the 
executive council of the society. 

The trustees consisted of four officers of the 
society, the president, the general secretary, a 
trustee chosen by the members of the society by 
ballot, and а trustee being a member of the 
society appointed by resolution of the executive 
council of the society. Taking into account the 
provisions of the two trust deeds, the constitution 
of the trustees, the rules of.the society and evi- 
dence of financial support by the society of the 
homes which had been established — a convales- 
cent home and a home for aged retired members 
of the society and their wives —the Divisional 
Court of the Queen's Bench Division found that 
the trust property was occupied for the purposes 
of the society, and accordingly that a case for 
rating relief had not been established. 
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Nature of the Trusts 
As the Divisional Court took the view that the 


land was occupied for the purposes of the society, · 


and it could not be suggested that the objects 
of the society .were charitable or otherwise 
concerned"with the advancement of social welfare, 
the claim for relief failed zn limine, and the Court 
was not called upon to decide whether, if the land 
could have been said to be occupied for the 
purposes of the trust, as distinct from the pur- 
poses of the society, those purposes would have 
qualified for relief. In Re Mead's Trust Deed, 
however, the trustees of the trust deed by originat- 
ing summons applied to the Court for the deter- 
mination of the question whether or not the 
trusts were charitable. | 


Cross, Ј., said that а sanatorium for consump- 
tive patients, a convalescent home and a home for 
aged persons who were unable to support them- 
selves were clearly charitable objects. On the 
other hand, the fact that purposes are basically 
charitable is not necessarily enough; thus it is 
well settled that a trust for the benefit of persons 
employed by a particular company is not (save 
in the exceptional case of a trust for the relief of 
poverty) charitable: see, for example, Oppenheim 
v. Tobacco Securities Trust Co Lid ([1951] 
1 All E.R. 31), a decision of the House of Lords. 
What is necessary to satisfy the requisite of 
public benefit which (save in the poverty cases) is 
the essential of a charitable trust, is that the 
beneficiaries should constitute a section of the 
public. Cross, J., said that he always found very 
difficult the question whether or not the common 
characteristic which was shared by a number of 
persons was or was.not such as to make them a 
section of the public, and not a fluctuating body 
of private individuals, adding that there appeared 
to be no principle by reference to which it could 
. be answered. 

It is the case that a trust for the benefit of all 
the persons employed in a certain industry in a 
certain place is good if its objects are charitable, 
although a trust for the benefit of the employees 
of a named company engaging in the industry in 
question and being the only employer so engaged 
in that place is not; in spite of the fact that in 
such a case the membership of each class of 
beneficiaries is in fact precisely the same. The 
presence or absence of charitable status may thus 
turn entirely on the way in which a deed is drawn. 
On this basis, a trust for the members of the 
printing industry may be charitable, but his 
lordship pointed out that a man may be engaged 
in the printing industry without being a member 
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of the society which constituted the sexus of 


employment in the case before him, and in this. 


respect membership of the society resembled 
employment by some large company which 
employed most but not all of the persons engaged 
in the industry in question. His lordship found 
that the considerations which led Lord Simonds 
in the Oppenheim case to hold that the employees 
of a company, however numerous, could never 
form a section of the public for the purpose of the 
law of charity applied equally to a trade union. 
The learned judge said that he would have 
been of the same opinion even if all the funds 
hed been provided by non-members; e.g. by 


employers in the industry. In fact, however, a 


large part of the funds came from the society 
and its members: the element of self-help loomed 
large, and this, as Lord Greene, M.R., had 


pointed out in Re Hobourn Aero Components 114 5 ~ 


Air Raid Distress Fund, Ryan and Others v. 
Forrest and Others ([1946] r All E.R. sor), was а 
factor to be borne in mind in cases of this kind. 


The Poverty Element 


Of the three objects to which the trust deed 
referred, one, the home for aged members of the 
society who were no longer able to support them- 
selves by working at their trade and for the wives 
of such members, had this characteristic, not 


- Shared by the sanatorium and the convalescent 


home, that it contained an element of poverty. 
In this connection it is to be observed that in 
the law of charity the meaning of ‘poor’ is more 
or less relative, and that ‘poverty’ does not 
necessarily mean destitution: see, for example, 


In re Clarke, Bracey v. Royal National Lifeboat - 


Institution ([1923] 2 Ch. 407). References to old 
age and widowhood are commonly taken to 
import poverty in the legal sense and, at all 
events, Cross, J., was satisfied that persons who 
were admitted to the home for aged members 
of the society must necessarily be poor. 

Trusts for the relief of poverty have long 
occupied a peculiar place in the law of charity, 
since they alone can qualify as charitable without 
the need for public benefit in the ordinary sense 
of that term. Thus trusts for the benefit of poor 
relations of the settlor have for more than two 
centuries at least enjoyéd the privilege of chari- 
table status. By analogy the principle of the poor 
relations cases has been extended to include 
trusts for necessitous employees of a company 
and their dependants, the earliest reported case 
apparently being Gibson and Another v. South 
American Stores Lid (Gath and Chaves) ([1949] 


* 
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2 All E.R. 18; [1949] 2 All E.R. 985 (C.A.)). 
Harman, J. (as he then was), at first instance 
expressed the view that a public element was 
always necessary to make a trust legally char-table, 
and that the explanation of the poverty cases 
was that a much narrower object might in them 
be considered to work a public benefit than in 
the other categories of charitable trusts. In the 
Court of Appeal, however, Sir Raymond Evershed 
(as he then was), M.R., said that he was not to be 
taken as adopting the learned judge's view 5f the 
explanation of the poverty cases, saying that it 
might be that such cases must simply be regarded 
as a well established anomaly. 


Process of Validation 


Having found that the members of a trade union 
were not a section of the public so as to satisfy 
the normal requirement of public benefit in a 
charitable trust, Cross, J., in Re Mead's Trust 
Deed, went on to consider whether, as one of the 
purposes of the trust before him was the relief 
of poverty, and so not dependent on the presence 
of public benefit, at least in the ordinary sense, 
the trust was validated by the Charitable Trusts 
(Validation) Act, 1954. That Act, which saves for 
charity certain.trusts contained in instruments 
taking effect before December 16th, 1952, 
provides that any ‘imperfect t-ust provision’, that 
is, any provision declaring the objects for which 
property is to be held or applied and so describing 
them that, consistently with the terms ef the 
provision, the property could be used exclusively 
for charitable purposes, but could nevertheless 


- be used for purposes which are not chacitable 


^ 


(section 1 (x)), contained in any such instrament 
shall (subject as in the Act provided) 
‘have, and be deemed to have had, effect in relation 
to any disposition or covenant [within section 2] — 
(а) as respects the period before the commence- 
. ment of this Act, as if the whole of the declared 
objects were charitable, and 
(b) as respects the period after that commencement 
as if the provision had required the property 
to be held or applied for the declared 5bjects 
in so far only as they authorize use for chzritable 
purposes' (section 1 (2)). 


À disposition or covenant to make a disposition 
is within the Act if, apart "топ the Act, it is 
invalid, but would be valid if the objectz were 
exclusively charitable (section 2 (1)); but the Act 
does not apply if, prior to December 16th. 1952, 
property which was to be held or applied for 
objects declared by an imperfect trust prowision, 
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has, by reason of the invalidity of its disposition 
for those objects, been paid or conveyed to, or 
applied for the benefit of, the persons entitled to 
it by reason of the invalidity (section 2 (2)). 


А Curious Result 


While the general purpose of the Act is clear, the 
difficulty of interpreting and administering it is 
witnessed by the cases on it which have been 
before the Court. These cases indicate a tendency 


- on the part of the judges to place a fairly wide 


interpretation on the Act's provisions. Thus in 
another recent case, Re Wykes’ Will Trusts, 


` Riddington v. Spencer ([1961] r All E.R. 470) 


(The Accountant, August 12th, 1961, page 212) 
Buckley, Ј., treated as an 'imperfect trust pro- 
vision” within section 1 (1), and therefore validated 
by section 1 (2), a bequest to the directors of a 
company of a fund 'to be used at their discretion 
as a benevolent or welfare fund or for welfare 
purposes for the sole benefit of the past, present 
and future employees of the сотрапу. His 
lordship's ratio decidendi was that the relief of 
poverty – the only application of the fund which 
would be legally charitable, as the nexus of benefit 
was employment by a company – came within the 
term ‘welfare purposes’, and he rejected the view 
that an ‘imperfect trust provision’ must declare 
the objects of the trust in such a form as to 
include by express reference some legally charit- 
able purpose as well as other non-charitable 
purposes. 

In Re Mead's Trust Deed, Cross, J., considered 
Re Wykes’ Will Trusts, on which counsel for the 
Attorney-General, seeking to show that there was 
a charitable trust, relied, and observed that he 
was being asked to perform in regard to the trust 
deed before him an operation far more drastic 
than that performed by Buckley, J., in the earlier 
case. ‘A benevolent or welfare fund’, said Cross, 
J. ([1961] 2 All E.R. 842), 

‘is closely akin to a trust for the relief of poverty. 

If Mr Wykes had been told that the form of words 

which he had chosen was open to objection and 

had been advised expressly to confine the potential 
beneficiaries to poor persons, he would very likely 
have agreed without hesitation. In the same way 
the difference between a trust for charitable 
purposes and a trust for charitable or benevolent 
purposes, though very great in law, is very small 
from the point of view of the ‘intentions of the 
settlor or testator. But to confine the potential 
. beneficiaries of this trust to poor members of this 
society would almost certainly be contrary to the 
intentions of those who provided most of the money 
to build the convalescent home and have provided 
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and are providing most of the money for its 

maintenance. 'lhere are probably not many 

printers who are ‘poor persons’ within the meaning 

of the law of charity, and the result of the change 

would be drastically to cut down the- number 

of members of the society who could qualify for 

“convalescent benefit”. 

His lordship was, however, satisfied that the 
validating provisions of the Act applied, curious 
though the result was. He rejected an argument 
put forward by counsel for the society (which 
wanted to recover the trust property and start 
again) that the definition of an 'imperfect trust 
provision' as a provision declaring the objects 
for which property was to be held or applied, 
and so describing them that, “consistently with 
the terms of the provision', it could be used 
exclusively for charitable purposes, was an 
obstacle in the way of the Attorney-General, 
though if the words in question had been 'con- 
sistently with the spirit of the provisions’ his 
lordship would have agreed. He also rejected an 
alternative argument, adopting the approach 
taken by the Divisional Court, that the trustees 
were under an obligation to carry out the orders of 


the executive council and that there was really ' 
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no trust for any purpose other than the purposes 
of the society. His lordship pointed out that the 
executive council was intended to act in a fiduciary 
capacity so far as the trust property was concerned, 
and, had the trust been valid apart from the Act, 
would not have been competent to direct the 
trustees to hand the trust property over to the 
society. “The truth is', said his lordship (ibid.), 
'that the society, in order, I suspect, to obtain 
fiscal advantages, sought to dress up what was, 
from the common-sense point of view, part of its 
own property as an independent charitable trust, 
Тће so-called trust as declared was invalid, but the 
society can hardly complain if Parliament steps in 
and validates the trust by twisting its provisions 
into something which is contrary to the society's 
wishes. The society is clearly hoist with its own 
petard.’ 
He accordingly declared that the trust had been 
validated by the Act, and that, as from July 3oth, 
1954, when the Act came into force, the trust 
property had been held by the trustees for the 
benefit of those members of the society only 
who were from time to time poor persons and, 
in the case of the home for the aged, retired 
members and their wives. 


The Accounting World 


NEW ZEALAND 


Accountant’s New Government Appointment 


R D. С. SNEATH, M.P., F.P.A.N.Z., F.LA.N.Z., 
A.A.C.C.A., has been appointed Minister without 
portfolio in the New Zealand Government's recent 
Cabinet ге-зћшће. Formerly Under-Secretary for 
Finance, Mr Sneath studied at Edinburgh University 
and has been a member of The Association of 
Certified and Corporate Accountants since 1937. 
Senior partner in the firm of Sneath & Aston, 
Registered Accountants, of Taumarunui, he was first 
elected to Parliament in 1954 and successfully con- 
tested the Waitomo seat in the 1957 and 1960 general 
elections, having in the last a majority of 3,951 votes. 
In his new appointment, Mr Sneath will retain 
responsibility for the Inland Revenue Department. 


NETHERLANDS 


Death of Veteran Accountant 


HE Dutch nation, as well as the accountancy 
profession in the Netherlands, has lost an out- 
standing personality in the recent death of Prof. Dr. 
Th. Limperg, Jr., at the age of 81. 
Professor Limperg was one of the profession's 
pioneers. He had been a member of the Nederlands 


$ 


Instituut van Áccountants since 1904 (ап honorary . 


member since 1922), and for many years he was 
chairman of its board of examiners. It was under his 
direction and through his influence that the Insti- 
tute's rules on professional activities were first drawn 


up in 1909; and the revision and extension of these ` 


rules, as well as the new code of ethics, introduced in 
1946 under the presidency of Mr J. Kraayenhof, 
were the work of a committee presided over by 
Professor Limperg. He was a firm supporter of the 
establishment of regulatory legislation for the pro- 
fession in the Netherlands and he was a leading 
member of the committee appointed by the Institute 
to study such legislation. 

Тће Faculty of Economics at the University of 
Amsterdam was established largely on Professor 
Limperg's initiative and it was during the period 
from 1922 to 1950, when he held the position of 
professor of business economics in the Faculty, that 
his influence and talent in this field became known 
and recognized internationally. Тће theory of replace- 
ment value especially was studied and developed by 
him, and the fruits of his genius have had a stimu- 
lating effect on the economy of the Netherlands and 
more and more are receiving well deserved attention 
in other coüntries. 

Professor Limperg's outstanding qualities led him 
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to membership of various committees instituted by 
the Netherlands Government and in the basiness 
world where his memory will ‘ong be held in high 
esteem. In 1950 he received the (American) Wallace 
Clarke Award in his capacity o2 Honorary President 
of the Comité International de l'Organisation 
Scientifique (C.I.O.S.). 


UNITED STATES 


‘Cash Flow’ Analysis 


ASH flow’ – net income acter adding back ex- 

pense items, such as depreciation, which do not 
use funds – is the subject of the second study under 
the American Institute’s new accounting research 
programme, and Dr Perry Mason, C.P.A., associate 
director of the research prograrime, summarizes the 
conclusions and recommendations in the December 
1961 issue of thé јошта! of Accountancy. 

The inclusion of a well designed comparative 
funds statement in the annual report is recomrrended 
as a practice to be generally accepted. It should be 
regarded as a major financial statement and covered 
by the auditor's short-form report. The breadth of 
scope and concept of funds shculd make it a report 
of all financial management operations, not merely a 
reconciliation of cash or working capital. Tle aim 


-should be to disclose and emphasize the more Impor- 


tant financial events, with interpretative comments. 
Great care should be taken to avoid the impression 
that depreciation and other such adjustments are 
sources Of funds. It is suggested -hat the best wey is to 
begin with adjusted net income under the h2ading 
‘Funds provided from орегаіопѕ’, showing the 
details in a footnote. > 
In a consolidated funds statement the aim should 
be to present the combined finar cial operations as if a 
single unit were involved. Hence the significant net 


income figure is the consolidated net income before 


deducting any minority interest. Dividends to xninor- 
ity shareholders should be combined with dividends 
to parent company shareholders. 


Growth of the American Institute 


В LOUIS H. PENNEY, c.?.4., in the same 
issue, tells the story of the American Institute 
of Certified Public Accountants in this, its “ubilee 
year. Today all the States, the District of Columbia, 
the Commonwealth of Puerto Rico and the Virgin 
Islands have the same С.Р.А. examination сп the 
same day, and all but one use the uniform g-ading 
service of the Institute. Such en achievemen: on a 
voluntary basis is, he suggests, without paralle. 
Looking into the future, Mr Penney foresees the 
development of sections within the Institute each to 
provide some segment of the membership with 
specialized services or information. Тће sections 


‘would provide additional research and literature, 


to be paid for by the section members interested in 
the subjects rather than from the general fumds of 
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the Institute. Ап ever increasing portion of the 
C.P.A.’s work is now in areas separate and distinct 
from the professional audit. His integrity and com- 
petence will be recognized more and more in all 


these fields. 


CANADA 


International Responsibilities of Accountants 
N his address to the annual meeting of the Canadian 
Institute, Mr J. A. Wilson, C.A., the retiring 

President, said that Canada has a responsibility for 
encouraging the development of professional ac- 
counting organizations in other countries, with a 
willingness to share experiences and technical develop- 
ments. He pointed out Canada’s favoured position 
for participation in these developments as the melting 
pot of British and American accounting thought. He 
thought the Institute might give serious study to 
ways and means of permitting students of other 
countries to train in Canada or how to provide them 
with training material. 

Mr Wilson urged that it was the duty of the profes- 
sion to inform the Government as to the damage to 
international trade through one-sided legislation. 
under a Combines Act not in line with the require- 
ments of Canada for growth and development. There 
must be a distinction between being independent 
and being negative. Other countries are sending 
people to Canada to develop subsidiaries and it is the 
duty of the accounting profession to help them to 
success. 


BELGIUM . 
Tax Reform Bill 


BILL to reform the tax system has been pub- 
lished in Belgium. It provides for a single 
income tax in substitution for various taxes on differ- 
ent types of income at varying stages which now 
obtain. At the same time the scope would be widened 
to include certain occasional earnings which hitherto 
have escaped tax. 

For individuals the proposed rates are 173 per cent 
on the first Frs 160,006, rising to a maximum of 55 per 
cent on the slice above Frs 5 million, with an over- 
riding maximum of со per cent of total income. There 
would be an exemption limit of Frs300,000 for a tax- 
payer with eight or more dependants, with a sliding 
scale for fewer dependants. Also proposed is a joint 
assessment of husband and wife, with a 4o per cent de- 
duction of the wife's contribution. The allowance of a 
deduction of the previous year's tax will be discon- 
tinued, and the automatic expense allowance without 
proof, hitherto given to salaried taxpayers, is to be 
reduced if the Bill is adopted. 

Companies would pay 30 per cent on their profits, 
plus 5 per cent of undistributed profits exceeding 
Frs s million. Where profits are distributed, part 
of the tax on them would be credited to the share- 
holders, but there will be a deduction of tax from part 
of the dividend. 
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Financial Control of Fixed Assets 


by R. W. Е. RICE, Е.С.А. 


HE financial control of fixed assets is un- 

doubtedly a subject which is not receiving the 

attention it merits. Since the Second World 
War accountants have given their main attention to 
the creation of standards and budgets to be used as 
yardsticks in the control of revenue and expenditure. 
'The expression of a company's policies and plans in 
the form of standards and budgets has become more 
and more exact and more scientific over the years. 
The principles of accounting by responsibility have 
similarly been developed at.a fast pace by means of 
proper charting or coding of accounts. Financial 
results are now being presented to boards of directors 
and to all levels of management in such a manner 
that each executive is receiving only those figures for 
which he is directly responsible. At the same time 
each set of figures is part of a comprehensive and 
integrated whole. Management accounts, as these 
have come to be known, build up the operating per- 
formances of a company in such a form that the over- 
all health of the company's operation and the detailed 
strengths and weaknesses of the various individual 
departments can be gauged at all times. 

Similarly, cost accountants have worked closer and 
closer with financial accountants until the time has 
been reached when financial and cost accounts are 
thoroughly integrated. Integration, in this sense, does 
not mean that cost accounts and financial accounts 
are reconciled nor that the differences between the 
two can be explained; on the contrary, it means that 
both the financial accounts and the cost accounts are 
being built up from precisely the same set of original 
data and that any costs ~ for instance of a process or 
а product — can be identified within the overall 
financial structure of the company. 

In the whole field of a company's selling, manufac- 
turing and distribution operations there is now a close 
financial control which, by comparing results with 
the company's original plan, and explaining the 
° reasons for the variances that arise, has enabled not 
only financial and cost accountants but also managers 
to understand when, why and to what extent their 
plans have not been realized. This in its turn enables 
remedial action to be.taken or if this is impossible 
then the company's plans can be readjusted to meet 
the changed situation. 


Ап Unpalatable Truth | 
Yet another field.in which financial accountants, or 
as they have now come to be known financial con- 
trollers, have directed their attention is that of return 


ee ПН QE MM 
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on capita! employed. 'The unpalatable truth, brought 
home so rudely by take-over bids, that a company 
may be steadily progressing both in terms of sales and 
in terms of increasing net profit and yet may still not 
be producing a proper financial return on the assets 
which it is using has caused financial controllers to 
re-examine their overall profits in the light of the 
assets they are employing from time to time. When- 
ever any new investment is contemplated the profit 
which it is anticipated it will produce is calculated to 
show if possible a reasonable and adequate return on 
capital. . ; 

With this introduction it may be wondered, per- 
haps, what is left for controllers and auditors to have 
a look at; but I would now like to make my main point 


and that is, that with most leading companies in the .- 


country having reached the position already outlined, 
it is no longer sufficient for a company to look at its 
overall return on capital employed but it must begin 
to look at each of its various processes and products 
to see whether each in itself is contributing a fully 


adequate return on the capital employed by the. 


company in that part of the business. 


Precise Identification 


In order to carry out this object, a closer and more 
detailed financial control of fixed assets than is 
generally found, becomes necessary. As a first step a 
precise physical identification of assets must be 
available. It is no longer sufficient to have schedules 


t^ 


of the numbers of each type of asset held; on the, 


contrary, it must be possible to identify each and 
every asset held by a company. Each piece of plant 
and equipment and each building, and sometimes 
parts of buildings must be identifiable with the asset 
records kept by the company. In order to carry out 
this identification satisfactorily, the company’s assets 
must be subdivided into suitable general classifica- 
tions, and individual types of equipment must be 
given standard names or definitions. Each general 
classification and each individual definition should be 
coded, thereby avoiding lengthy descriptions, reduc- 
ing the chance of error and assisting analysis. Within 
each classification each individual asset must be num- 
bered numerically and the whole code number must 
appear both on the asset itself and in the records. 

At this stage, then, the company knows precisely 
what classifications and types of assets it holds and 
can physically identify each individual asset within 
each of the classifications. With this situation in being 
the interaal audit department is in a position to carry 


- out a checking operation between the assets which 


the company has acquired as shown by its records, 
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and those which physically exist in its possession. By 
this check the management know the extent to which 
itsassets are being misappropriated, abandoned or lost. 

This, however, is still not sufficient for our pur- 
poses because it is important tha: management should 
know not only that its assets exist but also-their loca- 
tion. 'The records must show -he area or point at 
which each asset is located and therefore the manager 
who is responsible for its maintenance and upkeep. 

Lastly, it is necessary to know to what use the.par- 
ticular asset is being put at any momen: in tims. The 
uses to which a company puts its assets can probably 
be sufficiently identified by indicating in the records 
the cost centre which each asset is servicing. 

So far, it may be thought that all I have said is very 


elementary and hardly worthy of expression, but I. 


. think many will be surprised if they re-examine the 
administrative controls and physical identifica-ion of 
their company's assets to find how often ever. these 


4 most simple requirements are not being properly ful- 


x 


filled. It is definitely not easy zo start a system for 
` proper control of assets in the vay I have described, 
although once the usual објеслопз against change 
have been overcome the operation of the routire pro- 
cedures need not be difficult. Basically it is necessary 
that each new acquisition of an asset is identified and 
codified in the way described, and similarly disposals 


or sales (and this includes scrap or loss of assets) must - 


be duly authorized and recorded. The control pro- 
cedures must also cover any movement in the location 
of an asset, and the manager responsible for accepting 
the individual asset from another location must be 
fully aware that he now becomes responsible for that 
particular item. Similarly if ther is a change in user, 
the records must be suitably amended to show that 
the item is no longer being used in the original way 
but has been transferred to another use. If, orce the 
proper controls are functioning, any asset $10114 be 
. either lost or misused, this should be regarded as a 
most serious state of affairs and the manager respon- 


sible will have clearly to understand that a dereliction. 


of duty has taken place. 


Asset Values 


Having completed the work of codification and the 
introduction of control procedures the company 
should know that all its assets are still in existence, 
where those assets are located, which managers are 
responsible for them and to what uses they are being 
ut. b : 
ü The next step is to incorporate in the records the 
value of each individual asset, bu: I do not wish in the 
course of this short paper to enter upon the (horny 
problem of what constitutes the value of an asset. I 
would only like to make the comment that there may 
notbeanyone value which satisfies all the requirements 
of management. I would like to suggest, therefor2, that 
a company should at least have permanently recorded 
the original cost value of each asset and that serious 
consideration should also be given to recording the 
current replacement value. 
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Careful thought will also have to be given to the 
subject of depreciating the company's assets and 
charging such depreciation as an item of cost. My 
own view on depreciation is that the necessity for it is 
caused solely by the fact that most fixed assets have a 
longer useful life than the conventional accounting 
period of one year. Тће expenditure incurred on an 
asset cannot be fully written off in the year of 
acquisition and therefore an attempt has to be made 
to spread the cost over the anticipated lifetime of 
the asset. 


Depreciation 

There are, of course, many different ways of cal- 
culating depreciation but except where there are other 
good causes І am personally in favour of taking the 
most simple solution of spreading the total cost of the 
asset concerned in even amounts over the anticipated 
number of years life of the asset. This method, of 
course, assumes that the company 18 obtaining equal 
value from the work done by the asset throughout the 
whole of its life; but if, on the other hand, the useful 
work to be done by the item concerned is anticipated 
to diminish over the years, then it might reasonably 
be argued that the earlier years should bear a higher 
proportion of the cost of depreciation. I also feel 
strongly that the number of years' anticipated life for 
each asset. should be based on the normal natural life 
of the asset concerned and not any other criteria, such 
as a management decision to use the asset for a shorter 
length of time. By this I mean, for example, that if the 
natural life of an asset is estimated to be five years but 
that it is management’s intention to replace that asset 
with a more up-to-date model after only three years, 
my own view is that.the depreciation should still be 
based on a five-year life and that management in 
taking the decision to dispose of the asset after three 
years must realize that in doing so they are scrapping 
or selling off an asset which still has a life and a value 
equal to 40 per cent of the original total, and this fact 
should be appreciated when considering such a 
change. : 

From the financial point of view, the natural life of 
an asset should in fact be estimated to terminate at 
the moment when the operational cost of running a 
new asset of the same type and capital cost would be 
less than the present operational cost including all 
relevant factors such as interest on capital, deprecia- 
tion, routine maintenance, repairs, cost of spare parts, 
breakdown costs, lost production time, product losses, 
loss of quality, etc. If this point is passed and the 
company does not replace the asset concerned, then it 
should be clearly understood by management that in 
fact it is no longer running at the most economical 
level. I should like to make one last point on the sub- 
ject of depreciation and that is that the life of many 
assets calculated in this manner will be much shorter 
than is generally realized. 

It will be apparent, then, that control of a company's 
fixed assets requires care and thought in the correct 
recording of information, The best system is a ques- 
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tion for each company to decide for itself, but I would 
like to make the point that whatever system is chosen 
it should be unitary. By this I mean that a separate 
card should be maintained for each individual asset. 
These records can be either in the form of cards pre- 
pared manually or by typewriter, or alternatively in 
the more sophisticated form of punched cards. 
Records kept on punched cards have the advantage 
that tabulations which can be used for checking pur- 
poses or for any review of a company's asset position 


by its management can be prepared with very little ` 


trouble on a tabulator. Whatever form of record is 
used, however, should maintain the principle of 
flexibility and it should then be a simple task to make 
the necessary entries correctly and with the minimum 
of work. 


Adequacy of Spare Part Stocks 


At this point I would like to deviate a little and say 
a few words on the subject of engineers' spares. As 
depreciation and the running costs of plant and 
equipment become higher and higher in proportion 
to a company's total operating expense, so the import- 
ance of ensuring that plant does not break down and 
fail to give the required production, is becoming a 
subject to which management is giving more and 
more attention. One of the resultant steps that has 
been taken by many companies is to set up a quite 
large and fully stocked store of spare parts and even 
spare equipment and motors, so that in the event of a 
breakdown or failure of a part, that part can be 
replaced immediately without having to wait for out- 
side suppliers to deliver. 

In some ways, the methods of controlling the con- 
tents of an engineers' store are the same as those for 
any other store; but there are, However, certain addi- 
tional important matters that require attention. First 
of all, there must be the usual form of stock record 
showing, for each part held, the balance of stock in 
hand, the parts received, the parts issued and the 
parts on order from outside suppliers awaiting deliv- 
ery. The manager in charge of the engineers' store 
must also be constantly studying the pattern of usage 
and weighing the cost of holding stock against the 
cost of being unable to replace a faulty part imme- 
diately. Having established the number of weeks or 
months usage required to be held in stock for each 
part, the manager in charge must constantly be 
reviewing these levels to see that the numbers held in 
stock are neither excessive nor too few for the com- 
pany's purposes. 

Another factor which is sometimes forgotten is that 
the parts themselves should be strictly related to the 
machines on which they are used; the effect of this 
simple statement is quite obvious, namely, that if a 
particular machine or type of machine is withdrawn 
from use permanently then all the spare parts related 
to that machine are no longer required and are sur- 
plus. The company's system of recording must there- 
. fore incorporate within it the automatic notification 
to the manager in charge of the spare parts store of 
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any withcrawal of a machine from use, the introduc- 
tion of any new typa of machine (together with 
specifications of the spare parts required) and thirdly, 
any change of specification within a machine which is 
still in use. If each of these control factors is not 
properly incorporated within the company's records 
then the situation arises where spare parts are con- 
continuing to be held which might possibly never be 
needed again, and indeed it is even possible for fur- 
ther parts to be ordered after the requirements for 
that particular part have ceased altogether. Тће 
opposite can also happen, namely, that despite 
management's best inentions to have a supply of spare 
parts always available to meet breakdowns and faults, 
nevertheless if the control procedures are not properly 


. introduced it may still be possible that when the 


breakdown occurs the required part, or parts, may 
not be available. 

I have sometimes been asked whether a company 
should incorporate within its costs, allowance for 
depreciation of engineers’ spare parts. On the whole, 
I am inclined not to allow depreciation of this type, 
mainly far the reason that a spare part not in use is 
unlikely to be depreciating due to normal wear and 
tear. However, if this is not the case and the spares 
for any reason are subject to depreciation then this 
factor should be allowed for within the company's 
costs. It is, however, important that the manager con- 
cerned should be aware of the interest on the capital 
tied up in the spare parts, and also — and this can be a 
most important factor – the cost being incurred by the 
company due to having to sell or scrap spare parts no 
longer required. Especially where a company is in an 
active phase of development and constantly renewing 
and modernizing its equipment, this aspect of the cost 
of spare parts surplus to requirements can be very 
large. The position is made worse by the fact that it is 
most diffcult to sell off surplus spare parts. Some- 
times special arrangements can be made with the 
supplier of the parts concerned, and the buying 
department when placing orders for further supplies 
should consider at that time the possibility that 
the company at a later date may wish to dispose 
of, or sell back, to the supplier some proportion 
of the parts purchased. If a suitable arrangement 
can be made with a supplier it may in fact help to 
minimize future losses. 


Profitability 


I should now like to return to my main theme of 
keeping z financial control on fixed assets. I am, of 
course, referring to the return or profit on the capital 
employec, not only bv the company as a whole, but 
within its separate mein constituents. We now have 
the means available to express the profit made by each 
of the company's main products or processes in the 
form of a percentage return on the capital employed 
in that section of the business. 

There is little doubt that the first time this exercise 
is done the results will be most surprising. It will 
almost certainly be found, for instance, that the 


| 
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differences in profitability betw2en the various sites, 
locations and processes in which the company is con- 
cerned will be very considerable. Having obtaired the 
return on capital from the various constituemt sec- 
tions of the business, it is then most importaat that 
appropriate action should be taxen to review prices, 
costs, methods of production and distribution, 
marketing techniques and all -he other aspects of 
running a business to bring into ine those parte of the 
business that are not producing a proper return. 
Similarly, if the return on capital for any part of the 
business is found to be exceptionally high, careful 
review of the reasons for this situation should be 
made in order to make sure that a dangerous situation 
is not building up for the future whereby a com»etitor 
will be able to seriously undercut the company’s 
products. | 

At this stage it will be found -hat there are certain 
assets in use on which there are apparently no direct 
profits. І am, of course, referring to such asse:s as а 
head office administrative block, -esearch laboratories, 
car parks, bicycle sheds and many of the other 
necessary assets that have to be neld by the company 
in order that it can function in modern society. There 
are two ways of dealing with such assets ard the 
methods are exactly the same as those used юг in- 
direct costs, namely, firstly those unremunerative 
company assets can be apportioned to the >rofit- 
making assets before the return on capital is zalcu- 
lated. Or secondly, they can, metaphorically speaking, 
be set on one side and not be included in the celcula- 
tions, in which case it must be realized that the -eturn 
on capital that is required from the remaining pro- 
ductive assets must, of course, be higher to com- 
pensate for the fact that some essets have not been 
included in the calculation. 


Conclusion 


This then, briefly, completes my, main thesis which 
can be stated very simply, namely, that most com- 
panies should be devoting more of their attent.on to 
the proper physical and admiristrative control of 
their assets so that at all times they know what assets 
they possess, what they cost, what their present value 
is and where, and for what purposes they are being 
used. Please do not think from what I have said that 
I regard the points I have covered as including the 
last word on the subject of financial control of fixed 
assets. On the contrary, the whole subject is a com- 
paratively young one and much research and develop- 
ment remains to be done. In particular, none of what 


æl have said should be construed as preventinz the 


need for special studies on the desirability of modern- 
izing equipment, thereby obtaining faster production 
or better quality goods, or lowe- costs. Nor should 
anything I have said be construed as preventinz the 
need for constantly watching the course which the 
company is taking and whether ar.y changes in course 
are necessary. The need to be watching and com- 
paring the results achieved in the use of the company's 
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assets against the plans which were set, and taking 
such actions as may be necessary should form one of 


- managements chief functions. 


For their part, accountants and auditors must always 
be watching, from the information available, for the 
possible ineffective use of the company's capital or 
resources. То give one simple example, I would like 
to quote to you the true story of finding, after the 
introduction of a simple form of financial control on 
fixed assets, that some plant which had been stored 
and set aside in a special building in case it might 
possibly be required again in the future was found to 
have an annual cost in the form of rent, upkeep and 
interest on capital which was equal to three times the 
actual value of the plant. Needless to say, instructions 
were immediately given that the plant should be sold 
off, which simple step by itself produced a saving of 
several hundred pounds per annum. 


To summarize the points I have made therefore: 


(1) Classify all the company’s assets into suitable 
- types or groups. 

(2) Codify these types. 

(3) Physically identify each and every one of the 
company's assets. 

(4) Ensure that the company's administrative 
records agree fully with the assets in fact held. 

(5) Ensure that procedures are introduced which 
will ensure control on the acquisition, disposal, 
movement or change of user of each of the 
assets. 

(6) Ensure that at all times a manager is responsible 
for every one of the company's individual assets. 

(7) Ensure that the company's records of each 
asset include the value and depreciation charged 
against the asset, and also ensure that these 
records are kept simple and up to date at all 
times. 

(8) Make sure that spare parts are properly stored 
and controlled and that the quantities of each 
spare part are being constantly reviewed so that 
there is neither too much money tied up in the 
stock of spare parts, nor that there are too few 

` spare parts to adequately cover breakdowns. 

(9) From тһе information available constantly 
watch the return on capital employed in the 
various sections of the business, and take such 
action as may be necessary to avoid the develop- 
ment of unfavourable trends. 


Finally I would urge most strongly that what I have 
said should nat be treated as an academic subject but 
that accountants should take a fresh look at the means 
of control of fixed assets in their own companies and 
when having this fresh look to attempt to approach 
the matter from the point of view of a financier, for 
it is by such an approach that so many forced take- 
over bids have been effective in recent years. I would 
submit, therefore, that every company should be 
constantly watching the proper financial use of all its 
assets in order that at all times it is making the best 
possible use oí all its resources. Á 
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Weekly Notes 


COMPANY DIRECTORS AND THE 
BUDGET 
LETTER from The Institute of Directors to 
the Chancellor of the Exchequer contains some 
plain speaking about the present tax system and its 
administration. It strongly urges the setting up of a 
departmental committee to make a complete in- 
vestigation into estate duty. . 
As regards the coming Budget, the letter urges the 
- grant of depreciation allowances for commercial 
buildings which do not qualify as industrial buildings. 
Special mention is made of the improvement schemes 
which the Offices Act, 1960, will make necessary and 
of the lack of provision for tax allowance. Not sur- 
prisingly, the Schedule E expenses rules come in 
for castigation. They are described as unrealistic in 
the light of the modern business world. All expenses 
reasonably incurred for the appropriate performance 


of the duties ought, in the Institute's view, to be. 


allowed. 

The letter makes the interesting point that the 
favourable treatment now accorded to earned income 
in relation to surtax will encourage directors of 
family companies to take out more in the way of 
remuneration and correspondingly less in dividends. 
Payments of remuneration do not rank as a 
distribution of profits in the eyes of the Special 
Commissioners when they are considering surtax 
directions. Тће Institute thinks that they should 
be instructed to take a more liberal attitude in this 
respect. 


ASSENT TO WHAT? 


TL. news that the T.U.C. Council has accepted 
the Chancellor's invitation to join his proposed 
National Economic Development Council is to be 
welcomed, if only because it means that the impasse 
in the current negotiations between Mr Lloyd and 
the unions has been broken. Whether the T.U.C.s 
association with the N.E.D.C. betokens а new 
approach to the problems confronting the United 
Kingdom economy is another matter. 

In its letter of acceptance, the T. U.C. stressed the 
difficulties of its own position, ie. that it has no 
powers of control over member unions, and the 
weaknesses of the Chancellor's alternative proposals 
for dealing with the pay demands, and their impli- 
cations. This was necessary, lest anyone should be 
so naive as to imagine. that the mere fact of the 
T.U.C.s participation in the N.E.D.C. will produce 
а workable solution. What is really disturbing to the 


outsider is not so much these difficulties, real though . 
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they are, but the obvious unreadiness and inability 
of union leadership to convince its membership that 
the present ‘pay pause’, for its all its weaknesses and 
injustices, is at least an attempt to provide a short- 
run palliative to inflation. Sooner or later the rank 


-and file will have to be told that jobs are not held as 


of right, they have to be earned; just as the fact that 
the market is prepared to pay one group of workers 


- 5 per cent more for staying in a particular job does 


not mean that it is prepared to pay the same increase 
to every other section of labour. . | 
With the best will in the world, it is hard to 
believe that the Chancellor's new body will con- 
tribute greatly to the formulation of a realistic policy. 
Recent events make it evident that the absence of 
independent members is a fundamental mistake for 
which, in the long run, the consumer will pay; always · 
assuming that the N.E.D.C. does not follow the 
earlier Committee on . Prices, Productivity and , 
Incomes into oblivion. 


MANAGEMENT PLAY, 


N interesting development in the use of drama- 

in industry has recently taken place. This is the 
presentation of a play to ‘put over’ the advantages 
which may be derived from an O. and M. investiga- 
tion. Called The Rainbow Story, the play tells of the 
reorganization of the office of Rainbow Paints Ltd, 
fictitious manufacturers and suppliers of paints. 
Faced with a situation where office records were 
behind schedule, overtime was the rule rather than 
the exception, deliveries were late, and customers' 
complaints about invoicing and delivery mistakes 
were numerous, the management decides to carry 
out an O. and M. investigation. In five short scenes 
the problem is analysed, ans. the solution is found and 
implemented. 

The play was written by members of the staff of, 
Associated Industrial Consultants Ltd, and it has 
been produced before management audiences in 
Edinburgh and Stirling. It has now attracted attention 
in the United States, and the Stanford Research 
Institute of the International Industrial Development 
Centre, California, has asked for a copy of the script. 
The play is to be produced before management 
groups in California and the script reproduced as an 
appendix to the Institute’s forthcoming manual. 


NEW EUROPEAN EQUIPMENT LEASING 
SERVICE 


PLNS for extending the new service of equip- 
ment leasing into Europe were announced last 
week by Hambros Bank Ltd, Lease Plan International 
Corporation of New York and Cofinindus, S.A., of 
Brussels. They have jointly formed a new Belgian 
corporation called Locabel, S.A., to engage, initially, 
in the leasing of equipment and vehicles to com- 
mercial and industrial companies. Locabel will be a 
similar company to the Equipment Leasing Co Ltd 
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(Еко) formed last August (The Accountant, 
September 2nd), and it is expected that, like Elco, 
it will offer its facilities to selected manufacturing 
companies to complement their sales activities, as 
well as leasing plant and vehicles direct to industrial 
customers in the normal way. 

Locabel management has been trained in American 
leasing methods by the staff of Lease Plan Inter- 
national Corporation, and Locabel's European backers 
will provide the company with a strong introduction 
to local manufacturing communit:es. It is anticipated 
that Locabel and Elco will be the first of many 
new leasing operations concentrated, initially, in the 
principal European and Common Market countries. 

Since the formation of Elco, the company has 
already had an encouraging success. Within the few 
months since its formation, turnover is well in sight 
of the initial target of [2 million a year and it is 
expected that this rate will be exceeded within the 
near future. 


"HIRE-PURCHASE TERM 
UNENFORCEABLE 


% 

N our issue of March 11th last we reported the 
` K Court of Appeal decision in Campbell Discount Co 
Ltd v. Bridge ([1961] 2.Q.B. 445). The defendant has 

now successfully appealed to the House of Lords. 
Under a hire-purchase agreement made in 1959, 
the defendant agreed to take a second-hand car on 
hire-purchase for a total price of £482 10s, the cash 
price being stated at £405. Clause 6 gave the hirer 
an option to terminate the hiring at any time, where- 
upon clause 9 was to apply. Clause 9 provided, inter 
alia, that if the hiring be terminated for whatever 
reason the hirer should forthwith pay all arrears plus, 
‘by way of agreed compensation for depreciation’, a 
further sum which would be sufficient to bring the 
hirer’s total payments up to two-thirds of the hire- 
. purchase price. After paying a deposit and one instal- 
ment the defendant. wrote an apologetic letter to the 
hire-purchase company saying h2 was unable to con- 
tinue the payments. The company sued him for 
£206 3s 4d under clause 9, as well as taking back the 
саг. The Court of Appeal rejected his plea that the 
£206 was a penalty for breach of contract and there- 
fore unenforceable, on the ground that he was not in. 
breach but had simply exercised the clause 6 option. 
The House of Lords has now held, according to 
The Times of January 26th, that "ће defendant’s letter 
did not amount to the exércise cf the clause 6 option 
but was merely an intimation of breach of contract. 
On that footing, the provision in clause 9 was clearly 
a penalty in that while it purported to be for ‘depreci- 
ation’, the amount payable under it actually grew less 
as the car grew older. The case was remitted to the 
County Court with a direction to assess what damages, 
if any, were payable by the hirer to the company on 
the basis that (1) the hirer hed not exercised the 
clause 6 option; (2) the hirer was in breach of con- 
tract; and (3) the sum claimed under clause 9 was 
not'payable. The hirer was also awarded his costs in 
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the House of Lords and in the Court of Appeal as 
from the date of issue of a civil aid certificate on 
August 8th, 1960. 

The opinion was expressed in the House of Lords 
that even if the hirer's letter had constituted an 
exercise of the clause 6 option, the sum payable under 
clause 9 would nevertheless have been unenforceable. 
The purported agreement to pay compensation was 
a mere sham, the reality was that the company was 
stipulating for the interest on its money even if the 
money was not outstanding. : 

It is clear that lawyers who draft the small print on 
hire-purchase contracts will have to tax their in- 
genuity still further if their clients are to avoid the 
stringent provisions of the law designed to protect 
the weaker parties to contracts. 


` IMPROVED OUTLOOK FOR EXPORTS 


МРКО\ ЕР” export markets for British goods were 

forecast by the President of the Board of Trade at 
the end of last week. His remarks more or less coin- 
cided with the announcement that the first stage of 
the ‘pay pause’ would end in March. It is apparent 
that the Government is somewhat more optimistic 
about the economic outlook than it has been since 
the early part of last year. 

Mr Erroll looked forward to a slow improvement 
beginning soon. He was rather less optimistic about 
the market in countries producing primary products 
but he looked forward to an impetus for British ex- 
ports from the continuing trade recovery in the 
United States. Presumably it is also thought that there 
will be a further significant expansion in the market in 
western Europe after the current slight pause. 
Certainly, it is the prospect of the share in this last 
market which this country could obtain on fair trade 
terms which is behind the haste to proceed with 
negotiations on the European Common Market. 

The European Common Merket talks are about to 
enter their second and crucial phase. Over last week- 
end the West German Minister for Economic Affairs, 
Dr Erhard, said that he thought this country could be 
inside the European Economic Community by the 
beginning of 1963 and a call to make this the target 
date has also been put out by a group of German 
industrialists. But for 1962, this country will have to 
try to expand its exports into the E.C.M. without any 
help from tariff disarmament. 


UNEMPLOYMENT AT 2 PER CENT 


It is almost two years, twenty-three months to be 
exact, since the level of unemployment in this country 
came within sight of 2 per cent. In each Ministry of 
Labour region there are more people looking for jobs 
than there are jobs requiring applicants. Unfilled 
vacancies in early January were at their lowest since 
May 1959. The gap between unemployed and unfilled 
vacancies has risen suddenly to over one-quarter of a 
million, Last year at this time unemployment was at 
1:9 per cent. 
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Some of the increase in workless is due to the severe 
weather at the end of December and in early January. 
The building trades have been particularly affected. 
This would perhaps account for the fact that the 
largest increase in unemployment last month was in 
London and the south-east, an area which, along 
with the west Midlands, has for long been particularly 
immune from lack of work. 

"There have also been signs this winter that the lack 
of jobs has begun to affect the young age groups now 
coming on to the labour market for the first time. 
There was an increase of 12,000 in the number of 
unemployed school leavers in December and early 

- January. The largest increases were in the Northern 
Region, North-western Region, Scotland and in 
London. Particularly in the south, however, it does 
not seem likely that thi& will be more than a passing 
phase, 


USING MARKET RESEARCH 


SAMPLE survey made by the British Institute of 

Management recently, indicates that only half as 
much is spent in relation to turnover on market 
research by companies making industrial equipment 
as by those making consumer goods. These results, 
says the Institute, must be interpreted with caution 
because the sample making returns on the question- 
naire were small. 

Nevertheless, the difference of attitude on this 
subject between makers of industrial products and 
those making consumer goods is well known. Whereas 
few large manufacturers in the final consumer market 
now put out a new product without consumer research 
and pilot investigations, many makers of industrial 
equipment are prepared to ‘make first and market 
second'. This has been particularly true of highly 
technical goods. Why this should be so is not easy to 
say. It goes back a long way to the days when there 
was a large craft element in manufacture апі when a 
buyer was expected to know as much about a product 
as its seller. 'T'he idea has come down from those days 
that a good product sells itself, that the lily should 
not be gilded. This attitude was sound enough 
when this country made a large range of industrial 
goods without competition from other countries. 
'Today it is less so. 

Yet the “producer mindedness' of British com- 
panies changes only slowly. It still makes sense to 
many concerns to risk a million pounds in a project 
rather than spend a thousand or two pounds finding 
out if a product has a market, who will buy it and at 
what price. Such surveys as this show clearly that this 
country still has a great deal to learn about knowing 
its market, especially abroad. 


TELEVISION OF THE FUTURE? 


FoR better or for worse, and opinions are clearly 
divided on the point, at least two and probably 
three bodies are destined to transmit to our television 
screens what to the ‘culture vultures’ is no more than 
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the ‘opium of the masses’, or what to the liberty- 
loving individualist merely reflects majority prefer- 
ences in the matter af programmes. It will be for the 
Pilkington Committee on broadcasting to decide- . 
subject to Government approval- the organization 
of our future television industry, but the latest: 
Hobart Paper from. The Institute of Economic 
Affairs! leaves no doubt as to where its authors think 
the choice should lie. ‘Somehow, the majority must 
continue to be allowed to watch what it likes... in 
conditions where increasing provision is made for 
more discriminating viewers’, conclude the three 
authors; which is merely another way of saying that 
we should be preserved from another Reith who 
knows what is good for the public. 

The authors make out a good case for their indi- 
vidual preferences and succeed at the same time in 
giving the lay reader quite a lot of useful background 
information abou: the economics and history of 
television. This is als» its main weakness for the lay „ 
reader because, for all its occasional efforts at object- ^ 
ivity, there is never any doubt that the authors are 
making out a case. Among its thought-provoking 
suggestions is the proposal that the B.B.C. should 
take advertising to obtain the necessary finance for 
the improvement of its programmes, while the 
viewer should be allowed to apportion half of his £4 
licence fee between the television companies accord- 
ing to his preferences. 

Refreshing in these days of conformity as the pro- 
posals of the three authors undoubtedly are, at least 
one commentator feels that they have nowhere fully 
recognized the full implications of their policy. 
Television programmes are not, at least they should . 
not, be aimed solely at selling soap powder. Nor is 


it enough to make ‘some provision’ for the minority. _. 


The real answer is -o improve public taste. This 
could be done by a transformed television service. 


INSPECTOR'S REPORT ON BUILDING 
SOCIETY 
HE final report of the inspector appointed by 
the Chief Registrar of Friendly Societies on 
February 3rd, 1961, to examine the affairs of Lloyds 


. Permanent Building Society was published by 


H.M.S.O. (price 35) last Wednesday. “This final 
report is intended to be read in conjunction with the 
inspector's interim report published on February 
24th, 1961 (The Accountant, March 4th, 1961). 

The inspector comments on the administration of 
the society following Lis interim report and discusses 


in further detail the transactions involving the former 9* 


chairman and associated.company. The final report 
includes an approximate statement of the assets and 
liabilities of the society at June 30th, 1961, which in 


1 ТИ: From Monopoly tc Competition, by Wilfred Altman, 
Denis Thomas and David Sawers. Hobait Paper Мо 15. 
The Institute of Econcmic Affairs, 66A Eaton Square, 
London SW1. Price 7s 6d. 
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the opinion of the inspector represents a reasonably 
up-to-date and reliable assessment of the socisty's 
financial position and may be said to mark the first 
‚ phase of the rescue operation thet has been under- 
акеп by the new board. This statement shows а 
balance surplus of over £75,000, but the inspector 
draws attention to problems involving the adequacy 
of the society's reserves. In reviewing the future 
prospects of the society he also draws attention to the 
position with regard to liquid funds. He pointe out 
that alternatives to the long-term establishment of the 
‚ Society as а going concern on а scund financial 5asis 
are (1) gradually to repay all the shareholders and 
depositors in instalments as liquid funds accrue rom 
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the repayments of mortgages or (2) to effect a trans- 
fer of engagements to another society ; and he goes on 
to draw attention to the problems relating to each of 
the alternatives. 

In conclusion, the inspector says that his further 
inquiries hàve added confirmation to the conclusion 
he reached in his interim report that this was a case of 
a society dominated by one man who regarded it 
virtually as his own private business and who was able, 
mainly because of the good repute of building 
societies in general and the offer of excessive rates of 
interest on shares, to obtain money from the public 
on an ever-increasing scale without regard to the 
essential interests of the investors. 





This is: My Life... 


by Ап Industrious Áccountant 
CHAPTER 109 


| been worried recently about the behaviour of 
our austere and high-principled office manager, 
James. He's been touchy and difficult in dealing with 
his staff and is obviously worried. He has a scrt of 
pent-up desperation in his look, and his hands seem 
shaky. So I called him in for = chat and ри: the 
question straight. What was wrong, and could I be of 


any help? 


* 


Strictly speaking, it was none of my business, of 
course; but he's on my staff, so I preferred tc risk 
a rebuff rather than (0 pass by, Pharisee-like, on 
the other side. I was rather pompous, I'm afraid: still, 
accountants are traditionally as confidential a3 the 
confessional, so he could talk without reserve, if he 
wished. 

He did, as it happened; he came clean. He sturabled 
a bit at first, looking anywhere but at me, thea out 
it came. He was indeed perturbed, he said; he foresaw 
what was almost disaster, his lif» was practica ly in 
ruins; it was . . . a woman. 

As ‘president of the staff social club he has worked 
closely with the committee’s secretary, a massive 
blonde comptometer operator, no longer young, 
known as the Hairpin. At evening meetings together 
they initiated several new projects, James innocently 


& “earnest, the Hairpin briskly co-operative. Now ће 


couldn’t get free of her. She visited his office regalarly 
with club correspondence, she ‘happened’ to meet him 
on the way to lunch and joined his table; she asked 
him for lifts home. . . . His fingers twined convulsively 
as he told of the closing trap. He held nothing back; 
bis spirit was almost broken. 

I was really taken aback; this sort of probleri was 


neither anticipated nor desired. It was typical of 
James’s old-fashioned courtesy that he had found 
himself unable to be brusque or blunt; the situation 
would have presented no trouble to a tougher man. 
We eyed one another in some embarrassment; the 
decision must be his alone. It was dificult to advise 
him on his strategy . . . hearty tactlessness, broken 
appointments, brush-offs . . . but I did my best. A 
week's leave if necessary . . . cruel to be kind... he 
swallowed and nodded. 

We left together for lunch and in the corridor we 


` suddenly met the Hairpin herself, confident, posses- 


sive, in command. ‘Ah, James’, she beamed. ‘Could 
you see me this evening about our Group Holidays 
Abroad scheme? We're offered a 10 per cent cut by 
the agents. You know, we'll really learn to relax апа. 
enjoy ourselves on this trip.” She pressed a sheaf of 
brochures into his hand ; she seemed almost maternal. 

For a moment a strong man's destiny wavered in 
the balance. Then James straightened himself stiffly 
and swung the axe. ‘I’ve decided to cut that scheme 
altogether, Һе said hoarsely. "The orphanage (his 
pet social activity) has asked me to run their outdoor 
activities this summer. It'll take all my time . . . I'll 
pack up the club presidency, of course, I've wasted 
too much time with it.’ 

The victim went sickly white, but she took the 
blow without flinching. She even managed to stammer 
some banter about having a jolly time with the boys 
and girls, before she went on her way leaving James 
the victor — though he didn’t look it. His face was 
puce, his forehead wet. I felt like a butcher myself 
as we parted; I thought of Wilde's line: ‘so each man 
kills the thing he loves’. Somehow the scheme had 
backfired: I had the feeling that the Hairpin had been 
the hardest hit. 

I was still feeling depressed next morning, when 
James came striding in with a new and masterful light 
in his eye. Though a trifle awkwardly, he said: ‘I 
wonder if you'd agree to be my best man? I’ve 
changed my mind.’ 

So in spite of my blundering, it came right in the 
end. But I'll avoid well-meant psychiatry in future. 
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Finance and 
Commerce 


Well Organized 
OW well the chairmen of the big steel com- 
panies organize their publicity! Or was it sheer 
- chance that the accounts of The United Steel 
Companies Ltd (chairman: Sir Walter Benton 
Jones) were followed the next day by the accounts 
of the South Durham Steel & Iron Co Ltd (Mr B. 
Chetwynd Talbot) and by the accounts of Dorman 
Long & Co Ltd (Mr E. 'T. Judge) a day later? 

Fundamentally, of course, it is to the shareholders 
in these companies that their chairmen report. Sir 
Walter, of United Steel, addresses himself specifically 
to the nearly 50,000 shareholders of the company. 
His statement, he says, is 'an endeavour to examine 
in every man's language the factors which may 
determine the prospects of steel-meking in the next 
few years’. : : 

Steel, of course, is one of the country’s key 
industries; its activity has a direct bearing on the 
national economy; and while run by private enter- 
prise, it is subject to control exercised by the Iron 
and Steel-Board. So there is a very decided difference 
of opinion as to what, in the public and national 
interest, should be aired. 


Under Capacity 

Mr Talbot, whose South Durham accounts provide 
the subject of this week’s reprint, shows how the 
industry gave its support to the creation of an Iron 
and Steel Board during the introduction of the 
1953 Iron and Steel Act — which returned steel 
from public to private ownership. Up to the early 
months of 1959, he says, the Board and the industry 
worked in harmony to improve efficiency, to en- 
courage development, and to ensure that reasonable 
margins were secured between production costs and 
selling prices for purposes of finance and avoidance 
of over-heavy borrowings for development purposes. 


But, it appears, this harmonious relationship has 


since ‘greatly deteriorated’. 

The Board, Mr Talbot says; insists that go per 
cent of potential capacity should be taken as the 
yardstick in assessing the prices of steel products 
whereas the industry is down to 75 per cent of 
capacity working —a position which may continue 
for an indefinite period. 

At the end of 1960 and during 1961, the demand 
for steel weakened. From a record ingot production 
of 24,305,000 tons for 1960, the final estimate for 
1961 production is 22 million tons and for 1962, 
it is reckoned, the figure is unlikely to exceed 21:5 
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million tons. The position for steel producers is 
worsened by the tendency of consumers to draw on 
stocks when demand declines. Steel stocks in this 
country held by consumers and merchants, points 


about thirteen weeks’ production. 


Rising Costs 
While the Iron and Steel Board limits the credit side 


of the profit and loss account, the debit grows heavier. 
Mr Telbot reminds shareholders of his words 


‘out Sir Walter, of United Steel, are equivalent tof 


twelve months ago to the effect that the Ministry of | 


Power's ‘policy of appeasement’ in accepting the 
National Coal Board's demands for higher coking 
coal prices was not only of a discriminatory nature 
but was bound to have 'serious reflections on the 
earning capacity and the future competitive ability 
of the industry in export markets’. Then there was 
the fuel oil tax in the 1961 Budget (which Mr Judge, 


of Dorman Long, points out, put 8s a ton on фед. 


price of finished steel); these two ‘misguided and ill- 
judged decisions’, says Mr Talbot, put something 





SOUTH DURHAM STEEL & IRON COMPANY 
; d LIMITED 


Profit and Loss Account for the year ended 30th September, 1961 















































Pet I 220 
Trading Prcfit (gross) . 7,063,154 8,066,717 
Add: ` Р 
Dividends from Trade Investments (gross) 27 27 
Dividends from other Investments (gross) ` 24,808 21,717 
7,087,989 8,088,461 
Deduct: m 
Directors’ Fees (See also Note 1) 9,500 9,000 
Audito-s’ Remuneration Р A i БЕ 3,500 2,500 
Staff Pensions and Life Assurance Schemes 57,079 54,335 
- Workneen's Pensions and Life Assurance Schemes 122,438 103,071 ` 
Provision for Supplementary Non-Contributory 
Pensions . Е . А š Е P 35,000 35,000 
Debenture Stocks Trustees’ Remuneration 1,391 1,483 
Depredation. š š М s A 2,175,000 1,850,000 
interes: on 5} per cent. Debenture Stock 155,755 157,500 
Interes: on 6 per cent. Debenture Stock . 251,357 367,385 
interest on Bank Lean . ç š ç 5: 720,308 283,78! 
interest оп F.C.l. Loan E . Ñ . 1,435,000 41,700 
. 4,966,328 3,605,755 
Profit befor2 Taxation 2,121,661 4,482,706 
Deduct: i 
Taxation (Note 2) . р š š $ i 200,000 250,000 
Amount accruing from Investment Allowances 
transferred to General Capital Reserve 900,000 2,000,000 
1,100,000 2,250,000 
- Balance of Profit after Taxation and Transfer to 
Genera Capital Reserve я " К . 14021,6601. 2,232,706 
Deduct: : 
Dividends paid and recommended, less income ' 
tax (Note 3) . s у " Я . 849,390 1,010,908 
Profit retained  . . i . š š š 172,271 1,221,798 
Transfer со 5} per cert. Debenture Stock Sinking 
Fund Reserve м . и Е 60,000 — 
ë 112,271 1,221,798 
Transfers to Reserves . . — 1,200,000 
Unappropriated Profit. 0... 112,271 — 21,798 
Balance brosght forward from previous year 185,688 163,890. 
Balance of Profit carried forwa-d at 30th September, A 
1961 "ES . казе ia А . . 297,959 185,688 
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like £20 million on iron and steel production costs 
and the additional consequential increases for 
electricity and other consumables added £7 million. 
Another firj million was added by the wage 

Yincrease and working hours alterations negotiated 
twelve months ago. With other items, including the 
increased cost of State insurance, he puts the 
industry's extra burden at £40 million a year, repre- 
senting a steel production cost increase in excess of 
355 a tom 


Complexities 
All three chairmen state firmly that the Iron and 
Steel Board is acting far too much in arrear. Mr 
Judge points out that the 1 per cent increase in steel 
prices allowed in June 1961 was far less than the 
higher charges for coal and labour which the industry 
had already been carrying for more than six months. 
In fact, says Mr Judge, the selling price of beams and 
.heavy sections (Dorman Long is very much in the 
heavy side of the industry) is actually 12s a ton 
lower than at the end of 1959. He maintains that the 
Board, in restricting the June 1961 price increase, 
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must have been influenced by the high level of trade 
in heavy steel earlier in the year. At the same time, 
the Board suggested that by speedier technological 
advance, the industry could reduce costs. 

On that point, the Board touches the industry's 
price. Mr Judge maintains that the industry has 
consistently shown a high degree of responsibility 
in striving for improvement in efficiency and pro- 
ductivity. In the last fifteen years it has absorbed 
a large part of the increased cost of raw materials 
and higher wages. 

One thing the three chairmen's statements un- 
doubtedly do is to highlight the difficulties in overall 
economic planning. Тће Iron and Steel Board is a 
Government-sponsored body which has to live with - 
State-owned enterprise such as, for example, the 
National Coal Board. And a coal industry credit is a 
steel debit. | 

How the price-fixing problems will be resolved, 
the steel chairmen would obviously like to know. 
What will happen if Britain enters the Common 
Market, which has its own coal and steel regulating 
authority, is an added complexity. 





CITY NOTES 


HIS year is already living up to the popular fore- 
cast of a year of big-scale merger and take-over 
operations. The Courtaulds-I.C.I., Charringtons- 
United Breweries, British Shoe Corporation-Saxone 
Lilley & Skinner, and Consolidated Zinc-Rio Tinto 
"operations have all come about in the first month of 
7 the year. ` 
. Only the Courtaulds-I.C.I. affair has developed 
into a take-over ‘battle’ as distinct from an agreed 
+ merger. The operations have a common theme in the 
alleged need to establish larger units in competitive 
industries. 

Despite the trend towards industrial mm in 
the past decade, there is, of course, room for further 
development on those lines and possibly at an acceler- 
ated pace. Just as increasing competition and narrow- 
ing profit margins makes any individual company 
look more closely at its costs, so the two factors also 
tend to underline an industrial view that there is 

«probably greater safety in fewer numbers. 

For the stock-markets, news of major mergers 
provides escape from markets which singularly fail 
to develop any trend for any length of time. A week 
of rising prices is followed by a week of falling values 
without, apparently, any alteration in factors under- 
lying the market position as a whole. 


у RATES AND PRICES 
Closing prices, Wednesday, January 31st, 1962 


Tax Reserve Certificates: interest rate (25.11.61) 3196 


Bank Rate 
Nov. 20, 1958 4% Dec. 8, 1960 596 
Jan. 21, 1960 595 July 26, 1961 796 
June 23, 1960 6% Ос. 5, 1961 64% 
Oct. 27, 1960 53% Nov. 2, 1961 6% 
Treasury Bills 
Nov. 24 £s 7s 9'4od% Dec. 29 $5 8s o'72d 55 
Dec. 1 £5 7s rod% Jan. 5 £5 8s 7:814 9, 
Dec. 8 £5 65 5 344% Jan. 12 £5 8s 6:034% 
Рес. 15 £5 6s 4'834% Jan. 19 65 6s 2c35d 
Dec. 22 £5 75 3'184% ` Jan, 26 £5 45 10'06d 5; 
Money Rates | 
Day to day 43-53% Bank Bills 
7 days ` 41-5826 2 months 51-515 % 
Fine Trade Bills 3 months 515% 
3 months 63-73% 4 months 54-5 ts % 
4 months 62-74% 6 months 5i—5896 
6 months 7-8% 
Foreign Exchanges 
New York 2:81$- 4; Frankfurt 11:23$-$ 
Montreal 2:941-$ Milan 17451-61 
Amsterdam 1016-1 Oslo 20:031-041 
Brussels 139-971 Paris 137781-3 
Copenhagen 19°35$-°36} Zürich 121 34—14 
Gilt-edged | 2 
Consols 495 59$ Funding 3% 59-69 83} 
Consols 2396 39 Savings 3% 60-70 79 xd 


Savings 3% 65-75  7odixd 

Savings 22% 64-67 857 

Treasury 54% 2008-12 oP 
3 


Conversion 5196 1974 92 
Conversion 5% 1971 
Conversion 34 % 1969 85 
Conversion 34% 53% Treasury 5% 86-89 


Exchequer 54% 1966 98% ‘Treasury 34% 77-80 79 
Funding 54% 82-84 908 Treasury 34% 79-81 6848 
Funding 4% 60-90 89i Treasury 24% 39 
Funding 34% 9¢-04 581 Victory 4% 928ха 
Funding 3% 66-68 83% War Loan 34% 53 Ћ 
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Inland Revenue 
Extra-statutory Concessions 20K 


In Operation at December 31st, 1960 


We reproduce, by permission of the Controller of H.M. Stationery Office, Appendix X 
to the 104th report of the Board of Inland Revenue for the year ended March 31st, 
1961, showing changes in the extra-statutory concessions, the full list of which was . 
published in the Board's 103rd report and reproduced in ‘The Accountant’ of 
February 4th, 1961. The concessions are of general application, but it must be borne 
in mind that in a particular case there may be special circumstances which will 
require to be taken into account in considering the application of the concession, 


ADDITIONS ТО THOSE PUBLISHED 
IN THE BOARD’S 103rd REPORT 


INCOME TAX 


35. Double Taxation Relief: Income consisting 
. of royalties and ‘know-how’ payments 


Payments made by a person resident in an overseas 
country to a person carrying on a trade in the United 
Kingdom as consideration for the use of, or for the 
privilege of using, in the overseas country, any 
copyright, patent, design, secret process or formula, 
trade-mark or other like property may in làw be 
payments the source of which 1s in the United King- 
dom, but are nevertheless treated for the purpose 
of credit (whether under Double Taxation Agree- 
ments or by way of unilateral relief) as income arising 
outside the United Kingdom except to the extent 
that they represent consideration for services (other 
than merely incidental services) rendered in this 
country by the recipient to the payer. 


36. Annuities paid by approved superannuation 
funds 

Where an annuity paid out of a superannuation fund 
approved under section 379 of the Income Tax Act, 
1952, is, by virtue of a direction made under section 
379 (2), assessable on the annuitant under Schedule 
E, relief for the standard rate tax which, but for the 
direction, would be deductible from the annuity is 
. allowed against tax borne by the fund on its non- 
exempt income. 


37. Capital allowances for agricultural buildings 
and works 


For the purposes of the agricultural capital allowances 
under section 314, Income Tax Act, 1952, and of 
the agricultural investment allowance under section 
16 (5), Finance Act, 1954, ‘husbandry’ is treated as 
including any method of intensive rearing of live- 
stock on a commercial basis for the production of 
food for human consumption. 


ALTERATIONS TO THOSE SHOWN 
IN THE BOARD'S rogrd REPORT 


INCOME TAX 
5. Maintenance of property 


The part of the concession described in paragraph (d) 
was made statutory by section 72 of the Finance Act, 
1960. 


9. Management expenses 


The part of the concession described in the first 
sentence of the second paragraph was made statutory 
by section 72 of the Finance Act, 1960. The conces- 
sion should now read: 

‘Under sections 425 and 438 of the Income 
Tax Act, 1952, life assurance companies, etc., 
which are charged to tax on interest, etc., by 
deduction or otherwise, and not on profits underg- 
Case I of Schedule D, are entitled to claim repay-'s, 
ment of tax on management expenses. The net 
annual value of premises owned and occupied 
for the purposes of such a business is also treated 
as a management expense.’ š 


DELETIONS OF 'THOSE SHOWN 
IN THE BOARD'S 103rd REPORT 


INCOME TAX 


24. DOUBLE TAXATION RELIEF: DEDUCTION OF UN- 
RELIEVED OVERSEAS TAX 

This concession has lapsed as a result of the introduc- 
tion by the Finance Act, 1958, of a uniform rate of 
profits tax which is not affected by the way the profits. 
are applied. | g 


STAMP DUTIES 
6. CHEQUES 


'This concession was made statutory by section 74 
of the Finance Act, 1960. 
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Correspondence 


ŞO Letters must be authenticated by the rame and address of 
the writer, not necessarily for publication. The Editor does 
not necessarily agree with, or hold himself responsible for, 

the opinions expressed. 


The Training of Accountants 


Sm, – Professor Baxter’s article in your issue of 
January 20, seems to be.the first public evidence 
of concern for the future quality cf accountants, and 
it is a great pity that this approach has had to come 
from outside the Institute. 

Apart from one or two relatively insignificant new 
departures, and about the same number of ventures 
by education authorities, the training of accountants 
seems to stand where it was about forty years ago, 

-Fand to depend on correspondence courses and evening 
study. 

I am not aware of any other profession or trade in 
which the training of the young articled clerks, or 
apprentices, is so casually regarced by its council, 
and one may have the uncomfortable feeling that 
too much of the explanation lies in Professor Baxter’s 
words ‘if articled clerks are to attend day-time 
courses, this time will be lost to their employers’. 
The combination of practical instruction and day- 
time tuition given to engineering apprentices con- 
trasts sharply with the out-of-date state of things 
among articled clerks in accountancy, although the 
Council of the Institute may regard it as adequate 
for the production of qualified audit clerks. 

It would be a pity if the solucion has ultimately 

-pto be sought outside action by the Council, but even 
that would be preferable to waking up to find that 
the solution is being sought outside the Institute. 

D Yours faithfully, 


Hatton, Warwicks. J. E. ROWE, F.c.a. 


Sir, — Professor Baxter’s article (January 2oth issue), 
referring to the -academic side of an accountant’s 
training brings up the question cf those who are to 
teach. He says about the teacher, ‘He should be a 
qualified accountant with sound experience.’ I quite 
agree and expect no contradiction when I say that 
only practising members of the profession and those 
employed by them, will be receiving current ex- 
perience and should be the best teaching material. 

I cannot, however, visualize many practising 
accountants setting out to become professional 

lecturers as part of their norma: work, due to the 
unfortunate lack of financial induzements. 

A full-time lecturer employed by a university or a 
technical college receives a salary rising to £1,950 
per annum (about a 1,400-ћошг year) — more if he 
is a senior in his department — but the professional 
accountant who must pay his usuel office overheads is 
offered a remuneration of about 315 6d per lecturing 
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hour and nothing at all for the hours of preparation 
and travelling, or for his direct expenses. 

'The district society of which I am а member has 
for many years organized léctures for articled clerks 
and has paid lecturers at a much higher rate per 
lecturing hour. Even so, the net reward is inadequate 
compared with that received by a full-time lecturer . 
or members of other professions. 

The small remuneration is, I think, due to the 
following causes: 

(1) Students expect first-class tuition at a low fee 
and the organizing body cannot afford to pay a 
proper remuneration to lecturers. 

(2) Newly-qualified accountants whose need for 
money is urgent are encouraged and pleased to 
lecture, but as their financial position improves 
give up because it becomes no longer worth 
while. Consequently there never are any pro- 
fessional accountants who are also professional 
lecturers. 

(3) Low rewards appear to be the accepted thing 
where practising accountants are concerned. 

My remedy would be to pay the good lecturers 
very well and encourage the development of a pro- 
fessional, rather than an amateur, class of lecturer. 
This would necessitate a considerable increase in the 
cost to students, but if the scheme is ever to succeed 
someone will have to pay and it cannot continue to 
be the practising accountant working for a meagre 
reward. Yours faithfully, 

EX-LECTURER (F.c.a.). 


Sin, – In his plea for higher standards of academic 
training for chartered accountant students, Professor 
Baxter is absolutely right. 

The prestige of our profession will surely suffer in 
the second half of this century unless a high propor- 
tion of our members are university graduates. 

The skills called for in all professions are becoming 
greater every day and accountancy is no exception. 
Members of the Institute, in addition to their profes- 
sional work, supply a high proportion of industrial 
and commercial management. This situation will not 
continue unless tomorrow's chartered accountant is 
academically on the same plane as the graduate 
engineer, the lawyer, the physicist, etc. 

Furthermore, the practising chartered accountant 
will find it hard to command the same respect that 
he has been used to when he finds himself dealing 
with clients whose businesses are managed by 
graduates, as will surely be the case. 

Yours faithfully, 
Greenford, Middlesex. L. R. PRICE, F.c.a. 


Decimal Currency 
Sir, – May I congratulate, through your . columns, 
the correspondent who wrote on the subject of deci- 
mal coinage advocating the 'crown' as a basic unit 
(January 2oth issue). Apart from the advantages of 
the scheme itself, the term is far preferable to ‘rand’, 
‘weal’, etc.; in fact it would be reintroducing a coin 
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and word once in common use. It would also bring 
the United Kingdom into line with the Scandinavian 
countries who also have the ‘crown’ as their main unit 
and like ourselves are still monarchies. 

Yours sincerely, 

Cardiff. _ E. F. CHUBB. 
Бак, — I think Mr Saxon has some useful suggestions 
(your issue of January 2oth)- although if there is 
printed money in the case of the 'crown', we shall 
have ‘walletfuls’ of it — but why, oh why, must ће 
use the terms dime, nickel and cent? There are several 
Anglo-Saxon (!) alternatives. 

Yours faithfully, 
K. R. P. 


Dickensian Accountants 


S18,- Your contributor, ‘An Industrious Accountant’, 
is less than fair to Charles Dickens in Chapter 105 of 
his amusing adventures. 

In Little Dorrit, a certain Mr Meagles, described 
as "а retired banker of benevolent disposition', most 
certainly assumes the role of an investigating account- 
ant when his friends Doyce and Clenham are con- 
sidering entering into partnership. Let Mr Meagles 
speak for himself when he says in Chapter 23: 


| ELECTRONICS IN THE OFFICE 


ACCOUNTANT 


February 3rd, 1962 


"Well, Clenham, this business-like obstacle sur- 
mounted, he then stipulated that before resuming 
with you I should look over the books ага form my 
own opinion. I looked over the books end formed 
my own opinion. “Is it, on the whole, for or against?" . 
says he. “For,” says I. “Then,” says he, “you may’ 
now, my good friend, give Mr Clenham the means 
of forming his opinion. 'T'o enable him to do which, 
without bias and with perfect freedom, I shall go 
out of town for a week." And he's gone.' 

Mr Doyce's book-keeping proved to be peculiar, 
but in “a certain honest rugged order', with the result 
that 'three or four days' steady application rendered 
Clenham master of all the essential facts’. Не and 
Mr Meagles then agreed on the sum it would be fair 
to offer for a half-share in the business, and as this 
proved to be slightly more than the proprietor's own 
valuation, matters were soon concluded to their 
mutual satisfaction. | 

It was Mr Meagles, too, who later in the book 
acted. in the accountancy role of a ‘businzss doctor’ 
when he rescued the partnership from the urn-* 
fortunate results of Clenham's speculation in the 
bogus Merdle group of companies, and succeeded in 


putting it back on its feet. 


Yours faithfully, 
В. C. V. TACEY. 


Leicester. 


. Bank Mechanization 


EPRESENTATIVES from United Kingdom 

banks and computer manufacturers attended a 
two-day symposium in London from January 17th – 
18th on ‘Electronic Aids to Banking’, held under the 
auspices of The Institute of Electrical Engineers in 
co-operation with the Electronics Subcommittee of 
the London Clearing Banks. 

Over the past year or two banks have installed their 
first computers and electronic cheque sorters, but a 
number of operational problems remain to be solved. 
The symposium enabled a valuable interchange of 
knowledge between bankers and electronic engineers. 
It is interesting to note that among the United 
Kingdom banks, Westminster Bank have ordered a 
Ferranti Pegasus data-processing system, Barclays 
an EMIDEC 1100 computer, Lloyds a computing 
system based on three IBM 305 RAMAC computers 
and the Midland, an English Electric KDPro. 
Criticism has been levelled at the banks for slowness 
on their part in making use of electronic computers. 
This is rather unfair, however, considering the com- 
plexity of the branch system and the security con- 
siderations involved in their work. 


Accounting Aspects 
Tn a paper entitled “Accounting aspects of computer 
operations in banks', Mr R. Hindle, of Martins Bank 
Ltd, pointed out that the basic need for electronic 


aids in banking is in connection with the operation of 
customers' current accounts, but the fact that there 
were many other purposes for which such equipment 
could be employed should not be overlooked. 'T'hi 
was a matter of time-sharing rather than ана 
Чоп. The current-account operation was fundament- ` 
ally a very simple accounting process, but complica- 
tions arose owing to the need for careful control and 
the need for protection against errors either accident- 
ally or deliberately and fraudulently produced. 


There. were technical problems of input which 
required attention. Banks required machines which 
were capable of interpreting accounting data into a 
language that the computer could accep:. If these 
machines were to be installed in the computer centre 
it would be necessary either to move the vouchers 
themselves from the receiving branches to the centre 
or to provide some intermediate interpretation. Тһе 
former practice, he said, was essential in the case of 
automatic reading devices and the lattér was.frowned 
upon because it would increase the potential fora. - 
errors. “There are strong objections’, Mr Hindle“ 
declared, “to the movement of vouchers away from 
the zeceiving office, and this also implies slower 
methods of communication, which could severely 
limit the area covered by a centralized scheme and so 
perhaps inhibit the use of larger and more economic 
computers'. | 
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Mr Hindle stated that the engineer who provided 
the equipment for banks and mairtained it in opera- 
tion should understand the very different nature of 
commercial, and especially banking, needs as com- 

£ pared with scientific needs. He should not be misled 

' into the belief that because the mathematical needs 
were simple the operation was simple. The com- 
plexity of input and output requirements and the 
number of variants needed in the `nternal processing 
would make the programming demands intricate and 
extensive. 

The banks, he said, had exhibited their faith in the 
application of computers to their work and though in 
these early days there was some divergence of views 
as to the methods to be adopted, there was also a 
spirit of co-operation between the banks. 


Links between Branches 


Mr J. G. Sauvage, of Barclays Bank Ltd, commenced 

-phis paper on branch communications by stating that 
there were two main reasons for banks wishing to 
avail themselves of advanced techniques in communi- 
cations. Тће volume of work in all banks was increas- 
ing: more people were opening banking accounts and 
those who already had accounts were using them 
more. If the payment of wages by cheque became 
an established practice the increase in business would 
be greatly accelerated. The secord reason, he said, 
was the advent of very much faster methods of data 
processing, which required rather more work than 
was contained in a single branch to make for economic 
installation. 'The centralization of at least the ledger 
work appeared to be the only answer. Whilst central- 
ization gave the banks the opportunity of employing 
large-scale electronic data-processing systems, it also 

- presented them with a new problem — communication 

„у between branch and centre, веш пр information to 
the computer and maintaining am adequate flow of 
information back to the branches. 

After a brief description of some installations of 

. communication equipment in his own bank, Mr 
Sauvage dealt with the links betw2en branches and a 
central book-keeping unit. 

Tf ledger-posting information, ће said, was punched 
on to cards at the branches it was possible either to 
send the cards to the centre, or to use telepunch 
equipment and duplicate the branch cards over a 
telegraph line to the centre. Simi arly, if the ledger- 
posting details were punched on to paper tape, the 


tape could be transported to the centre or could be 


transmitted over line. 


‘We have been working on an information-transfer 
: € system of this kind for some years. First we were 
` using tape-to-card and card-to-tape equipment 
associated with standard Creed equipment and 
developments led us to our present position, where 
we have a computer installation at the centre of a 
telegraph network. 
“In our branches we are punching five-channel 
paper tape as a by-product of a journal operation. 
Into this tape the information necessary for ledger 
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posting is punched. 'T'his entails a brief description. 
of the item, a cheque serial number or a symbol to 
indicate a non-cheque item, the customer's account 
number and the sterling amount of the item together 
with an indication of whether it is a debit or a credit 
to the account. 'T'his tape is fed through a standard 
teleprinter circuit and a duplicate tape is re- 
perforated at the centre, to form the input to an 
electronic data-processing system. 

‘As output from the computer we are using a 
high-speed tape punch and transmitting the infor- 
mation over the lines again to operate character-at-a- 
time piinters in the branches.’ 


Mr Sauvage said that, with present banking 
routines, the cheque itself is the authority to debit an 
account and there was not a great deal of advantage in 
sending information long distances without the 
authorization. The possibility of transferring funds 
about the country on a sort of telegraphic transfer 
basis should not be entirely ignored, however; there 
had been very considerable changes in the last few 
years in banking and there would doubtless be greater 
changes in the future. 


Document Handling and Character 
Recognition 
In a paper dealing with character recognition, Mr L. 
Temple, of Lloyds Bank Ltd, said that the popular 
concept for some years was that the cheque would one 
day carry some form of positional coding to indicate 
the branch on which it was drawn, and automatic 
equipment in the clearing departments would sort the 
cheques to code order prior to dispatch to branches. 
This requirement, he remarked, was coincident with 
the development of reading, on the basis of shape 
recognition by either optical or magnetic means, 
characters which may be described as ‘exaggerated’ 


: arabic in style. The particular choice of style to be 


used as a standard had become known as the ‘common 
language'. 

After dealing with the decision of the London 
Clearing Banks to adopt the American Bankers' 
Association stylized characters, known as E-13B, with 
the characters to be printed on cheques in magnetiz- 
able ink. Mr Temple went on to say that the magnetic 
ink character-recognition programme represented a 
collective act of faith by the banks to the benefit of 
automatic document handling and ultimately book- 
keeping. He added: | 


"We may enjoy the benefits of magnetic-ink 
character-recognition to a far greater degree than 
the United States does because of our more highly 
integrated clearing system. We shall never reach the 
stage where every small branch imprints the mag- 
netic amount on cheques it collects, but this could 
well be done in regional centres if not in the main 
clearing departments.’ | 


Communications Aspects 


Messrs А. C. Furneaux and P. R. Morrison, of 
Creed & Co Ltd, said in a paper on communication 
aspects, that when contemplating the problems of data 
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processing, one of the major aspects to be considered 
was that of communications. 

Apart from the necessity to provide very high- 
speed transfer of data, it was important, the authors 
said, to consider ways and means of detecting and 
correcting errors that inevitably find their way into 
any system. There had been many successful methods 
developed to ensure that original information is 
transposed into a suitable error-free form for trans- 
mission to distant data-processing centres, where it 
may be fed directly into computers without further 
human reprocessing. This, they said, had involved 
the development of new electrical codes in which 
particular attention had been paid to more logical 
combinations that may be automatically checked at 
various points in the system, to ensure that no errors 
are fed into the data-processing equipment. Present 
trends in this field appeared to favour perforator paper 
tape as a medium for the production of data in a 
suitable form both for transmission and as input and 
output for the data-processing equipment. This was 
because paper tape is cheap, can record information 
in a visible form that operators could read, and also 
provided a permanent record that may be easily 
stored for long periods. 

The authors concluded by saying that experience 
during the past few years had shown that standardiza- 
tion of equipment was not at present entirely practic- 
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able since every system had to be individually designed 
to suit each organization, and it was of major import- 
ance to plan a system’ on an overall basis rather 
than to build it around a computer. 


Television Document Transmission 


Messrs I. M. Waters and J. W. Gamble, of Pye 
T.V.T. Ltd, described how television is used in 
banking where a reasonably detailed picture is 
wanted immediately over a not excessive distance, for 
direct viewing rather than for producing a permanent 
record. The application of television in this field 
resolves into two parts: the provision of ‘equivalent’ 
that will convey the data in sufficient detail, and the 
transmission of the signals from point to point 
economically. 

Examples in banking, they said, were the distribu- 
tion of information from a central office to sub- 
branches, and the certification of the signatures of 
cheques presented at the sub-branches by comparison 4- 
with specimen signatures at the central office. 

A typical bank installation was in Manchester 


where three branches of a bank are connected to the 


central office by Post Office equalized coaxial tube. 
Customers wishing to study their statements do so on 
a fourteen inch picture monitor in a small private 


room. 


Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The Institute is to hold a banquet іп Guildhall (by 
petmission of the Corporation of London) on the 
evening of May 3rd, the day of the Institute's annual 
meeting. Members of the Government and representa- 
tives of overseas accountancy bodies are being invited. 
As accommodation is limited, however, it will not be 
possible on this occasion for members to bring their 
ladies or other guests. 

Notices regarding the banquet have been circulated 
to members with a reply card which is required to be 
returned by February 28th. There will be a ballot for 
places in the event of applications exceeding the 
seating capacity. 


PROFESSIONAL NOTICES 


Messrs MIpGLEY, SNELLING & Со, 


Chartered 


Accountants, of London, and Messrs ALBERT HILL & 
Co, Chartered Accountants, of Douglas, Isle of Man, 
announce that they have entered into partnership and 





formed an Isle of Man firm which will practise at 
Kensington House, Rosemount, Douglas, Isle of Man, 
under the firm name of Mincey, SNELLING, Нил. & — 
Co, Chartered Accountants. с 


x 
Messrs E. А. RADFORD, Epwarps -& Co, Chartered ^ 
Accountants, of 52 Brown Street, Manchester 2, 
announce that on January 31st, 1962, Mr GERALD 
WHITTAKER, F.C.A., retired from the partnership after 
forty-five years’ continuous full-time service with the * 
firn. He will still be available for consultations with 
his old clients by appointment. Mr D. A. SUTHERLAND, 
A.C.A., a senior member of the staff, who served his 
articles with the firm, has been admitted as a partner 
as from February ist, 1962. The practice will continue 
to be carried on under the same style. 


Messrs Norman F. Kirsy & Со, Chartered 
Accoantants, of 3 Church Street, Colchester, announce 
that Mr WILLIAM MARSHALL, Е.С.А., has been taken 
into partnership. At the same time Mr Norman F. 
KIRBY, F.C.A., retired as a partner, but has agreed to 
be available for consultation. 

A 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





Ееђтиату Зта, 1962 


IRON AND STEEL BOARD CHANGE 


Mr R. W. Foad, F.c.a., Director of Finance of the 
Iron and Steel Board, has been appointed Executive 
Member of the Board in succession to Sir Robert Shone, 
y following Sir Robert's appointment as Director-General 
'of the National Council for Economic Development. 


ACCOUNTANT M.P. NOT TO SEEK 
RE-ELECTION 


Mr Geoffrey Stevens, F.c.A., Conservative Member of 
Parliament for the Langstone Division of Portsmouth, 
has decided not to seek re-election owing to increasing 
deafness. Both his father and brother suffered from 
deafness from a comparatively early age, and Mr 
Stevens has advised the executive committee of the 
local Conservative Association that it is clear that he 
cannot continue his Parliamentary work. 

A partner in the firm of Pannell, Crewdson & Hardy, 
Chartered Accountants, of London, Mr Stevens was 
first-elected in 1950 and increased his majority at each 
succeeding election. He is Chairman of the Income 

- Tax Payers’ Association. 


THE ASSOCIATION OF CERTIFIED AND 
CORPORATE ACCOUNTANTS 


President’s Luncheon Party 


The President of the Association, Mr G. L. Barker, 
F.A.C.C.A., gave a luncheon at the House of Commons 
last Tuesday. Among the guests were: 

The Rt Hon. Richard Wood, M.P. (Minister of Power); 
Mr Anthony Barber, M.P. (Economic Secretary to the 
Treasury); Mr P. E. О. Bryan, р.5.0., М.Р. (Parliamentary 
Private Secretary to the Minister of Defence); Sir Donald 
Kaberry, м.р.; Mr Maurice MacMillan, M.P.; Mr J. E. 
Ramsden, M.P. (Parliamentary Under-Secretary of State 
for War); Мг W. J. Taylor, с.в.в., M.P. (Parliamentary 
Under-Secretary of State for Air). 
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The Rt Hon. R. H. Turton, P.C., М.Р.; Mr Marcus 
Worsley, J.P., M.P. (Parliamentary Private Secretary to the 
Minister of Health); Messrs William Clark, M.P., F.A.C.C.A.; 
M. Coulson, м.р.; J. Hiley, M.P.; G. A. N. Hirst, M.P.; 
John Howard, M.P., F.c.4.; T. P. G. Kitson, M.P. 

The Lord Latham, J.P., F.A.C.C.4.; Messrs C. B. Long- 
bottom, M.P.; J. H. Osborn, м.р.; G. W. Proudfoot, ме.; 
Colonel Sir L. Ropner, M.P.; Messrs M. N. Shaw, Ј.Р., 
M.P., F.C.A.; Geoffrey Stevens, M.P., F.C.A.; Colonel Sir 
Malcolm Stoddart-Scott, м.р.; Mr A. Tiley, м.р.; Major 
P. H. B. Wall, M.P., and Mr J. Winning. 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


President's Luncheon 


The President of The Institute of Cost and Works 
Accountants, Мг Е. M. W. Hird, F.c.A., F.C.W.A., gave 
a luncheon party last Wednesday at the Royal Station 
Hotel, Newcastle upon Tyne. Those present were: 
Colonel E. G. Angus, C.B.E., M.C., T.D., D.L., J.P. (Chair- 
man, George Angus & Co Ltd); Mr R. Barras; Mr H. A. 
Butler; Colonel R. T. Edwards, A.F.C., Т.р. (Managing 
Director, Caterpillar Tractor Со Ltd); Mr J. Gerrard 
(President of the Tyneside Chamber of Commerce; Managing 
Director, Wright Anderson & Co Ltd); Mr E. J. Hunter, 
C.B.E., J.P. (Chairman, Swan Hunter & Wigham Richardson 
Ltd); Mr E. Jarvis; Mr W. S. Paulin (Managing Director, 
Donkin & Co Ltd); Dr W. Reid (Chairman, Durham Divi- 
sion, National Coal Board); Mr J. Shields; Mr R. W. 
Wilkinson; Mr Derek du Pré (Secretary of the Institute). 


HUDDERSFIELD ACCOUNTANTS' DINNER 
'The annual dinner of the Huddersfield Branch of 
'The Leeds, Bradford and District Society of Chartered 
Accountants was held at Whiteley’s, Westgate, 
Huddersfield, on January 24th, and was attended by 
over 160 members and guests. The toast of “The Insti- 
tute’ was proposed by Mr L. J. Russell, President of 
the Huddersfield Incor- 
porated Law Society, and 
was responded to by Mr J. 
S. Heaton, Е.С.А., President 
of the Society. 

Pictured at the dinner are 
(left to right): Mr L. J. 
Russell, President, Hud- 
dersfield Incorporated Law 
Society; Mr С. р. 
Warrington, F.C.A., Chair- 
man of the Branch; Mr 
I. F. Halliday, A.C.A., Chair- 
man of the Huddersfield 
Students' Society; Mr J. S. 
Heaton, F.C.A., President of 
The Leeds, Bradford and 
District Society of Chart- 
ered Accountants, and Mr 
R. E. Hinchliffe, A.C.A., 
Honorary Secretary of the 
Branch. 
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IN PARLIAMENT 
South Africa: Double Taxation Agreement 


Mr L. 'T'HoMas asked the Chancellor of the Exchequer 
whether he will take steps to ensure that after May 30th, 
1962, when the Republic of South Africa (Temporary 
Provisions) Act ceases to have effect, credit will be due 
to United Kingdom shareholders in a South African 
company for South African tax paid on the company's 
profits. 

Mr ВАЕВЕЕ: The draft of a revised double taxation 
agreement between South Africa and the United 
Kingdom was initialed in Cape Town by officials 
of both countries on January 15th, 1962 [The Account- 
ant, January 20th, 1962, page 83]. The draft agreement 
contains a provision under which credit would be due 
to United Kingdom residents holding shares in a South 
African company not only for any South African tax 
deducted from dividends, but also for the appropriate 
part of the South African tax paid by the company on 
the profits out of which the dividends are paid. When 
this agreement has been signed it will be brought 
before the House of Commons for approval in the 
ordinary way. 

Hansard, Jan. 23rd, 1962. Written Answers. Col. 14. 


Income Tax: Excess Rents 


Sir E. ERRINGTON asked the Secretary to the Treasury 


by what authority income tax inspectors apply for 
payments on account of tax due when assessments for 
excess rents have been appealed against and the amount 
due is not ascertainable until the end of the financial 
year. 

Mr BanBER: Section 63 (2) of the Income Тах Act, 
1952, empowers the General or Special Commissioners 
of Income Тах to make orders for payment on account 
of tax assessed under Schedule D notwithstanding that 
an appeal is pending. In practice agreement is normally 
reached with taxpayers for the payment of sums on 
account without application to the Commissioners for 
a formal order. 


Hansard, Jan. 23rd, 1962. Written Answers. Col. 14. 


TRUSTEE SAVINGS BANKS’ 
CHEQUES SCHEME 


The Trustee Savings Banks Association has put before 
the Government its latest proposals for a cheque 
scheme, in the light of discussions with the joint-stock 
banks. 

The Economic Secretary has undertaken to consider 
the proposals and has agreed that the next step would 
be for the Government to discuss the matter with the 
joint-stock banks. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND 
List of Members 
The List of Members of The Institute of Chartered 
Accountants in Ireland, now published, shows that} 
membership at August 31st, 1961, numbered 1,710. 
An analysis of the membership is given below: 


Members Members 
in not in 
Ireland Treland 
Fellows in practice 265 15 


Fellows not in practice is 17 JTA 





Associates in practice 199 16 
Associates not in practice 886 300 
Total membership 1,710 





The new book contains the usual alphabetical and 
topographical lists of members, together with names 
of members of the Council of the Institute. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS t 
The next meeting of the London and District Society of 
Chartered Accountants will be held in the Oak Hall of 
the Institute, Moorgate Place, London EC2, on 
Tuesday, February 13th, at 6 p.m, when Mr 
J]. A. Buckley, a director of A. W. Bain & Sons Ltd, 
Insurance Brokers, will speak on 'Insurance — some 
topical problems'. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 
The Accountants! Christian Fellowship monthly 
meeting for Bible reading and piayer will be held at 
I p.m. on Monday next, February sth, in the vestry 
of St Mary Woolnoth Church, King William Street, 
ЕСз. Тће Scripture for reading and thought will be 
Acts, Chapter 1, verses 4 and 5 and Chapter 2, verses 
1—13. (The baptism of the Spirit). В 


CERTIFIED АССООМТАМТ$ 
London Students’ Society 
А successful mock tax appeal was held at the Chartere 
Auctioneers’ Hall on Tuesday, January 16th, when 
Mr J. M. Cooper, А.А.С.С.А., А.С.1.3., Assistant Editor, 
Taxation, presented the case for the Revenue and 
Mr M. T. S. Tuckwell, a.a.c.c.a., appéared.as the 
accountant appellant in person. The roles of General 
Commissioners were played by Mr J. E. Harris, 
B.COM., F.A.C.C.A. (chairman), Mr E. H. Bridgwater, 
Е.А.С.С.А., and Mr F. Н. C. Betts, F.a.c.c.a. Students 
were presented with an excellent opportunity of 
witnessing an appeal based on the ‘agency’ cases. 
The next meeting will be held on Tuesday, March 6th. 


ҮҮҮҮҮҮҮҮ 


Accountants ate 
invited to apply for the 
Corporation’s Agency. 
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"The Next Step 


OW that the T.U.C.-has consented, albeit reluctantly 
end belatedly; to join the National Economic Development 
Council, the first task of that body must be to formulate 
an acceptable policy on wages and salaries. If there existed 
any doubt that this would be the case, not least in the light of the 
T.U.C.’s letter to THE CHANCELLOR, it has been dispelled by the 
White Paper published last week (Cmnd. 1626) entitled Incomes 
Policy: Che Next Step. The primary objective, states that docu- 
ment, mst be to keep the rate of increase of incomes within the 
long-term rate of growth of national production, which in recent 
years has risen by about 2 to 24 per cent per annum. The country 
ought, it is stated, ‘to be able to do better than this, but on present 
trends it [i.e. production] seems likely to increase at about this 
rate in 162’. 

The CHANCELLOR’s recent statement that the ‘pay pause’ will end 
on Marca 31st is affirmed, and as from April 1st effect will be given 
to those increases for civil servants that have been held over since 
last July. At the same time the pay of other Government employees 
will be reviewed. In the course of such a review, the arguments 
that have been used in the past to support wage and salary claims, 
e.g. cost-of-living increases, comparability with other workers, 


the trend of profits or productivity in a particular industry, the. 


White Paper states, ‘cannot in present circumstances be regarded 
as provicing of themselves a sound basis for an increase’. In their 
place, negotiators will be expected to take account of the trend 
of the national product and ‘other factors affecting the national 
economie situation’. 

The Government is to publish regularly in convenient form 
‘factual anformation on wage rates, earnings, hours of work and 
conditions ‘of employment, man-power, production, profits and 


other relevant subjects so that due weight can be given by all 


concerned to the considerations set out in this Paper at all stages 
of negotiation". 

` The Government recognizes that arbitration has been a peaceful 
means of settling disputes and it attaches great importance to the 
maintenence of existing arrangements. Furthermore, ‘arbitration 
only operates effectively if arbitrators continue to exercise, and are 
seen to exercise, complete independence in making their awards’. 
As the Government will require arbitrators to take into account 
all the re.evant considerations set out above, it is a fair bet that the 
unions will hold differing views from the Government as to what 
constitutes independence. Unless wise counsels prevail, the pros- 
pects for industrial peace cannot be («аан as bright. 
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Simplifying Income Tax 


OF THE EXCHEQUER referred to the need for 

simplifying taxation. Later he promised (or 
threatened) a tax on certain kinds of capital gains 
but he resisted arguments for introducing the 
necessary legislation before the following Budget; 
his expressed reason being that the drafting would 
take time. It is well known that an author or 
draftsman can simplify a draft by careful and 
lengthy drafting. However, it seems that mere 


ЈЕ his Budget speech in 1961 THE CHANCELLOR 


simplicity is not the object here. On November. 


7th the House of Commons were warned: 


*that they will find it an exceedingly complicated 
matter when they come to it, but the draftsmen 
are drafting as quickly as they can’. . 


The Institute of Taxation, in its recommenda- 


tions to the CHANCELLOR published this week, has ` 


put its finger on this divergence between the lip 
service which Ministers pay to simplification 
of taxation and their actual practice. Often enough 
we are promised legislation which sounds simple, 
but which appears in a highly complex form. It is 
depressing to be told in advance that the Govern- 
ment are deliberately introducing complications. 
The Institute makes two very powerful sugges- 
tions: firstly, that the imposition of the new tax, 
and the exemptions from it, should be expressed 
in the most precise terms; secondly, that the 
structure or incidence of the tax should be such 
that anti-avoidance provisions are unnecessary. 
The Institute warns against anti-avoidance pro- 
visions which involve the Inland Revenue and 
the appeal tribunals in consideration of what was 
the ‘main purpose’ or the ‘main benefit’ of a 
particular. transaction. It also warns against 
legislation of the type appearing in sections 21-26, 
inclusive, of the Finance Act, 1960. We would 
strongly support this advice, but would still 
more fervently support advice that legislation 
of the type contained in section 28 of the Finance 
Act, 1960, should be avoided. It is almost impos- 
sible to advise a taxpayer with any confidence as 
to the effect of that section. This lack of confidence 
also appears to affect the Inland Revenue because 
it seems almost impossible to obtain a ‘clearance’ 
from them under section 28 (ro). 

The same Act of 1960, by sections 44—60, was 


supposed to simplify the income tax code concern- 
ing what is compendiously known as ‘back duty’. 
The provisions as to penalties have certainly 
been tidied up, but what of the new provisions 
as to time limits for making assessments? As the 
Institute of Taxation says, the position before 
1960 was reasonably simple: the Revenue had to 
make their assessments within six years, or prove 
either fraud or wilful default, when they could 
go back to 1936-37. The Institute attacks section 
51 which provides jor a complicated system of 
leap-frogging and is the antithesis of simplicity, 
and makes the reesonable suggestion that in 
the case of neglect falling short of fraud or wilful 
default there should be a fixed period (twelve 
years is tentatively put forward), during which 
the Inland Revenue could make assessments. 


Turning from difficulties caused by compli- 


cated legislation, the Institute's memorandum 
takes up a difficulty caused by the somewhat 
laconic reference in the Income Tax Acts to 
*machinery or plant'. The House of Lords deci- 
sion in Hinton v. Maden & Ireland Ltd (38 A. T.C. 
231) that knives and lasts used for boot manufac- 


'ture were machinery or plant, and in particular 


some dicta of Lorp Rem, has given rise to 
further difficulties of interpretation. According 
to the Institute, the Inland Revenue have issued 


an instruction to H.M. Inspectors of Taxes as to. 


the correct treatment of a large number of items, 
following the Hinton decision. This instruction 
or memorandum is not available to the public 
or the professions, which leaves taxpayers and 
their advisers in doubt as to the correct tax 
treatment of many classes of implements used in 
industry. The Institute makes the reasonable 
suggestion that the memorandum be published. 


The Institute repeats its earlier suggestions of a 
‘current-year basis of assessment and of the aboli- 


tion of Schedules À апа B. It argues that the 
provisions for error or mistake relief (as compared 
with the provisions for additional assessment) are 
unfair to the taxpayer. Finally a suggestion is 


made as to estate duty: stock exchange securities. 


should be valued not as at the date of death but 
at the date of obtaining representation or two 
months after the death, whichever is earlier. 


wy 
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Profits Tax Avoidance 


METHODS AND REVENUE COUNTER-MEASURES 
by Н. S. A. MACNAIR, F.C.A. | 


tion in the income tax field has perhaps 
obscured the existence of rather more 
sweeping measures introduced ten years ago 


Te recent spate of anti-avoidance legisla- 


to deal with profits tax. At that time Parlia- 


ment invested the Commissioners of Inland 
Revenue with discretionary .powers to enable 
profits tax avoidance schemes to be nullified. 
Section 32 of the Finance Act, 1951, provided, 
in relation to transactions not completed before 
April roth, 1951, that where the Commissioners 
are of opinion that the main purpose or oae of 
the main purposes for which any transaction or 
transactions were effected was the avoidance or 
reduction of liability to profits tax, they may if 
they think fit direct that such adjustments shall 
be made as they consider appropriate so as to 
counteract the avoidance or reduction. In general, 
such adjustments concern the charging to p-ofits 
tax of persons who, but for the adjustrrents, 
would be chargeable to a lesser extent or not at all. 


Main Purpose of Transaction 


Evidently the first point calling for clarification 
is the expression “main purpose or one о: the 
main purposes' for which any suspect transaction 
may have been effected. A recent case of inserest 
in this connection is that of Ackland & Pratten 
Ltd v. CLR. (39 A.T.C. 180). In the High 
Court it was observed that the provisiors in 
section 32 of the Finance Act, 1951, reprcduce 
almost verbatim similar provisions in the excess 
profits tax legislation. In the interpretation cf the 
latter guidance is available from the decisien in 
Crown Bedding Co Ltd о. C.I.R. (25 А.Т.Є. 9; 
34 T.C. 107) in which Lord Greene pointed out 


that the test to be applied is the objective test: · 


would a reasonable man in fact expect that the 
main benefit which would accrue from -hese 


. transactions would be the avoidance of tax: 


In evaluating this test it may perhaps be 
helpful to recall the substance of the case as 
summarized in the findings by the Special 

. Commissioners on appeal which read as follows: 
‘In May 1941 three directors of a controlling 

company sold to that company their shares in a 

subsidiary company and the question to which we 


have to find the answer is which benefit could at 
that time be reasonably regarded as the greater, 
the tax benefit or the commercial benefit. The 
special difficulty . . . is not the comparative great- 
ness of the benefits which we must consider but 
their comparative smallness. We hold that this 
appeal fails because while we accept Mr Cooke's 
evidence that the prospect of a tax benefit was small 
the prospect of a commercial benefit was still 
smaller, so small indeed as to be practically 
negligible.' 


Probable Benefit 


The commercial benefit referred to was that to 
be expected from the elimination of the minority 
shareholding. Part of Lord Greene's judgment 
was taken up with the question as to whether a 
mere possible tax benefit latent in the unfolding 
of future events could be equated with a more 
probable immediate benefit such as might satisfy 
present expectation. Lord Greene observed: 
*. . . the question of probability or possibility is а 
matter really which can be considered as resembling 
a scale. At the top of the scale is certainty. At the 
bottom of the scale is improbability so extreme that 
no sensible person would ever take it into account. 
But, subject to that, the precise point on the scale 
at which you can say that a thing is probable rather 
than possible and the precise point at which you 
can say that a probability falls to the level of a 
mere possibility depends oa the view taken by 
a hypothetical observer. It seems to me that it is 
quite impossible to put on the word “expected” 
the sense that a hypothetical observer must have 
had that degree of confidence in the future as to 
expect that the benefit would ‘materialize.’ 
The case of Ackland. & Pratten Ltd concerned 
a company which in the view of the Commis- 
sioners sought to take advantage of the decision 
in СТЕ. v. Pollock & Peel Ltd (36 А.Т.С. 105; 
37 T.C. 240). However, since the transactions in 
question concerned the problems of profits tax 
as constituted prior to March 31st, 1958, the 
detailed circumstances need not concern us. In 
the High Court the test enunciated by Lord 
Greene was applied, leading to an affirmative 
conclusion expressed in these terms: 
*it was not a certainty but it was to my mind more 
than a possibility. It was indeed a probability’, 
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Deeming Provisions 


In weighing the balance of probabilities the 
task of the Commissioners is facilitated by 
certain deeming provisions contained in section 
32 of the Finance Act, 1951. These provide that 
the avoidance or reduction of liability to profits 
tax may be deemed to have been the main 
purpose or one of the main purposes of trans- 
actions involving the following types of operation: 


(а) the transfer or acquisition of.shares in or 
debentures of a company ; 

(b) a change or changes in the person or persons 
carrying on a trade or business; 

(c) a change or changes in the directors of a 
director-controlled company. 


For these provisions to apply in a particular 


case it is sufficient to show that, having regard : 


to the state of the law at the time, the main 
benefit which might have been expected to accrue 
from the suspect transaction in the three years 
immediately following its completion was the 
avoidance or reduction of liability to profits tax. 
It may be mentioned here that there are three 
main classes of transactions which are not within 
the scope of the section. These are: 


(1) the failure to pay dividends or the payment 
of inadequate dividends; 

(2) the issue of debentures for full considera- 
tion paid in cash (this exemption does not 
extend to the case of a director-controlled 
company); А 

(3) а transaction requiring permission under 

- section 468 of the Income Tax Act, 1952 
(removal abroad), in respect of which 
Treasury consent has been obtained. 


It is perhaps worth noting that the first two 
exemptions concern steps that might have been 
taken to reduce the incidence of profits tax under 
the two-tier system in force up to March 31st, 
1958, while the third exemption is complementary 
to section 468 (originally section 36 of the Finance 
Act, 1951). i 


Direction by Commissioners 


On making a direction, the Commissioners are 
required to specify the transactions giving rise 
to it and the adjustments which they consider 
appropriate. Their power to make necessary 
adjustments is unrestricted save by the tax- 
payer's right of appeal to the Special Com- 
missioners and from them to the tribunal 
appointed under section 28 (7) of the Finance 
Act, 1960. 

It will be recalled that in connection with 
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surtax directions, taxpayers wbo apprehend that 
they may be within the scope of the legislation 
may apply for a clearance. A similar opportunity 
exists in the case of profits tax directions. Тће 
compary concerned may supply the Commis- 
sioners with particulars of the transactions effected 
or to be effected whereupon the Commissioners, 
if satisfied that the transactions as described to 
them have been or will be entered into for bona 
fide commercial reasons and are such that no 
direction ought to be given by them, are required 
to notify the company accordingly. On the giving 
of such a notification their powers to make a 
direction cease, subject to the proviso that the 
particuiars supplied are such as to make full and 
accurate disclosure of all facts and relevant 
considerations which are material. Moreover the 
Commissioners’ power to give a direction is not 
restricted where the transactions'in respect of 
which clearance has been obtained represent only 


. part of a transaction or series of transactions. 


Right of Appeal 

The right to appeal against a direction is con- 
ferred by subsection 32 (7) and the procedure 
to be observed is governed by the regulations 
applicable to profits tax appeals generally. in 
this connection there is an important distinction 
between the procedure followed in connection 
with excess profits tax appeals. Under the 
legislation relating to the latter, the whole burden 
of justifying a direction rested with the Com- 
missioners (Dixon @ Gaunt Ltd v. CLLR. 
(26 A.T.C. 106; 29 T.C. 289)). The profits tax 
appeal rules, however, follow those for income 
tax so that the appellant is under the obligation of 
opening the proceedings and putting forward the 
evidence on which he relies. In the face of the 
appellant's contentions the Commissioners must 
then justify their direction in the ordinary way. 

It will be apparent from the foregoing that the 
introduction of the single rate of profits tax has 
modified the potential scope for avoidance. The 
possibilities which remain may be grouped under 
the headings: abatement and directors’ remunera- 
tion. The following examples give some indication 
of the scale of savings possible where two com- 
panies are incorporated in place of one in a case 


£ 


at 


where formation is carried out in order to take@ 


over an expanding business from a sole trader or 
partnership. 


Example I- Business taken over from sole 
trader 


The first table sets out the figures for the first 
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four years where a single company is incorporated 
with the trader as working director: 




















Profits Profits 
before after 
g charging Director's charging 
® directors remuneration director’s Prafits 
remunera- remunera- Abate- chargeable 
tion Actual Allowed tion ment 
(1) (2) (3) (4) (5) G) 
£ E £ £ £ = 
5,000 3,000 3,000 2,0со 2,000 Fil 
10,000 4,000 3,000 7,060 1,000 6000 
15,000 5,000 . 3,000 12,060 — 12,000 
20,000 6,000 3,000 17,0со — 172,000 
£50,000 £18,000 £12,000 £38,0co £3,000 £35,000 

















— 





Assuming that the profits arise from two 


departments, Alpha and Beta, the profits from ` 


which increase at the rate of £2,000 and £3,000 
per annum, respectively, the effect of incorperat- 
ing two separate companies appears from the 


, following table: 












































Alpha Lid 
Profits Profits 
before š after 
charging Director's chargi: 
director's remuneration director s 
remunera- тетипета. Abate- Prafits 
r Actual Allowed tion ment ` charzeable 
I (2) (3) (4) (5) © > 
£ £ £ . Ё £ i 
2,000 ,000 1,000 т,осо 1,000 мі 
4,000 000 1,000 3,000 1,800 1,200 
6,000 ,000 2,000 4,0со 1,600 2,400 
8,000 3,000 3,000 5,000 1,400 ' 5600 
£20,000 £7,000 £77,000 £13,000 £s,Soo 7,200 
=== === =a ——— садаа 
Вега Тла 
Profits Profits 
before after 
charging Director's charging 
еф directors remuneration directors 
remunera- тетипета- Abate- Prefits 
tion Actual Allowed tion ment chargeable 
G) (2) (3) (4) (5) (з) 
£ £ £. £ £ = 
3,000 2,000 _ 2,000 1,000 1,000 Mil 
Б 6,000 3,000 3,000 3,000 1,800 1.200 
9,000 3,000 3,000 6,000 1,200 4.800 
12,000 3,000 3,000 9,000 600 £400 
£30,000 - £11,000 £11,000 £19,000 £4,600 £14,400 


— 











=== 


Jt will be seen that the additional abaternent 
of £7,400 obtained by the use of two companies 
compares favourably with the secondary advant- 
age obtained by the use of two standards of 
director's remuneration which reduce the charge- 
able profits by £6,000. In this case, therefore. the 
additional expense of running two companies in 

@place of one would be compensated for Ey a 
saving of profits tax on £13,400. 


Example II - Business taken over from 
partnership ` 


The first table below sets out the figures applic- 
able where the four former partners each own 
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25 per cent of the shares of the company in which 
they are full-time working directors: 























Profits Directors? Profits 
before remuneration after - 
charging charging 
director? Paid in directors’ 
remunera- equal remunera- Abate- Profits 
tion shares Allowed tion ment chargeable 
OG) (2) G) (4) (5) 
£ £ £ £ £ £ 
15,000 12,000 9,000 6,000 1,200 4,800 
20,000 16,000 9,000 1,000 200 10,800 
25,000 20,000 9,000 16,000 — 16,000 
30,000 24,000 9,000 21,000 — 21,000 
£90,000 £72,000 £36,000 £54,000 £1,400 £52,600 





8—6 








= 


If, however, the company had been incor- 
porated so that the shares were held as to 5 per 
cent by each director and as to 20 per cent by 
their wives or other near relatives, the company 
would not have been director-controlled and the 
remuneration would have been allowed in full 
(assuming that it was commensurate with the 


= 





. services rendéred and satisfied the income tax 


test that it should have been wholly and exclu- 
sively laid out for the purposes of the company's 
trade (Copeman v. Wm Flood & Sons Ltd 
(19 A.T.C. 521; 24 Т.С. 53)). In such circum- 
stances the computation would have been as 
follows: 























Profits Directors’ Profits 
before remuneration after 
charging charging 
directors’ Paidin . directors’ 
remunera- equal тетипета- Abate- Profits 
tion shares Allowed „tion ment chargeable 
Q) (2) (3) (4) (5) 
£ £ £ £ £ £ 
15,000 12,600 12,000 3,000 1,800 1,200 
29,000 16,coo 16,000 4,000 1,600 2,400 
25,000 20,COO 20,000 5,000 1,400 3,600 
30,000 24,с00 24,000 6,000 1,200 4,800 
£90,000  £72,coo £72,000 £18,000 £6,000 £12,000 





s) == 














This shows a saving of profits tax on £40,600. 

In conclusion, reference may be made to the 
dicta of Lord Simon in Latilla v. C.I.R. (22 
А.Т.С. 23; 25 Т.С. 107) regarding tax avoidance 
Schemes: 


“Judicial dicta may be cited which point out 
that however elaborate and artificial such methods 
may be those who adopt them are “entitled” to 
do so. There is of course no doubt that they are 
within their legal rights but that is no reason why 
their efforts or those of the professional gentlemen 
who assist them in the matter should be regarded 
as a commendable exercise of ingenuity or as a 
discharge of the duties of good citizenship." 


It will be appreciated, therefore, that the foregoing 
instances have been elaborated not in order to 
encourage artificial devices but with a view to 
eliminating pitfalls for the unwary. 


THE 
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The Training of Accountants 


Reproduced below is the article from Technology to which we refer under ‘Weekly 

Notes’ on another page. The article is, of course, a highly critical and provocative one 

with which members. of the profession will agree or take exception to, according 

to their lights. At any rate we feel it should be brought to their attention, as many 
are unlikely to see the publication from which it has been taken. 


à, 


OUTDATED ARTICLES arrangements designed to give more emphasis to 
full-time instruction and to make the profession more 
From Our Own Correspondent attractive to graduates (about 5o per cent of the 
profession are now university-trained). The Institute 
HARTERED accountancy and law are the last of Chartered Accountants, about то per cent of whose 
two bastions of articled pupilage. For both itis members are graduates and whose students receive 
a compulsory requirement for full professional virtually no full-time or even part-time instruction, 
qualification; in both it has come in for heavy appointed a committee (the Parker Committee) in- 
criticism by students, educationists and practitioners; August 1958, to consider education and training for , 
both are worried about it, both are considering the profession. That committee reported in April of + 
modifications to it – and both are convinced that the — last year. 
system is basically sound. . 'The Parker Committee were faced with a rapidly 
In other professions where it formerly prospered, increasing demand, both in quantity and quality, for 
articled pupilage is weak, dying, or dead. In archi- chartered accountants. New skills were needed, 
tecture it was once the principal method of training; especially in the field of management accounting, the 
now it is almost non-existent. Less than то per cent use of mathematical techniques and in the use of 
of chartered surveyors now enter articles, and inland computers. Higher education was becoming по 
and estate agency it has very nearly disappeared. longer -he preserve of money and privilege, but the 
About 40 per cent of chartered auctioneers are still right of all those who could benefit from it, and State 
trained in this way. In all these professions, articled aid was available for those who wanted to stay on to 
pupilage is a voluntary system, which the student is the sixth form and go to university. 
free to accept or reject. | In the context of this development of the account- 
The system is, in theory, an admirable one. The ing prcfession end of the new ideas current in the 
pupil learns his profession directly from a skilled and world of education, the Parker Committee's recom- 
experienced master. Practical experience is combined mendations were profoundly disappointing. ‘To 
with personal tuition on the basis of a one-to-one attract more sixth formers, they recommended a 
teacher-student ratio. Above all the ‘atmosphere’ of reduction of articles to four years for school-leavers У 
a profession and its standards of conduct are com- with two ‘A’ levels. To supplement private study and 
municated to the pupil in a way said not to be possible . postal tuition, they proposed a full-time course of three 
under any other method of training. weeks before each part of the examinations. Study 
But this system demands a more leisured pro- leave should be increased to a minimum of twenty-six ° 
fession than nowadays exists. Principals no longer weeks; the maximum should stay at one year. 
have time to instruct their pupils in person, and pass That was all. Day release? Impractical Block 
them off to other members of the firm or leave them release; Would cut too deeply into practical work. 
'to "learn from experience': that is, learn what they Sandwich courses? Never heard of them. Universities? 
can, how and when they can — if they can. Down with 'classroom' teaching “except within the 
Wages for articled pupils are generally low and narrowest limits’. Eetter pay for articled clerks? The 
are sometimes not paid at all (one-third of all public should simply be told what the *usual financial 
solicitors’ firms do not pay their articled clerks). А terms’ are. 
non-graduate articled accountant, for example, may One must not underestimate the difficulties. which 
earn between £4 and {12 a week in London (less the committee faced. The innate conservatism of the 
in the provinces) over the five years of his articles, and profession, the (justified) feeling that the Institute 
a graduate from £8 to £12 a week. A graduate fresh апа its members stood in very high repute and the- 
to industry can, by contrast, expect {700 a year (unjustified) feeling that therefore there could be 
` rising to (ooo at the end of a two-year graduate nothing much wrong with its methods of training, 
apprenticeship. ` the bias against “class-room' teaching, against the 
The Law Society has recently brought in new supposed intellectualism of the universities, doubts 
WEG KU АП КИРА ПН РАМА a s: s Р ; : 
© The Times Publishing Co Ltd, 1962. All rights about the respectability of ‘techs’ and the feeling 


d. Reprinted b ission ага the Feb that "what was good enough for my generation 
МАТ suc У Technology, а should be good enough for this one’; all these 
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emotions (they hardly amount to arguments) stacked 
up the odds against educational reform. 

Yet the Committee's recommendations still seem 
feeble. They recall nothing so much as the politician 

fiin the Feiffer cartoon representing the ‘radical 
middle’. ‘Bold times’, he proclaimed, ‘call for bold 
answers, within reason, in a manner of speaking, 
more or less. On the other hand. . . ? 

What is the case against the Parker report? That 
it does nothing about the scandalously poor pay of 
articled clerks. It does almost nothing about the 
educational horrors of correspondence courses. It 
does not recognize the right of articled clerks to free 
time, free from heavy studying obligations. It does 

. nothing to encourage, even seems to show contempt 
for full-time university or technical college education. 

School leavers of some ability are unlikely to be 
content with the poor. wages of articled clerks when 
they can earn their living in industry, and will not be 
content with correspondence courses when they can 

-~€go on to the sixth form and university or college. By 
keeping the minimum qualification for entry to 
articles at “O” level, the profession is not only lagging 
behind the solicitors and the architects (who have 
both just raised entry qualifications to two ‘A’ levels) 
but wil be drawing in an increasingly poorer 


academic standard of entrant as more and more boys. 


and girls stay on to the sixth form. 

The Council of the Institute is now meeting to 
consider the Parker report. There will no doubt be 
some members who think the report goes too far. 
There may be some who think it does not go nearly 
far enough. It is very likely that the majority will 
believe that it represents a 'pretty fair compromise 
between progress and conservatism. What they will 
adopt is unknown; what they should adopt are the 

Following principles: 
7 (1) The Parker report should be welcomed as a 
worthy piece of work which points out the 
` direction in which education for the profession 
must move. It should be made clear that the 
. Council consider that its recommendations аге 
inadequate to meet the urgent educational and 

recruitment needs of the profession. 

(2) The Council should recommend a minimum 
rate of pay for articled clerks which is genuinely 
competitive with industry and commerce. ` 

` (3) The Institute should consult with the Associa- 
tion of University Teachers of Accounting and 
representatives of the technical colleges as to how 

more recruits to the profession may be drawn 

from the universities and colleges. Some of the 
measures that should be seriously considered 

& аге: reduction of articles for graduates to two 
and a half years (as has been done by the Law 
Society), provision ој more places at universities 


for full-time degree courses in accounting, 


arrangement of block release and sandwich 

courses at universities and technical colleges. 
(4) A clear statement should be made that corres- 

pondence training is at best a necessary evil 
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and should as soon as possible be made an 
unnecessary evil. 

(5) A clear statement should be made that the time 
will soon come when entrants to the profession 
must have not less than two subjects at ‘A’ level. 

The answer to these suggestions will no doubt 
be thát they are impractical and expensive. Is it 
impractical to pay articled clerks a proper wage? Is 
the profit margin of accountants so narrow? If it is, 
the relatively small extra cost could be passed on to 
the clients without undue hardship. At present 
Chartered accountants' clients are being subsidized 
by the. parents of articled clerks. 

Should more accountants be trained at universities? 
Can they be? The solicitors seem to find university 
training of their recruits both desirable and practical. 
So do the architects. So do the chartered accountants 
in almost every advanced country in the Common- 
wealth (including Scotland) and in the United States, 
where all accountants have first degrees and many 
have advanced degrees in accountancy. 15 chartered 
accountancy to be the only profession which does 
not recognize the value of a university education? 

Are block release or sandwich courses out of the 
question? The Law Society has its eight months" 
full-time course. The Scottish accountants send their 
boys to university for one year. The Parker report said. 
that eighteen months' release from five years of articles 
(the suggestion of the A.U.T.A.) was impractical. 
The argument is not convincing. Even if it were, a 
longer period of articles with block release would 
certainly be an improvement on the present system 
of three to five years of articles with postal tuition. 

Finally, one is entitled to ask, can the Institute 
afford not to take these measures? Can they afford 
to risk a future when their recruits will be drawn 
exclusively or mainly from the poorer academic levels 
of school leavers? Can they afford to keep a system 
which is quite unattractive financially and educa- 
tionally to graduates? Can they afford to remain so 
isolated from the universities, so that the teaching of 
accounting is divorced from its practice, and practice 
divorced from research and development of new 
techniques? 

What of articled pupilage itself? Has it a future? 
A medieval system in origin, it served its purpose well 
enough through to the nineteenth century. In the 
twentieth, office training as the core of a professional 
education is an anachronism. Practical experience of 
course is essential, but.a learned and liberal profession 
must now take in recruits with a liberal academic 


" education. This cannot be given in an office whose 


objects are, and must be, service to clients and the 
making of money – not education. i 

St Luke (a professional man himself) quoted a 
warning to lawyers: ‘Woe unto you, lawyers! For 
ye have taken away the key of knowledge: ye entered 
not in yourselves, and them that were entering in ye 
hindered.’ The Law Society is beginning to take 
heed. The Institute of Chartered Accountants must 
not wait too long before following suit. 
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Taxes in the Common Market 
AN EXERCISE IN CRYSTAL GAZING ` ZU 


by ALUN GRIER DAVIES 


Taxation Controller, The Consolidated Zinc Corporation Limited 
Chairman, United Kingdom Branch, International Fiscal Association 


problem of prophesying the future of the 

Congo said that it was like trying to cut out'a 
suit for someone you have never seen, who might be 
male or female, old or young, and who might require 
the suit for the Arctic Circle or for the tropics. 
Trying to prophesy the future shape of the fiscal 
policies within the Common Market is almost as 
difficult, but not quite. 


A JOURNALIST writing recently about the 


Not quite, because in the last few years the. 


Organization for European Economic Co-operation 
has really been operating as a sort of pilot plant for 
the European Economic Community. Most of the 
top Revenue officials of the European countries have 
been meeting regularly at Paris. Their visits to that 
delightful city have, it appears, enlarged their views on 
the facts of life. 

'The curious thing about the fiscal system of any 
given country is that its administrators always seem 
to think it is a wonderful structure. No matter how 
much a third party is inclined to denounce it as a 
Heath Robinson contraption which looks as if it 
was held together by faith and string, its inventors 
always defend it. They have built it up with loving 
care, and what may appear to its critics as basic flaws, 
are often defended as basic advantages. | 

Nevertheless, the work of the Fiscal Committee of 
the O.E.E.C. has brought together most of the 
European tax experts, and it must be confessed that 
the four reports of the committee have broken a vast 
amount of new ground over the last five years. The 
only comparable progress made was in the fiscal 
work done under the League of Natioris which forms 
the basis of most of the huge network of double 
taxation relief treaties which now cover most of 
Western Europe in bilateral agreements. | 

The countries of the Common Market owe a great 
debt to the work of O.E.E.C., which has been the 
forcing house for the intensive work now going on in 
the E.E.C. to harmonize the complications of 
European taxation. It has been said of the work of the 
O.E.E.C. Fiscal Committee that its work 

*particularly with regard.to dividends, interest and 

royalties, has given member countries an opportunity 

to compare the effect of their legislation. Such a 

comparison could promote on certain special but 
` essential points, a desirable harmonization of 


DAMEN dM a all i MU PM ШН 
А paper presented at a two-day conference on “The effects 
on British industry of entry into the Common Market’, held 
in London on January 3oth and 31st under the auspices of 
the College of Production Technology. 


European legislation which will simplify the solution 
of double taxation problems and facilitate a complete 
elimination of double taxation'. . 


It should be noted that this value of comparison 
was stressed within the context of O.E.E.C., not the 
E.E.C. Who can doubt that the value within the 
narrower and more integrated field of E.E.C. will 
be considerably greater? 

I have no doubt that the value of the preliminary 
work done by the Fiscal Committee of O.E.E.C.,. 
will have a greater impact on the harmonization of 
European taxation than any other factor. It represents 
perhaps the greatest achievement in the international 
fiscal field since Joseph sold his seven-year plan to 
Pharaoh. But while Joseph did it all by the inter- 
pretation of a dream, the O.E.E.C. had to acliieve 
its results by fighting its way out of a nightmare. 

And anyone contemplating the fiscal scene in 
Europe today must feel it has its nightmarish aspects. 
It might even be said that the task before the E.E.C. 
is to try and bring order into a fiscal madhouse. 
Taxes in Europe today operate under so many 


` different rules. It reminds one of half-a-dozen games 


of chess going on together inside a lunatic asylum, 
with the players all busily engaged in improvising 
new rules as they go along. One is tempted to suggest. 
that the best way to engineer a bit of progress woul 
be to sweep off all the pieces and begin all over again. ` 
But that would be revolution, not harmonization. - 


Balance between Direct and 
Indirect Taxation 

Let us pick at random just one of these different 
pieces which must somehow be brought together. 
The balance between direct and indirect taxation, 
for example; to begin with, there is the question of 
deciding the point at which the proper balance 
between these two forms of tax is reached. If social 
security contributions are ignored (and it is by no 
means unanimously agreed among the experts that 
they can be) then you get the following variations: 


Direct Indirect 
of total tax ^ United `$ 
Kingdom 47 5 ` 
Belgium... 42 58 
Germany .. 39 61 
Italy . КА 26 74. 
France ге 0724 76 


Тће United Kingdom lays emphasis on direct taxa- 
tion, and there is one school of thought which attri- 
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butes our slower rate of economic growth, together 
with that of Canada, to this very factor. 

Next, I wish to look at naticnal tax collectons, 
_ inclusive of social security charges. The following 
É figures are the costs of social charges borne by com- 
panies as a percentage of the national tax collect ons, 
including social charges: France 23, Netherlands 19, 
Belgium 19, West Germany 14, United Kingdom 6, 
Ireland 3, Sweden 3, Denmark Nil. 

It will be seen that the cost to United Kingdom 
companies percentage-wise of national tax cherges 
is very low. As a comparison, the following figures 
show the percentage costs outside Europe — Australia 
nil, Canada 5, U.S.A. 8. 'The percentage cost is 
thus seen to be heavier in the U.S.A. than in the 
United Kingdom. 

І am not sure that our own fiscal system Б so 
wonderful. We have terrific excise and customs duties 
on tobacco and alcohol which reflect the basically 
puritanical attitude of our legislators. Ап ind rect 

-~ system of taxation in purchase tax which is purpcsely 
designed in the first place to distort the pattera of 
consumption following the Whitehall prescription 
of the moment. А standard rate cf income tax which 
is anything but standard, what with all the allowances 
that go in, come off and are changed from year to 
year; and when you can deduct tax ane a divicend 
out of profits on which tax has never been paid. Anda 
profits tax which seems to go up every time a Corser- 
vative Chancellor feels he must play to the Socialist 
gallery; which is now 15 per cent and effectively 
24 per cent, because it has to be paid from a fund 
on which income tax has already been paid. 


Changes in the Wind? 

What is likely to happen to all this if we enter the 
Common Market? Can we hope for some common 
7 sense in a Common Market, so that the common 
business man can see some sense in it? 

Ла my view, big changes will be made, and ` do 
not think they will be long in coming. In 1959 Herr 
Etzel the then West German Finance Minister, 
expressed the belief that harmony of taxation systems 
would be achieved within the twelve to fifteen yzars 
allowed for the Common Market to take full effect. 
In October 1961, at the Conservative Party Corfer- 
ence the Prime Minister, talking generally about eatry 
into the Common Market, if по? specifically about 
tax, said: 

"It is a bracing cold shower we shall enter, not a 
relaxing Turkish bath. But that must be our experi- 
ence whether we join or not. In or out of the Com- 
mon Market, Britain in this decade must be prepared 

-& to face changes — in her industrial life and ограгіға- 
tion, some of them novel, many of them pairful, 
but all of them in the long run salutary.’ 

Let’s look for a moment at what the Treaty of 

Rome -the Bible of the Common Market — has to 

say about all this. Article 99 says that: 


f, «. The Commission shall consider in what -vay 


the law of the various member States concerring: 
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turnover taxes, excise duties and other forms of 
taxation ... сап be harmonized in the interest of 
the Common Market. The’ Commission shall 
submit proposals to the Council, which shall act 
by means of an unanimous vote... . ° 


It has been argued by lawyers that ‘harmonization’ 
does not in fact imply any need for reform of any 
part of national codes. That all that is necessary is to 
dovetail them so that somehow they are an apt 
arrangement of parts. In fact, during the whole of the 
life of the Benelux arrangement no effective changes 
were ever made in the various tax systems of the 
three member States. 

Whether or not this is the dictionary definition, 
this is not true of what the E.E.C. thinks of the 
definition of harmonization. A great deal of intensive 
work is going on both on the indirect and the direct 
tax systems of Europe to see how their component 
parts can be matched into a single design. The present 
stage is the planning and research stage, and working 
parties are seeking out the essential principles which 
should govern the future course of the national tax 
codes within the E.E.C. Within the next twelve 
months a great number of reports will doubtless 
pour forth on all the problems involved. 

It is interesting to note that it is only on the indirect 
taxes that the Treaty of Rome insists on harmoniza- 
tion. There is no similar article dealing with the 
harmonization of direct taxation. | 


Indirect Taxation 
On the question of indirect taxation, those of you 
who are historically minded will recall that part of 
the administrative framework which Napoleon im- 
posed on Europe was a certain uniformity of law. In 
fact Hitler effected a somewhat similar result, though 
in a narrower field. 'The turnover taxes of Germany 
were imposed on Luxemburg, Holland and Austria, 
and copied by Italy. So that there are four countries 
within the Common Market which have already a 
basically similar indirect tax system. 

Unfortunately, this means that four of the Common 
Market countries are at present committed to the 
German turnover tax—a cumulative, multi-stage 
tax which most academic and scientific analysts in 
Germany appear to condemn. There is a current of 
opinion in Germany in favour of introducing the 
French idea of an added-value tax, evenly distributed 
through all the processes of production. It is pointed 
out that one of the pioneers of the added-value tax 
was in fact a German, von Siemens. Although it is 
unlikely that the German Government would wish 
to dismantle the turnover tax, which has been in 
operation since 1934, it would seem from reports 
coming out unofficially from the E.E.C., that the 
tax experts of the Commission recommend that the 
French added-value tax be adopted by all members 
of the Community as the basic source of indirect 
taxation. The European Fiscal Confederation, whose 
advice was sought on this matter, have just reached 
the same conclusion. It seems likely therefore that the 
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added-value tax will be eventually adopted in the 
whole of the Community. 

Those who feel that it would be an advantage to see 
-what is really the position of indirect taxation in 
Europe, and what is likely to be the shape of things 
to come, would do well to have a look at a study by 
Campet, made again under the aegis of the O.E.E.C. 
(it is surprising how at almost every turn one finds 
that the O.E.E.C. has piloted the course for further 
examination and co-ordination of European tax 
systems). The study was made by an ad hoc group of 
experts on fiscal legislation. The report, written by 
Charles Campet, is entitled The influence of sales 
taxes on productivity and is a masterly analysis of the 
indirect tax system of nine countries in Europe, 
including the United Kingdom. It has an interesting 
analysis of the United Kingdom purchase tax, which 
as Mr Campet points out is really a sales tax. He 
refrains from ascribing this peculiar nomenclature 
to our natural genius for eccentricity. 


The French Added-value Tax 


If and when the United Kingdom joins the E.E.C. 
does this mean that the purchase would have to be 
folded up in favour of a general tax on production ~ 
like the French T.V.A.? Some of the thinkers in the 
E.E.C. certainly seem to think so. The purchase tax, 
of course, deliberately sets out to have a distorting 
effect on consumption and therefore on the producers 
of the consumer goods which are struck at. It cer- 
tainly seems to me to be incompatible with a Common 
Market, though there are views to the contrary. The 
whole emphasis of the French T.V.A. is to weigh 
heavily on labour-intensive industries and to weigh 
relatively lightly on industries that are capital- 
intensive. 

Тће French added-value tax is a single general tax 
levied by means of fractional payments at each stage 
in the chain followed by a single product. If there is 
more than one firm in the chain, the tax paid on goods 
purchased is deducted from the tax payable on sales. 
The tax follows the product right through all processes 
of production to the wholesale stage. 

'The basic feature of the added-value tax is that 
tax is only payable on added value. It is therefore not 
a cumulative tax, and is the antithesis of the German 
turnover tax. 

'The deductions allowable at each stage are both 
physical and financial, i.e. for those incorporated in 
the product or destroyed in the course of manufacture 
and for goods used in manufacture, which are liable 
to depreciation. All invoices from suppliers therefore 
show net prices and the amount paid by way of tax. 

The added-value tax applies to industry and com- 


merce, but not to agriculture. Craftsmen are exempt .` 


from the tax. There are special provisions in the 
legislation to deal with associated companies, groups 
and so on. The rate for the tax is in normal cases 
19:5 per cent. The tax is designed to be neutral in 
its effects on the economy — it is general; and it is at 
an uniform rate. It gives no distorting advantage to 
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big integrated groups, as does the German cumulative 
tax. But it does give a shelter to craft industries, by 


.giving preferential treatment to them. It is not as 


flexible an instrument for controlling consumption 
as purchase tax is. But then, this cannot be said to be * 
a defect because the added-value tax was nct designed 
for this purpose. 

'The possibility that in the Common Market the 
fiscal authority of the Mother of Parliaments will be 
subject to the checks of the Treaty of Rome is, of 
course, one of the main objections by those who-see 
in the Common Market a derogation from national 
sovereignty. The prerogative of taxation is one of the 
most tightly held of the elements of national sover- 
eignty. The continuing disputes between the 
Dominion of Canada and the Canadian Provinces 
and between the Australian Commonwealth Govern- 
ment and the Australian States show this up. It is 
therefore heartening or depressing, depending on 
one's personal reaction, to think that henceforth 
the decisions at Brussels will be a formidable factor 
in deciding the future fiscal policy of this country 
and of any other member of the E.E.C. 

In the interim period before the Utooia of full 
harmonization of indirect taxation is ushered in, the 
E.E.C. countries must refrain in principle from mak- 
ing adjustments in their arrangements which provide 
for reimbursements of indirect taxes in respect of 
exports or charges on imports. There is a very rapid’ 
on-the-spot review of any modifications of existing 
arrangements suggested by member States — and the 
Commission has already taken action cn changes 
proposed by Belgium, the Netherlands and Italy. 
‘These ad hoc ‘checks’ only serve to underline the fact 
that eventual harmonization is the final enswer and 
that the present arrangements are merely a form of, 


standstill procedure. | Ф 

Perhaps it is an indication of the impetus with ~ 
which the Common Market is forcing its members 
into each others arms that although the Treaty of 
Rome zowhere mentions the harmonization of the direct 
taxes, a great deal of thinking and reporting is going ` 
on in the E.E.C. on this problem. ' 


e. 
Н 


= 
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Direct Taxation 
All that is said in the Treaty of Rome about direct 
taxation 15: а vague reference in Article rco that: 
‘the Council acting by means of an unanimous vote 
on a proposal of the Commission, shall issue direc- 
tives for the approximation of such legislative and 
administrative provisions of the member States 
as have a direct incidence on the establishment or 
functioning oz the Common Market’. 
It goes on to say that after the necessary consultations} 
under Article ror there is to be a vote if there is 
disagreement on the consultations between member 
States, and that this vote is to be firstly ол ап unani- ` 
mous basis, then on a qualified majority basis, prior to 
the issue of a directive by the Council on the subject. . 
This is all very vague, but it is interesting to note 
that in the thinking at Brussels at present, there are 
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indications that these Articles roo and тог are соп- 
sidered as potential means of harmonizing direct 
taxation. Whether the harmonization of direct taxes 
takes place by talk or by vote, the preliminariss are 
already under way, and if we go into E.E.C. the sooner 
British views are heard on the working parties the 
better. I 

British economists would probably argue that 
direct taxes don't enter into the cost of production. 
The views of the Colwyn Committee of 1926 cn this 
question of shifting of the direct tax burden from 
production to consumption still seem to hold tbe day. 
I am not sure whether the entrepreneur has ever 
really shared this view, and continental th nking 
certainly seems to consider that variations between 
direct taxes distort the pattern of a Common Market. 

Starting from this assumption, the working parties 
of the E.E.C. are looking at the rates of taxes, the 
systems of.tax (whether in schedules or unifiec), the 
calculation of depreciation, the size of the tax base, 
the problem of holding companies, and the restrictions 
on capital movement, with the object of making 
recommendations for an ideal tax code to which 
member States can progress stage by stage. 


What Future Framework? 


Out of the mass of investigation and research going 
on amongst the ‘Eurocrats’ at Brussels, is it pcssible 
to envisage some kind of framework into which the 
direct tax systems of the Common Market mast be 
fitted, including our own? , 

In this connection И is interesting to note that the 
President's speech of the Belgian group — Compagnie 
d'Outremer pour l'Industrie et la Finance – on 
November 23rd, 1961, was devoted almost wholly 
to a detailed analysis of the fundamental changes that 


. would have to be carried out in the Belgian tax system 


in the context of the Common Market. He began his 
analysis with the statement that in order to make 
economic union effective, member States must so far 
as possible speak the same fiscal language. Sinc2 then 
we have ‘seen the announcement of the prcposed 
changes in the Belgian tax system, designed to bring 
it more into line with that of other Common Market 
countries. 

The main interest will, I feel, be concentrated on 
the following features: 

1. Uniformity of rates of tax. 

` 2. Weight of social charges on industry. 

3. The size of the tax base. 

4. "Treatment of capital gains. 

5. Position of the shareholder. 

6. Depreciation policy. 

7. Valuation of stocks. 

8. Treatment of overseas income. 

9. Elimination of double taxation. 

10. Tax morality. 

I do not propose to examine all these points in detail, 
but it may be valuable to make a few comments on 
each. 

In a common market it must, Í think, distort 


ACCOUNTANT 


151 


competition if companies in one country are taxed 
at notoriously heavier rates than companies in others. 
The average reaction in this country is to imagine as a 
matter of course that business here is more heavily 
taxed than business on the Continent. Ón this point 
the National Institute of Economic and Social 
Research said in March of last year: 


‘Taxation in this country does not appear to be 
exceptionally heavy. The total burden is quite near 
to the European average.’ 


Prima facie, this seems to be quite untrue from 
our own experience, however limited. It is necessary, 
however, to bear in mind that while nominal rates 
may be heavier in this country, continental companies 
pay a much heavier proportion of the social security 
bill than do companies in this country. It seems 
to me that the continental burden of social security 


‘on business profits more than offsets the apparently 


heavier direct tax burden borne here. Anyone who 
doubts this statement can check its accuracy by the 
comparative figures submitted in the March 1961 
number of the Review issued by the National Institute 
for Social and Economic Research. It may well be 
that any reduction of direct taxation which British 
companies may expect in the Common Market, will 
be more than offset by additional social security 
contributions and fringe benefits paid for on behalf 
of employees. 

Most people in this country think we are the 
quintessence of the Welfare State. The continental 
worker is much better protected in several respects. 
The German and French workers іп particular are 
better protected in several ways, and the financing 
of this protection is borne to a material extent by 
industrial costs. 


Taxation of Capital Gains? 


It is also necessary to bear in mind that whatever 
Selwyn Llovd may have in store for this country by 
way of taxation on capital gains, British companies 
are now almost alone in Europe in not paying tax on 
capital gains, short term or otherwise. This arises by 
reason of the difference between United Kingdom 
and continental thinking on the amount of the tax 


. base, i.e. the income on which the normal tax is 


computed. In the United Kingdom we are assessed 
on the pure income basis, subject to a few adjust- 
ments, in other words the profit and loss balance. By 
and large, the Continent favours the net worth con- 
cept, i.e. the balance sheet basis, in which the taxable 
amount is the increase in net worth of a company 
from year to year, less capital introduced, plus capital 
withdrawn. The-continental basis thus automatically 
includes capital gains. In the United Kingdom, only 
such capital gains as are specifically deemed to be 
income, e.g. capital profits on sales of patents, are 
taxed. It is difficult to avoid the conclusion that in 
working towards harmonization with E.E.C. countries 
we shall have to submit to the inclusion of capital 
gains in the calculation of amounts to be taxed. It will 
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be recalled that the Royal Commission on the Таха- 
tion of Profits and Incomes which finally reported in 
1954 recommended in a limited way that realized 
surpluses on sales of business assets should be 
treated as ordinary irícome and taxed accordingly. 


We also tend to overlook, in Britain, that the share- 
holder's dividends are treated very tenderly as com- 
pared with the treatment of continental shareholders. 
Within several countries of the E.E.C., even dividends 
passing between companies are taxed over again, 
and while it is likely that inter-company dividends 
wil become tax-free in the Common Market, 
continentals have long been used to the idea that a 
dividend emerging from a company constitutes 
another taxable source in the hands of the individual. 

In the United Kingdom, of course, a dividend from 
a United Kingdom company to an individual is 
treated as franked, except for surtex. Quite apart 
from what the Common Market harmonized view 
on this may be, Selwyn Lloyd is known to favour a 
separate company tax. This would in any case 
probably involve the abolition of income tax on 
companies as such, with some corresponding upward 
adjustment in the profits tax, coupled with a with- 
holding tax on dividends to individuals — which tax 
would be handed over to the Inland Revenue by the 
company collecting it. 

I would not be surprised to find ourselves in this 
country faced with a company income tax of 25 per 
cent or ss in the Дт, coupled with a withholding tax 
on dividends of an equal amount, which companies 
would collect on behalf of the Inland Revenue and 
hand over. The present position of companies in this 
country is quite Gilbertian, because under the 
present system it is possible for a company to pay 
no tax at all because of, say, investment allowances, 
then pay a dividend out of profits, and deduct tax 
from it (which is not accounted for to the Revenue). 
Individuals can then if they have the necessary 
reliefs, and charities in any case, claim repayment of 
tax which has never been suffered. I hardly imagine 
that even the Revenue, which is naturally conserva- 
tive and averse to change, would like to retain such a 
system indefinitely. A reform of the type I have 
indicated would also draw most of the teeth of the 
dividend-stripper, who basically works on the fact 
that tax is reclaimable from dividends. 

It is only fair to say that there are currents of 
thought on the Continent which look very favourably 
at the treatment of dividends under the United 
Kingdom fiscal system, and especially the easy way 
in which it is possible to liquidate companies in this 
country without adverse tax consequences. I have 
heard one continental lawyer compare the continental 
experience on this matter to the apocryphal notice 
which appeared outside a certain continental circus: 
“Мо charge for admission, but two marks payable 
when you leave”. 

On the question of depreciation, we have got 
‘ourselves in this country into quite a mess. We have 
investment allowances that come and go; we have 
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initial allowances that change regularly, and we have 
annual allowances that have to be adjusted by 25 per 
cent on the normal rate. T'he variations on the 
Continent are equally complicated, in the following 
Ways: 

(а) the base on which depreciation is given is 
different in several countries. Revaluation of 
assets is still allowed in France and Belgium. 
5 ЈЕ been allowed in the past in Germany and 

taly; 

(b) the method of write-off varies - some E.E.C. 
countries have the straight-line write-off method, 
while we favour the declining balance method. 
There seems to be a very widespread belief on 
the Continent that declining-balance depreciation 
as practised by the United Kingdom is superior 
to the straight-line basis. The ideal basis favoured 
on the Continent at present is the United King- 
dom basis plus accelerated amortization; 

(c) the type of asset on which depreciation is granted 
may vary. Here we restrict the assets on which 
allowance is given. No allowance is given on 
commercial buildings, for instance, while on the 
Continent the general rule is that any asset 
which diminishes in value is available for 

: depreciation. 

One must hope that harmonization of depreciation 
practice must emerge out of the studies currently 
being made by working parties in the E.E.C. Revalori- 
zation must disappear, as it was really a corollary of 
the serious inflation that took place on the Continent. 
We shall probably see that investment allowances 
will be given on the Continent as they are here, and 
that more accelerated depreciation is advocated 
throughout all countries in the Common Market. 
So far as this country is concerned, we shall have to 
arrive at a fiscal rule whereby all expenditure, whether 
on tangible or intangible assets, is by one means or 
another written off against taxable profits. 


Stocks and Pigeon-holes 
We have seen a rather hectic battle in this country 


` over the treatment of stocks. The Revenue has not 


been uniformly successful in its cases, as the results 
in Cock Russell, Broadstone Mills, and Duple Motor 
Bodies show. But the treatment here of stocks is still 
too rigid and one may reasonably hope that the 
Common. Market researchers will end by advocating 
more elasticity, so that concerns which prefer to 
use base stock methods or last-in, first-out may be 
allowed то employ them. We might recall here that 
the Royal Commission in 1954 advocated greater 
elasticity in the treatment of stocks, but its recom- 
mendation is still in some Government pigeon-hole. 

Companies which draw part of their income from 
outside the U.K. will doubtless agree that the present 
system of allowing double taxation relief has become 
so complicated that it is almost at times incompre- 
hensible. It is sometimes necessary to resort to the 
use of quadratic equations to find the answer. The 
system of allowing credit has become inordinately 
difficult to work in many cases, and because of the 
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variants of overseas taxes, has often failed in its 
primary. object. Taxation of overseas income is 
generally more liberal on the Continent thar here, 
and one hopes that harmonization in this field could 
be reduced to the simpler form of exemption vsed in 
France and Italy or the flat reduced rate used in 
Belgium. 

In theory, once the national systems of taxation 
within the E.E.C. are harmonized, it might пої be 
necessary to tax again income passing over the 
national frontiers within the E.E.C. But in р:асісе 
it may be impossible to hope for such а de:irable 
consummation within the foreseeable future, and 
where income passes over the frontiers, ther» may 
have to be a further development of bilateral treaties 
pending the exemption of such income outside the 
country where it has been earned. 

On top of all this, one must face the fact that 
between countries like, say, the United Kingdom, 
Germany, and Holland on the one hand, and =rance 


and Italy on the other, there is a vast abyss between · 


what tax law says and what tax practice and morality 
allows. It is fair to ask how it is possible to harmonize 
taxation systems till you have harmonized tax 


morality. This must remain an open question. I do: 


not know the answer to it. 


Delphic Oracle Department 
Is it possible to attempt a forecast of the changes 
that may occur in fiscal policy, so far as it affects us? 
Му guesses would be as follows: 


(i) Indirect taxes 

That purchase tax will go, and that in its plese we 
shall have something like the French added-value 
tax coupled with a small retail sales tax. 


(ii) Direct taxes 

(а) That the rates will tend to coincide more 
with those of Europe, both for comoanies 
and individuals; 

(Б) that the base for assessment will be extended 
to include various types of capital gains, at 
least so far as companies are concerned 

(с) that the main types of deductions such as 
depreciation, and the adjustment of stocks 
and treatment of losses will be made more 
uniform; 

(d) that the tax relationships between companies 
and shareholders will be put on a morz uni- 
form basis. 


(iii) Social security 

My guess is that United Kingdom companies will 
be faced with a bigger bill to bring them in lin: with 
continental practice. 


(iv) Estate duty 

I have not touched on this in my paper beczse it 
has not yet, so far as I know, been effectively discussed 
by any of the Common Market committees of inquiry 
but I mention it because in my view there is a grave 
distortion of the Common Market if, in any one f the 
countries, industrial capital is removed by the State 
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in large chunks on the deaths of individual proprietors 
or on the deaths of the main shareholders in private 
companies. There will be a drastic review of estate 
duty levies in this country within the next ten years. 


(v) Law of domicile 

This is likely to be an important matter for discussion 
in due course, especially as the law of domicile as 
applied in the United Kingdom is very different 
from that of the Common Market. Broadly speaking, 
the continental idea of 'domicile' is based on a 
person's ‘home’, and this idea is very close to the 
idea of ‘ordinary residence’. There have been two 
abortive Domicile Bills introduced into Parliament 
within the last three years, ostensibly by private 
members. Both of them foundered because they 
did not take sufficient note of the fiscal problems 
which arise, because in the United Kingdom there is 
a community of individuals domiciled abroad, but 
perhaps ordinarily resident here. The authors of the 
Bills apparently did not consider the disastrous 
effects of these Bills on the foreign colony here, 
both for income tax and estate duty. Whether we 
shall see another Domicile Bill or not in the same 
series it is difficult to say, but it is clear that the Bills 
cut both ways – they will make life difficult for the 
foreign community here, but they will equally make 
avoidance of death duties by United Kingdom 
citizens much more possible. This is perhaps why 
the Inland Revenue might oppose-a change in 
domicile basis. But the Common Market will intro- 
duce another complicated problem, and a decision 
will have to be taken within the next few years on 
whether we go into the Common Market with a law 
of domicile similar to that of the other members. 


(vi) Effects outside the Common Market 

Without a doubt, if the fiscal changes inside the 
Common Market go the way I have suggested they 
might, it will be the biggest fiscal revolution in 
civilized countries since the dawn of our history. The 
right to levy taxes in as curious a way as the national 
State may demand has been a feature of the history 
of the rise of every national State. Each country has 
chosen its fiscal laws in accordance with the national 
temperament. In this country we have had the 
window tax, the inhabited house duty, and the tax 
on liveried servants — all in fairly modern times. 

If all the national 1diosyncracies disappear and we 
are to have a harmonization, if not an unified Euro- 
pean tax structure, it must have repercussions outside. 

Just as the nation-States of the Commonwealth 
have to a larger or a lesser extent imitated our own 
fiscal policies, I expect other countries and other 
continents to follow the lead of Europe. For example, 
some of the fiscal studies in Canada at present are 
being conducted to inquire how Canadian trade is 
being stultified by heavier or more oppressive taxes 
than in Europe. Just as a stone in a pool throws out 
ever-increasing circles, I expect the changes in 
European fiscal policy to have harmonizing influences 
on similar policies in every other part of the world. 
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Weekly Notes 


OUTDATED ARTICLES? 


N article in the February issue of Technology - a 

monthly review published by The Times ~ dis- 
cusses articled pupilage, taking the legal and account- 
ing professions as the main examples. The anonymous 
writer designated ‘Our Own Correspondent’ describes 
the familiar system by which chartered accountants 
are trained in England and Wales, and then fires 
some reverberating broadsides at the system which 
he calls *medieval', and at the report of the Parker 
Committee. He concedes that the system is admirable 


in theory, but states that the wages paid to articled - 


clerks are 'scandalously роог, while 'principals no 
longer have time to instruct their pupils in person' 
and so leave them to other members of the staff and 
‘the educational horrors of correspondence courses’. 
The Parker Committee’s proposals are described as 
‘feeble’ and ‘profoundly disappointing’; they do not 
seek, the article states, to raise the minimum entrance 


qualification of articled clerks, or to provide the latter: 


with free time for study, or to foster full-time 
education at technical colleges and the universities. 

The writer of the article puts forward his sugges- 
tions as to how he thinks the Council of the Institute 
ought to react to the Parker Committee’s report. He 
suggests they welcome the report as a ‘worthy piece 
of work’ which does not go far enough. He also 
sets out some of the difficulties that would face the 
Institute if it adopted his proposals, but he goes on to 
ask: “Сап the Institute afford not to take these 
measures? Can they afford to risk a future when 
their recruits will be drawn exclusively or mainly 
from the poorer academic levels of school-leavers? 

The article, which is reproduced elsewhere in this 
issue, is a forthright one and must be one of the most 
serious pieces of criticism to be levelled against the 
profession in recent years. It will no doubt evoke 
strong reactions among practitioners, some of whom 
may care to submit their views for publication. 


IRISH INSTITUTE’S EXAMINATIONS 


N the Final examination (old syllabus) of The 

Institute of Chartered Accountants in Ireland held 
in November 1961 there were forty-three successful 
candidates. The First Place and the Arthur H. Muir 
Memorial Prize were won by Mr D. L. Нађу, of 
Booterstown, Co. Dublin; the Second Place by 
Mr D. Delaney, of Dublin, and the Third Place by 
Mr J. J. Hayes, also of Dublin. 

The names of the successful candidates, together 
with the names of the successful Irish candidates 
in Part II of the Final examination held under the 
syllabus of Ње. former Society of Incorporated 
Accountants, are given elsewhere in this issue. 
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PLANS FOR INCOMES 


HE Conservative Central Office has issued a 
popularized version of the White Paper Incomes 
Policy: The Next Step (referred to in a leading article 
in this issue). The main difference between the two 
documents is that the Party pamphlet sets out quite 
unequivocally the Government’s policy for incomes. 
It says that the Government aims to do three 
things. First, it hopes to achieve a faster rate of 
economic growth. Second, it wants to obtain a more 
vigorous development of the export trade. Third, 
it expecis to achieve a steadily rising standard of 
living with full employment.- The pamphlet says that 
this policy can secure a lasting and steady improve- 
ment in living standards but that the policy would 
be in jeopardy if money incomes were to rise faster 
than the volume of national production. 

The pamphlet says the first phase in this pollen 
is the ‘pay pause’ which is due to come to an end on 
March 31st. Thereafter the Government aims to have 
a period of restraint when wages, salaries, dividends 
and profits are measured against national output. 
It is probably more than a coincidence that the end 
of the pay pause coincides with the end of the fiscal 
year. The policy as a whole will clearly be vitally 
affected by this year’s Budget when the Government 
will be able to announce both its own contribution 
by carefully controlled public expenditure and its 
taxation proposals for the new fiscal year. 


CAPITAL GAINS IN AMERICA 


ЈЕ is by now common knowledge that Somerset 
House is finding the task of implementing Mr 


Selwyn | Lloyd’s promise to tax speculative short- 


term gains far from easy. Both on the score of equity 
and on administrative grounds a capital gains tax 
offers especial problems. Some of these are very 
evident in the American tax which is discussed in a 
short discursive article contained in the current issue 
of The Bankers’ Magazine.) Аз a revenue raiser, as is 
evident from the table below, the tax is distinctly 
disappointing. 

Percentage of total 
individual and 
corporate income 
tax receipts 


Estimated total 

receipts of tax 

on capital gains 
($ thousand million) 


1958 270 3 
1957 r6 279 
1956 z'o 3'7 
1955 2-1 41 
1954 r6 37 
1953 т.о 2'0 
1952 I'I 2'3 
1951 rz 2:6 
1950 r2 3:3 
1949 06 2'4 
1948 o8 2:9 


1 ‘Lessons from America’s Capital Gains Tax’, by Ursula К. 
Hicks and Herschel I. Grossman. 
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If Mr Lloyd's tax were to produce the same yield 
in relation to the United Kingdom income Ех, it 
would provide the Exchequer with less tham the 
currerit stamp duties. The poor yield from the 
American tax arises in part from avoidance which 
the exemption of accrued gains cn assets passing at 
death permits, and no doubt from the unwillingness 
of asset owners to liquidate muck. appreciated zssets. 

An especial feature of the American tax & the 
preparedness of Congress to regard the classification 
of income as capital gain, whereby it is taxec at a 
maximum rate of 25 per cent, as ‘a convenient vzhicle 
for granting tax relief for a variety of purpose: to a 
variety of groups’. The authors point out thet the 
present statutory definition of the short-term, i 2. six 
months, is too short to bring into charge all spect-ative 
gains which within that period are taxed as orcinary 
income. Congress is unwilling, however, to extend 
the period because it may tken discourag: the 
liquidation by genuine investors of assets whick. offer 


- a substantial gain. This ‘locked-m’ problem wkich а 


severe rate of tax can create would exert ha-mful 
effects on the securities market. There have. been 
various proposals in the United States for the 
introduction of tax-free ‘rollovers’, whereby ап gain 
from realization is tax exempt if the proceeds are 
reinvested. The conclusion to be drawn froma the 
article is that after nearly fifty years of experi- 
mentation, the Americans аге szill dissatisfiec with 
their tax on capital gains. 


NATIONAL LAND FUND IN 1960-6: 


НЕ National Land Fund was established ander 

the Finance Act, 1946, empowering the Treasury, 
in cases where property is accepted by the Com- 
missioners of Inland Revenue for payment of death 
duties, to pay from the Fund to the Commissioners 
the amount of the duties and to dispose «f the 
property at their discretion. Under the Finance Act, 
1953, the use of the National Land Fund was extended 
to allow for the acceptance of okjects of histor-cal or 
artistic interest. A section of the Historical Buildings 
and Ancient Monuments Act, 1953, enabled the 
Fund to be used for expenses incurred bv the 
Ministry of Works on buildings of outstending 
historical and architectural interest. A third ext=nsion 
was made in the Finance Act, 1956, when the Fund 


was extended to provide for the acceptance of works . 


of art irrespective of their conneczion with a par-icular 
building. 

The Fund was originally opened with an issue of 
£50 million from the consolidatzd fund in the fiscal 
year 1946-47 and this was reduced to £10 million 
by the cancellation of some of the Fund's investments 
in October 1957. 

А sum of £246,000 is recorded in the present 
account as paid to the Commissioners of Inland 
Revenue for landed properties chattels asscciated 
with certain buildings, property transferred to the 
National T'rust and placed on public view and caattels 
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loaned or transferred to the National Trust for 
Scotland and placed on view to the public. £33,000 
is recorded as paid to the Minister of Works for the 
expense of management and custody of properties. 
The total payrnents made from the Fund since it was 
established in 1946 have been £4-3 million. At March 
31st, 1961, there were a number of cases where the 
Commissioners of Inland Revenue bad agreed to 
accept property and chattels in consideration of death 
duties where the transactions were yet to be com- 
pleted. The total involved was about £625,000. 


MORE BUDGET ADVICE 


N a memorandum submitted to the Chancellor of 

the Exchequer on the coming Budget by the 
Incorporated Society of British Advertisers and the 
Institute of Practitioners in Advertising, the two 
bodies.state that any tax on advertising must be a 
deterrent to the economical marketing of consumer 
goods and to the sales efficiency of British manufac- 
turers. The existing television advertisement duty 
is of limited effect, and is, they believe, the first tax 
to be levied on productive services. 

At best, the memorandum continues, such a tax 
must lessen efficiency and at worst, it amounts to an 
official discouragement of effective selling. This is 
particularly apparent in the case of a manufacturer 
wishing to enter an established market for the first 
time. His selling effort, in any event, is initially very 
costly and if, in addition, he has to pay tax on that 
selling effort he is seriously hampered. 

Referring to the Common Market, they express 
the belief that manufacturers should receive the 
maximum encouragement from the Government to 
develop and sell their products with the greatest 
possible efficiency and economy. A tax on any part 
of advertising, they declare, must inevitably be a 
disincentive, just at a time when industry needs the 
greatest support to: meet the fierce competition 
which the Common Market will bring. ‘The case 
for the abolition of the television advertisement duty 
is a strong one and there is an even stronger case 
against its increase or extension’, they conclude. 


HIGHER GOLD RESERVES 


N January the gold and convertible currency 

reserves of the sterling area went up by £33 million 
to £1,218 million. Apart from a small decline in 
December this was the fifth successive advance in the 
reserves, excluding the repayments to the Inter- 
national Monetary Fund, since the emergency Budget 
introduced bv the Chancellor of the Exchequer last 
July. 

One of the reasons for the good performance of 
the reserves in January was the return of funds after 


the end of the calendar year which had been with- 
'drawn, notably to the Continent, for 


*window 
dressing' purposes. It appears that there has been a 
strong flow of funds back from Germany and the 
dollar has been comparatively weak again following 
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the announcement of the increased United States 
payments deficit in the fourth quarter of 1961. 


The continued high interest rates in London are 
attracting short-term money for investment, and the 
opinion is growing that if funds are to come to 
London for short-term investment they must come 
soon in case Bank rate is reduced. In the longer term 
the upward trend of American interest rates suggests 
that funds are not likely to be committed to London 
for long periods. What actually happens to foreign 
funds will depend very much on the attitude which 
the Government takes in the approaching crucial 
stages of the negotiations for the wage increases in 
key industries. 
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CHANGED BASE FOR PRODUCTION INDEX 


T was announced last month that the monthly index 

of industrial production is now to be calculated on 
the base year 1958 instead of 1954. The purpose of 
the index is to show month-to-month changes in 
output and it is clearly desirable that an indicator of 
the short-term trend, as this is intended to be, should 
be kept up to date so far as the weighting of different 
industries is concerned. The detailed results of the 
full census of production in 1958 are now available 
and this is the reason for choosing that particular 
year as the new base. The last time the index had a 
change of base was in 1958 and before that in 


1952. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 110 


UR board of directors recently assembled in 

confidential conclave to deliberate on a most 
momentous decision. The issue was grave — indeed 
crucial. What salary increases (if any) should the 
senior staff get? 

It’s been a liberal education to sit in on these 
board meetings. The directors have at their finger- 
tips the history of the last decade's industrial disputes; 
` they know the wage-claims, the strikes, the ‘go-slows’, 
the settlements in shillings and hours, and the rising 
cost of living. Our personnel director can assess the 
merits of a union demand and its chance of success 
(pay pause apart, of course) to the last halfpenny. 

The chairman is of the older generation; his ideas 
of the value of money are outdated and he still 
thinks {50 is a generous rise. It’s a change from the 
days when, as an auditor, I accepted unthinkingly 
the salary or wages books without question or study – 
provided they were signed by a properly authorized 
official. 

But with our senior staff we come suddenly to 
uncharted territory. How do you assess the sales 
manager and his assistants, the factory manager and 
his deputy, the office manager, or the two chief 
departmental managers whose shrewd buying has 
contributed so much to our prosperity? What about 
our maintenance engineer with his flair for economical 
repairs, or my own senior accountants? What indeed 
about the company secretary? Hearing most of the 
others discussed, he knows the mind of the board; 
what they say of him in his absence is the eternal 
‘enigma. | 

The prospects vary. Some executives, like those 
in the sales departments and the factory, can be 
measured by the rough-and-ready figures of improved 


turnover or output; some, like the engineer, have 
scalps to be seen at their belts. He recently looked at 
a foundation collapse near the lift-shaft, for repairing 
which cur architect had estimated an astronomical 
sum, and fixed it in ten days with his normal staff, 
by his own ingenious initiative. One departmental 
manager got an exceptionally big increase without a 
word of dissent; he's young, able and ambitious; 
he'll go elsewhere quick if we don't pay him enough. 
The other is too old to leave us; how much extra 
should he get for seniority and years of loyal service? 

Then comes the turn of my senior accountants. 
Their case has to be fought hard; there's no yardstick 
for them. Our year's work has been efficient but not 
eventful; it hasn't made an impact on the directors; 
we had no dramatic crises to overcome. I quote 
“happy is the country with no history', but the chair- 
man doesn't get the significance. The deputy-chair- 
man states bluntly that only operating staff should 
share in our enhanced operating profit; accountants 
rate comparatively nominal rises. I point out that if it 
wasn't for our brilliant credit-control, againsé stiff 
and ill-judged opposition, we'd have incurred some 
really nasty bad debts. This is tactless and rouses 
opposition. Тће directors aren't pleased with my 
attitude, but if I don't fight, we'll get nowhere. 

Why didn't I keep a little private notebook when 
I was an auditor — black-covered, all codes and 
initials — giving details of salary ratios among our 
clients? So much for chief accountants, so much 
‘pro rata for managers of all grades; such proportions 
in manufacturing as compared with distribution or 
administration? If I could have my time over again, 
I'd equip myself for this type of argument. I fall back 
doggedly on the old principle that we should get the 
same average percentage rise as the others. 

This time Prinny comes suddenly to succour us. 
He quotes jovially the analogy of the quaint old 
Chinese custom of paying the doctor when you're 
well and vice versa. Тће deputy-chairman finds this 
funny and starts chuckling; in the release from 
tension, our section does quite well. Deo gratias. As 
long as they don't remember our mistakes this time 
next year and cut our pay accordingly. 


4- 
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· Finance and 
Commerce 


Wolseley-Hughes 


HE subject of this week’s rep-int is the acccunts 

of Wolseley-Hughes Ltd of Birmingham (caair- 
man: Mr N. С. Lancaster, M.B.E., Е.С.А.), a company 
with diverse interests in engineering. The Wolseley 
part of the name covers Wolselev Engineering Ltd, 
with its sheep-shearing eauipmen: etc., and which, if 
our recollection is correct, gave the name ‘Wolszley’ 
to the motor-car, and also had a connection witk the 
‘Austin’ of the motor-car world. 

The Wolseley-Hughes grouping is of comparatively 
recent formation; it came about, ia fact, on May rst, 
1958, by the amalgamation of Geo. H. Hughes Ltd 
with Wolseley Engineering. То this nucleus was 
added Adams & Benson (Agricultural) Ltd in Jaruary 
1959; Rapid Magnetic Ltd, with its electro-lmting 
magnets in November 1959; Nu-Way Heating Plants 
Ltd, and its subsidiary, Oil Burner Components Ltd, 
in November 1960; and Accles & Shelvoke in April 
1961. 

"M: R. E. Woodward, F.c.a., director-secrstary 
of the group, draws attention to one big drawback, 
information-wise, of the building of a grou» of 
.« businesses in this way: the audited accounts shcw an 

‘apparent growth of profits moze rapid than has 
actually been the case and do not reveal the true 
progress in profit-earning which has been achicved. 
Tt is a point which on more than оге occasion has been 
the subject of comment in these columns. 


Ten-year View 


Accordingly, with these Wolseley-Hughes acco.ints, 
shareholders are provided with a ten-year profit 
summary which gets around tke difficulty. Profit 
and taxation figures are given on the basis that a] the 
subsidiaries had been members of the group through- 
out the whole ten-year period but, of course, іс has 
obviously been necessary to apportion profits on a 
time basis where the time factor was involved. 

The usefulness of these figures, given in Table r in 
@ the report and included in our reprint, can be ap- 
preciated when set beside Table 2 (also inch ded) 
which covers the building up of the group. Table 2 
includes only subsidiaries’ profits earned after the 
actual dates of joining the group, the seven months' 
period, for instance, including seven montbs of 
Wolseley's profits but only three months of Hughes's. 

This raises a minor point that might be worth 
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consideration. Table 2's £455,965 can quickly be 
traced to the consolidated profit and loss account 
but the derivation of the figure in the consolidation, 
though seemingly obvious, is not as apparent as it 
might be; the italic type of the £7,783 above it does 
not give sufficient distinction to the ‘minus’ figure. 
Тће point will be appreciated in the reprint where 
the italic figures are set in lighter type. 


One Column 


` Tt is useful in these Wolseley-Hughes accounts to 


have the account on the left and the relevant notes 

on the right. This is a matter raised here some years 

ago when accounting evolution was tending towards 

the removal of detail from the accounts to separate 

notes. The conjunction of account and notes cer- 

tainly obviates the need to ‘flip’ from one to the’ 
other. 

The use of one column in the account for all the 
figures is, however, a debatable point. It may have 
an element of subconscious attachment to the past 
which gave us the ‘item’ figures in one column with 
group totals carried out and thus emphasized. 
Maybe the accountant’s eye is developing a double 
sight that keeps one eye, as it were, on the item figures 
and the other on group totals. It is this sort of thing 
on which the present generation has an influence. 
because what seems an improvement now may well 
become accepted practice in the future. One recalls 
the argument there was at one time, about the elimina- 
tion of shillings and pence from published accounts! 

Wolseley-Hughes also takes the mildly revolu- 
tionary step of eliminating the chairman’s statement, 
which has been combined with the directors’ report. 
This, of course, opens up a wide vista for discussion, 
for which there is no space here at present. There is 
no doubt that the provision of chairmen’s statements 
with the accounts was an improvement on the tradi- 
tional chairman’s speech at meeting; and despite 
the fact that it is a statutory document, the directors’ 
report is the ‘Cinderella’ of published reports and . 
accounts. Provided statutory requirements are ful- 


‘filled, therefore, there would seem to be no reason 


why the directors’ report should not be expanded 
to cover the chairman’s statement and this does 
emphasize, as Mr Woodward points out, the board’s 
collective responsibility. 


Replacement TV 


War is going to happen in the radio and 
television industry? There is a reflection of the 
present situation in the accounts to September зо, 
1961, of Lloyd's Packing Warehouses (Holdings) Ltd 
which show a trading loss of £258,820 as compared 
with a trading profit of £633,434. The major contri- 
bution to the adverse result, says Sir Eric A. 
Carpenter, the chairman, was the heavy loss of 
£528,038 incurred in Regentone Products Ltd. 

Sir Eric refers to his statement of the year before 
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on the ‘deplorable’ conditions in that industry. the further heavy loss which continuance in manufac- 
These, he now says, led to the decision to dispose of ture, he says, would undoubtedly have entailed. It 
the factory and plant at Romford and to enter into ` did not, however, relieve the company of the disposal 
an arrangement for manufacturing to be carried out of accumulated stocks in a deeply depressed market. 
to specification on a contractual basis. This operation Whatever may be said about the effect of hire- 
yielded a capital profit of £83,619 on the assets dis- purchase restrictions etc., is it possible that the ТУ 
posed of, eased the financial position and stemmed industry is getting near ‘replacement basis’ working? 





` WOLSELEY-HUGHES LIMITED ` 
Financial History and Information i | 


TABLE I 


Profits of the Companies now comprising the Group 


Apportioned on a time basis where necessary and on the basis that all subsidiaries had been members of the group throughout this period. 
























| Year ended 3Ist July 1952 1953 1955 1956 1957 1958 1959 1961 
Consolidated Profit : 
before Taxation ex es 236,515 225,494 327,320 361,286 317,640 292282 310,02! 507,669 
Taxation .. ба n ca 141,702 141,847 172,463 190,525 171,025 168,511 156,421 218,934 268,727 
94,813 83,647 133,945 154,857 170,761 146,615 123,77i 153,600 209,310 238,942 
Add Surplus Taxation provisions 
of previous years m pe 4,939 4,068 5,923 9,062. 674 740 3,790 9217 8,286 5,711 










99,752 87,715 139,868 171,435 147,355 127,561. | 162,817 | 201,024 | 233,231 
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Deduct Proportion attributable to 







































































Outside Shareholders Зи 95 8! 219 270 — — — — — 
£ 99,657 87,634 139,649 171,165 147,355 127,561 162,817 | 201,024 | 233,231 
TABLET... ` 1958 1959 1961 |: 
7 months 
Profit of the Group before Taxation E ws Ма m Şi Sk 34 s E = 53,794 179,958 273,336 455,965 
Taxation .. " ze: 4$ 5% E s m i ae T và e 7 Е] 44229 82,599 :| 145,001 | 244,690 
, Exceptional Items .. vis oe ee КА Ба “š Fi ëk ee y ae sd (2,502) (12) 8,918 7,606, 
Consolidated Net Profit .. ais e 54 P is Pr VE AR — се ae 2 6,963 97,347 137,253 218,881 ` 
Preference Dividend Net S Vs 5 xs Vi x V - ve Ар .. £ 1,294 5,512 5,512 
Net Profit accruing to Ordinary Shares es $^ d» v E" vs vd vs .. £ 5,669 92,003 131,741 213,369 
Ordinary Dividends, Rate, Gross es ‘ie .. as ES ES a ve vs € 5.5/6% 1095 15% 
Amount, Net MM 22 a "x а vs š ae ub 13,896 43,104 95,133 
Times Covered  .. š . ne . m a — 2.14 2.24 
Funds Retained in the Business: Depreciation ss x Бо yg sd wo es .. £| 15,606 52,246 97,894 
Profit .. s Wat D я ки ых wat ye 5. x (8,227) 48,899 118,236 
Profit before Taxation in relation to Preference and Ordinary Shareholders’ Funds employed in the 
business .. xx es vis aa EM "s .. m vx .. A Ts — 14.8% 23.2% 
Number of Employees... as Ae ja ös Е .. n M ES x» P. 1,100 1,150 1,700 
Number of Shareholders .. er - .. .. à E "m ia a is - 600 850 








and its subsidiaries. 


NOTE: Wolseley-Hughes Limited was established on Ist May, 1958, by the amalgamation of Geo. H. Hughes Limited, with Wolseley Engineering Limited. ' 


Adams & Benson (Agricultural) Limited Joined in January, 1959; Rapid Magnetic Limited in November, 1959; Nu-Way Heating Plants Limited 
and its subsidiary Oil Burner Components Limited, in November, 1960, and Accles & Shelvoke Limited, in April, 1961, 


The profits of the Group, which are summarised in Table 2 above, include only the profits cf the subsidiary companies earned after the actual 
dates of their joining the Group; for instance, the trading period of seven months ended 3Ist July, 1958, included seven months of Wolseley's 
profits but only three monchs of Hughes' profits. | 


To enable shareholders to appreciate the annual rate of profit earning over a long period of the companies now comprising the Group, their 
respective profits have been added together for each of the last ten years and аге summarised in Table ! above. 
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WOLSELEY-HUGHES LIMITED AND SUBSIDIARIES 
Statement of Movements in Reserves 


STATEMENT C 















Share 


Account 





Consolidated Balance Sheet: 
Balance 31st July, 1960 


Movements in the Year: 

Surplus on revaluation of Buildings and Land s certain 
Subsidiaries .. 

Surplus on liquidation of; a Subsidiary | 

Difference on Exchange arising in year 

Difference between cost of shares in Subsidiaries and 
the book value of net assets attributable, t to such 
shares . S ws 

Arising on issue of Ordinary Shares 

Transfers between reserves .. 

Transfer from Profit and Loss Account. 

Changes in composition of the Group 

Net Profit retained in the business 


ACCOUNTANT 


Debenture General 
Preraium Redemption Capital 
Reserve 


28,404 
2,296 
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Figures in italics represent deductions. 


CAPITAL RESERVES 


REVENUE RESERVES 






Excess 
Replace- 

ment 
Cost of Unappro- 
Fixed priated 
Assets Profits 







Taxation 
Equali- 
sation 

Account 


General TOTAL 


Reserve 





Reserve 






























£ £ £ £ 
91,490 17,181 71,609 430,280 
146,202 146,202 
741 741 
55 55 
42,116 42,116 
у 69,000 

266 25,712 25,978 
2,884 10,606 13,490 
13,236 41,640 
50,000 65,940 833 








Balance at 3Ist July, 1961 .. 





69*000 


30,700 








196,638 300,000 





41,832 





27,787 111,571 











Wolseley-Hughes Ltd. 
Balance at 3155 July, 1960 


Movements in the year: 
Arising on issue of Ordinary Shares on acquistion ж 
Accles and Shelvoke Ltd... .. 
Net Profit retained in the business 


Balance at 315: July, 1961 .. 





CITY NOTES 


HE return of institutional buyers in force to the 
gilt-edged market has been the outstanding 
feature of stock-market activity this week. Fcr some 
time institutional investors have not been part:cularly 
avid supporters of equities and have shown a ten- 
dency to turn from overvalued growth shares towards 


higher yielding issues. 


There has not, however, been much drive to the 
trend until now. With a reduction in Bamk rate 
overdue and with the industrial growth outlook 
becoming increasingly suspect, both. throuzh the 
pressure on industrial earnings and through con- 
tinued 'restraint' in dividend payments, there has 
now been a concerted movement towards: fixed 
interest stocks and towards Government stocks in 
particular. 


Institutional investors have also shown a tendency 
to go for slightly longer redemption dates ard, in a 
market none too plentifully supplied witk stock 
around current levels, the effect on prices has been 
considerable. 


It is a long time since the gilt-edged market 
flourished at the expense of equities but the impres- 
sion is that the movement may go some way further. 


New equity investment is now tending to be 
restricted, on a defensive basis, to new rights offers 
where shares become available at prices below existing 
market levels. 


£296,338 





£481,190 












311,971 


69,000 
54,881 


435,852. 








£341,812 


RATES AND PRICES 
Closing prices, Wednesday, February 7th, 1962 
Tax Reserve Certificates: interest rate (25.11.61) 31% 


Bank Rate 
Nov. 20, 1958 4% Dec. 8, 1960 5% 
Jan. 21, 1960 5% July 26, 1961 79 
June 23, 1960 6% Oct. 5, 1961 64% 
Oct. 27, > 53%  Nov.2, 1961 6% 


Treasury Bills 


Dec. I £5 7s rod% Jan. 5 £s 8s 7814% 
Dec. 8 £5 6s 534d 7; Jan, 12 £s 8s боза 
Dec. 15 £5 6s 483d 9, Jan. 19 £5 65 2:35d% 
Dec. 22 £5 7s 3'1894% Jan. 26 £5 45 т0'064% 
Dec. 29 £5 8s о724% Feb. 65 4s 493d% 
Money Rates 
Day to day “rst 2 Bank Bills = š 7 
7 days 435 2 months 5345 75 
Fine Trade Bills 3 months ai WA 
- 3 months 63-73% 4 months 54-5 ts 76 
4 months 63-74% 6 months 54-58% 
6 months 7-8% | 
Foreign Exchanges 
New York 2:813-3 Frankfurt її'244—} 
Montreal 2:941—95 Milan 1747-3 
Amsterdam 10:18+-1 Oslo 20:04%-% 
Brussels 140'061—07$ Paris 1379-3 
Copenhagen  19:37i-i Zürich 1217-1 
| Gilt-edged 
Consols 4% 614 Funding 3% 59-69 83% 
Consols 2$ 7; 40% Savings 3% 60-70  7офха 
Conversion 54% 1974 92% Savings 3% 65—75 71xd 
Conversion 5% 1971 91$ Savings 24% 64-67 864 


Conversion 34% 1969 Eos 
Conversion 34 3⁄2 

Exchequer 5$ % 1966 HE 
Funding 5+ 1⁄2 82-84 90% 
Funding 4% 60-90 894 
Funding 38% 99-04 HA 


Treasury 54% 2008-12 86$ 
Treasury 5% 86-89 85 
Treasury 34% 77-80 71 
Treasury 34% 79-81 691xd 
Treasury 23% 401 
Victory 4% 


Funding 3 $4 66-68 War Loan 34% 


шаль 
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Correspondence 


Letters must be authenticated by the пате. and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Trade Unions and Professional Auditors 


Sin, – Although it is true that for many years now 
trade unions in this country have had their central 
funds audited by professional accountants, the same 


situation has not prevailed in many of the local 


branches of trade unions, although the amounts of 
money handled may be very large and the accounts 
complex. 

The normal practice has been for two lay members 
of the local branch to act as auditors, and while the 
British trade union movement is remarkably free 
from financial dishonesty, there is no doubt that many 
local branch accounts are kept and audited in a 
lackadaisical and haphazard fashion. 

The Post Office Engineering Union, representing 
some 76,000 telephone engineers in the country, is 
well aware of this situation and has now incorporated 
into its rules a permissory clause allowing local 
branches to use professional accountants for the 
purpose of auditing the annual accounts of the branch. 

'Ihe National Executive Council has also given 
positive advice to its branches to substitute, as far as 
possible, professionally qualified accountants on a 
professional basis for lay auditors when the annual 
accounts are due for scrutiny. This measure is being 
taken, not because there is any suspicion of the loose 
handling of Union moneys in the branches, but 
it is felt a far more competent job of work can be 
performed by a professionally qualified accountant 
no: merely on the mechanics of auditing, but also by 
way of useful advice which can be given in the pre- 
paration of the branch's accounts so that they can be 
submitted to the membership of the branch in a 
readily understandable fashion. 

This advice is being taken by the majority of the 
Union's 255 branches and the change-over to the use 
of professional accountants is now taking place 
throughout the Union. 

Yours faithfully, 
L. J. SAPPER, 
Deputy General Secretary. 
London W5. Post OFFICE ENGINEERING UNION. 


The Training of Accountants 


бтв, ~ Like Mr Kenneth 8. Most, whose letter on this 
subject appears in your issue of January 27th, I have 
had the experience of attempting to devise courses to 
explain accountancy to managers, and, like him, 
found myself forced to turn to an American textbook. 
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It is, in my view, a pity that the Institute does not 
more courageously develop latent talent such as I am 
certain exists, to its own additional prestige, by 
sponsoring the production of books by members. 
Whether this is done by accepting theses for some 
additional diploma or merely by selecting subject for 
study and writing by groups, or individuals, is less 
important than that we should, as British accountants, 
help to біте а leadership in these matters where it is 
needed. у 

It is also, in my view, unfortunate that much of the 
training of students by postal tuition is necessarily 
somewhat limited in scope, and would of itself 
hardly qualify for the description of ‘education’ in 
its widest sense. Therefore, though as a practitioner 
fully aware of the financial problems inherent in 
placing more emphasis оп. а university or college 
system of training, I am still quite certain that the 
authority of the profession would be strengthened 
by a trend in this direction, so long as such training 
does not completely replace the requirement for a 
certain basic practical experience as an essential to 
qualification. Where, however, would we at present 
find the tutors such a development would require? 

Yours faithfully, 


London EC2. R. S. WALDRON. 


Sir, – As accountancy bodies grant concessions to 


students holding ‘special degrees’, could not some. 


agreement be reached between the universities and 
the various professional bodies to allow professional 
people, such as accountants, to take a degree and 
granting them certain concessions on 'post pro- 
fessional' courses in certain faculties. 
The comments of other readers would be welcome. 
Yours faithfully, 


"Manchester. J. TRAYNOR, А.С.А. 


Hiring or Owning Cars? 
SIR, – An exercise many accountants are being called 
upon to do is a comparison between hiring cars 
on a contract basis and purchasing outright (with the 
attendant maintenance and repair charges). 1 wonder 
if I can draw upon the experience of any of your 
readers and ask if any general conclusions have been 


drawn by them? Yours faithfully, 
| А. E. ORME, Accountant, . 
Kenton, Middx. COMPUTER DEVELOPMENTS тр. 


Goodwill: Veterinary Practice 
Sir,-I should appreciate any information any 


` practitioner is able to supply with regard to the valua- 


tion of the goodwill of a veterinary practice. The 

practice in question is concerned chiefly with large 

animals, and very little goodwill, if any, is attached 

to the premises from which the practice is carried on. 
Yours faithfully, . 


Bradford. ' WILLIAM C. LONG. 
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SHARE CERTIFICATES — II’ 


RIOR to the Companies Act, 1948, each share in 

a company having a share capital had to be dis- 
tinguished by its appropriate number. In the course of 
time, original holdings became considerably sub- 
divided by transfers, and a holding of, say, one hundred 
shares might easily comprise several groups of distinc- 
tive numbers, e.g. 1356-1365, :681—1724 and 1951- 
1996. As the distinctive numbers require to be written 
onthe share certificate, transfer, transfer receipt, balance 
receipt, register of transfers, register of members, 
etc., the amount of work involved can become quite 
considerable where the shares of a company are 
actively dealt in. 

Whilst the Companies Act, 2948, was under dis- 
cussion, there was considerable difference of opinion 
over the question of abolishing distinctive numbers. 
Those in favour of abolition stressed the work involved, 
whilst those against emphasized their value in pre- 
venting or detecting fraud or mistake. The provisions 
of section 74 of the Companies Act, 1948, represent a 
compromise between these two views. 


The section provides that: 


Each share in a company having a share capital shall 
be distinguished by its appropriate number, provided 


at: 

(1) i£ all the issued shares, or all the issued shares of a 
particular class, are fully paid; and 

(2) rank pari passu (i.e. equally) for all purposes, 

none of those shares need hereafter have a distinguishing 

number so long as it remains fully paid and ranks 

pari passu for all purposes with all shares of the same class 
for the time being issued and fully paid. 

Where a company desires to -ake advantage of this 
section, a resolution of the directors is sufficient, but 
it may be necessary to alter the memorandum. and 
articles of association, e.g. where these refer to 
distinctive numbers. 
` If the shares are quoted on the stock exchange it will 
also be necessary to arrange for a new quotation for 
the unnumbered shares. Existing issued share certifi- 
cates may remain in use, but notice: of the change 
should be advertised, and transfers will be accepted 
which do not quote the distinctive numbers of the 
shares. New share certificates, of course, will not bear 
distinctive numbers. 

It would appear that if new shares ranking pari passu 


' with existing unnumbered shares are issued only 


partly paid, then only the new partly-paid shares 
would require to be numbered, since the existing 
fully-paid shares still “remain fully paid and ranking 
pari passu for all purposes with all shares of the same 
class for the time being issued and fully paid', as 
required by the section. If this were not so, these 
circumstances would necessitate re-numbering the 
existing unnumbered shares until such time as the 
new shares were also fully paid. 


*Part Y of this article appeared in The Accountant of 
January 27th. 

Correction: The reference to section 155 of the Companies 
-Act i jn the first paragraph of Part I should have read ‘section 
455’. 


If new shares are issued of the same class as existing 
unnumbered shares but temporarily do not rank 
pasi passu with them, e.g. they are not entitled to 
participate in the current year's dividend, it would 
appear that this necessitates re-numbering the old 
shares unless the new shares could be considered, at 
least temporarily, as shares of a different class. 


Estoppel 


By section 81 of the Companies Act, 1948, a certificate 
under seal is prima facie evidence of title. At common 
law, however, where a share certificate under seal 18 
issued with the authority of the company, the company 
is estopped from denying: , 

(х) that the person named therein is entitled to the 

shares; or 

(2) that the amount stated in the certificate as having 

been paid on the shares has, in fact, been paid. 

'The company will therefore be liable to damages to 
any person, e.g. a mortgagee, who in good faith relies 
on such a certificate and, in consequence, suffers loss 
(Balkis Consolidated Co v.'Tomkinson ([1893] App. Ca. 
281)). 

Estoppel dees not apply where the certificate relied 
upon has been issued fraudulently without the 
authority of the company, as where the secretary 
wrongfully affixes the seal and forges the signatures 
attesting it, or where, although the signatures them- 
selves are genuine, they have been made and the seal 
affixed, not as the result of a bona fide transaction, but 
as part of a fraudulent act on the part of the signers 
(Rubens v. Great Fingall Consolidated ([1904] 2 К.В. 


712)). 
Duplicate Certificates 


A duplicate certificate to replace an old certificate 
which is torn or mutilated will be issued on surrender 


. of the old certificate, and articles of association as in 


clause 9 of Table A may require payment of a fee, 
frequently 25 ба or such less sum as the directors think 
fit. Stock exchange regulations require that the charge 
shall not exceed rs. | 

From what has already been said regarding the 

effect of a share certificate, it follows that adequate 
precautions to protect the company and its members 
must be taken where a new certificate is requested to 
replace one that is said to have been lost or destroyed. 
Table A authorizes the directors to require such 
evidence and indemnity, and payment of such out-of- 
pocket expenses, as they think fit. The precautions 
usually taken comprise: 

(1) A statutory declaration made by the shareholder 
and sworn by him before a commissioner for 
oaths, setting out the circumstances of the loss or 
destruction of the original certificate. The making 
of a false declaration is a punishable offence. 

(2) An indemnity by the shareholder (stamp 64) by 
which he undertakes to make good to the com- 
pany and directors any loss or expense they may 
incur as a result of the issue of the duplicate 
certificate. (See Example A overleaf.) . 
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(3) А guarantee by a bank or other third party of 
sound financial standing. (See Example B below.) 
Where the amount involved is small, the indemnity 
alone may be considered to give sufficient security for 
the issue of the duplicate certificate. Companies 
usually issue the necessary documents for completion 
by the shareholder and guarantor. Before a duplicate 
certificate is issued, it must be ascertained that no 
‘stop notice’ has been served on the company in 
respect of the shares, as the shareholder may wrong- 
fully be seeking to obtain a duplicate certificate when 
he has deposited the original as security for a loan. 


Example A 
Form of Indemnity 


Leo ПН ЈИ of....... 
in consideration of the issue to me of a 1 duplicate share 
certificate for... .., ordinary shares of... 
each, numbered 
your company, the original certificate No. 
having been mislaid, lost or destroyed, do hereby T- 
take for myself, my ‘heirs, executors or administrators to 
indemnify the company the directors and the officers for 
the time being thereof and save them karmless from and 
against all claims and demands in respect of the said share 
certificate and from and against all losses, damages, costs, 
charges and expenses which they may incur, sustain and 
be liable to, in the event of the said share certificate being 
in any way "dealt with ог being forthcoming at any future 
time or in consequence of their issuing to me a new 
certificate as aforesaid, and I hereby declare that I have 
not sold, pledged or otherwise disposed of my interest 
in the said- shares, and further undertake and agree, if 
the said share certificate should hereafter be found, 
forthwith to deliver up the same to the company without 
cost, fee or reward. 

Dated this... day of... 


Signature... 





inclusive in 
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If required the signature should be witnessed. 
Where a guarantee is also required, the following 
paragraph is added: 


Example B 








concur in the 
ance by the said... 
of the above undertaking. 


Signature... 





On issue, the duplicate certificate must be con- 
spicuously marked ‘Duplicate’ and a note of its issue 
must be made in the member's account in the register 
of members. Future dealing will be made only against 
the duplicate certificate, and if the original should later 


be lodged with the company, a full explanation should, 


be called for and surrender of the duplicate certificate. 
Al correspondence relating to the matter, and the 


Га 


indemnity, statutory declaration and guarantee must . 


be carefully filed. I 

If a share certificate is lost in transit between the 
registered office and the shareholder's address, the 
Shareholder may refuse to give an indemnity covering 
the issue of a duplicate certificate since the fault was 
not his. If the certificate was sent by registered post so 
that delivery could be proved, the Postmaster-General 
may agree to bear the cost of a suitable indemnity issued 
by an insurance company. Otherwise the matter may 
require compromise. If the shareholder first used the 


post as agent between himself and the company, then : 


he or his broker may be prepared to give the indemnity 
when it is pointed out that the company was justified in 
using the post as the shareholder's agent. If the 
company first used the post as agent, then the directors 
may feel inclined to waive the indemnity. 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs ARMSTRONG, ROUTLEDGE & Co, Chartered 
Accountants, of 57 English Street, Carlisle, announce 
that they have opened an office at 41 Darlington Street, 
Wolverhampton. 


Messrs Dixon, WILSON, Tupss & GiLLETT, Char- 
tered Accountants, and Messrs Dixon, WiLsoN & Co, 
Chartered Accountants, announce that they are today 

February той, 1962) moving from 24 Basinghall 
Street, London EC2, to St Alphage House, 2 Fore 
Street, London ЕС2. The telephone number will 
remain unaltered at Monarch 6771. 


Messrs Kemp, CHATTERIS & Co, regret to announce 
the death, on February 151, 1962, of Mr WALTER 
‘TRAFFORD WILLIAMS, Е.С.А., who had been a partner. 
in the firm for many years until his retirement in 
July 1961. | 

Messrs MacINrYRE Hupson & Со, . Chartered 
Accountants, of Craig's Court House, 25 Whitehall, 
London Swi, announce that Mr Jonn- FARRER 
HUDSON, F.C.A., has retired from the partnership, and 
that Mr ROBERT HAMILTON MacInrynre (Jun.), A.C.A., 
has been taken into the partnership. 


Messrs Peat, Marwick, MITCHELL & Co, Southern 
Rhodesia, announce that Mr D. H. NoRTHAGE, A.C.A., 
and Mr R. F. GRIFFITHS, A.C.A., have been admitted 
as partners in their Salisbury office as from January rst, 
1962. 


Messrs Epmunp В. Отввз & Co announce that 


Mr N. J. CUMMINGS, А.А.С.С.А., А.С.1.5., was admitted . 


into partnership on February ist, 1962. The firm will 
continue to practise under the style of EDMUND R. 
Слввз & Co, Certified Accountants, at 17 St Michael's 

Street, Oxford. 


Appointments 


Sir Douglas Waring, C.B.E., F.C.A., has been appointed 
a director of Kamunting Tin Dredging Ltd. 


Mr Richard Ogden, F.c.a., has been appointed a 
chief representative for the industrial finance division 
of the Astley group of companies. 


Mr R. L. Henshaw, F.c.a., secretary of Crittall 
Manufacturing Co Ltd, has been appointed a director 
of the company. 


Mr A. Н. I. Hearn, F.c.a., has been appointed 


financial controller of Ozalid Co Ltd. 


Ф 
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Mr C. B. Jewson, F.c.A., has been appointed a joint 
managing director of Jewson & Sons Ltd. 


Mr John Н. E. Craster, F.C.A., has been appointed 


а director of the Licenses and General Insurance 
Co Ltd. 


Mr S. А. J. Young, J.P., Е.С.А., chief accountant of 
John I. Jacobs & Co Ltd, has béen appointed a director 
of the company. 

Mr,George Ireland, F.c.a., has been appointed a 
director of the Leeds Fireclay Co Ltd. 


Mr R. P. Tovey, F.c.A., chief accountant of The Steel 
Company of Wales Ltd, has been appointed secretary 
to the board of the company. . 


Mr G. E. Young, F.c.A., has been appointed treasurer 
of Mersey Docks and Harbour Board. 


Mr Henry Newman, F.c.A., financial directcr of 
Procea Products Ltd, has been appointed joint mznag- 
ing director of the company. 
` Mr J. Г. Brooke, B.coM.(LOND.), A.C.A., A.C.W.A., 
M.B.LM., has been appointed chief accountart of 
A.E.I. Lamp & Lighting Co Ltd. 

Mr James Sinclair Shearer, c.a., has been appo-nted 
secretary of Calor Gas Holding Co Ltd in succession 
to Mr K. А. E. Parsons, Е.С.А., (retired) with effect 
from February 1st, 1962. Mr Parsons continues as a 


. director. 


` 


% 


Mr P. D. Clarke, c.a., has been appointed ѕесгзќагу 
of the G. Q. Parachute Co Ltd. 


Mr J. M. Craig, с.д., chief accountant of Glaxo 
Laboratories Ltd, has been appointed a director cf the 
company. 

Mt E. J. Perry, F.A.C.C.A., formerly assistant general 
manager of the Pearl Assurance Co Ltd, has been 
appointed a director of the company. 


HOSPITAL SERVICE INQUIRY 
Two Accountant Members of Committee 


"Гуо members of the accountancy profession are among 
the members of the Lycett Green Committe2 on 
administration and clerical staffing arrangemen-s in 
the hospital service announced by the Minister of 
Health on January 26th. 

They are Mr M. S. Rigden, a.c.a., F.H.A., firance 
officer, St Thomas’ Hospital, London, and Mr E. D. B. 
‘Todd, ғ.5.А.А., АЛ.М.Т.А., treasurer, Leeds Regional 
Hospital Board. 


~ 


THE COMPANIES REGISTERS 
(FEDERATION OF MALAYA) ORDER, 1962" 


Тће Companies Registers (Federation of Mizlaya) 
Order 1962!, which came into operation on February 
1st, 1962, extends the provisions of sections 119 to 121 
of the Companies Act, 1943, to the whole of the Federa- 
tion of Malaya. Hitherto these provisions have applied 
only to Penang and Malacca. 

The effect of the Order is to enable a company 
registered in Great Britain and transacting business in 
Malaya to keep a branch register (referred to in the 
Act as a ‘dominions register’) in Malaya of its members 
resident in that country and thus to facilitate and 
expedite the local transfer of shares. _ 


15.1.1962 No. 166. Н.М.5.0., price 3d (by post 534%. 
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OFFICIAL RECEIVER APPOINTMENTS 


Mr Ronald Frank Savage has been appointed to be 
an Inspector of Official Receivers attached to the 
office of the Inspector-General in Bankruptcy with 
effect from February 1st, 1962. 

Mr Geoffrey Charles "Enderby, F.C.A., has been ap- 
pointed an Assistant Official Receiver to act as assistant 
to any Official Receiver appointed for the purposes 
of the Companies Act, 1948, and attached to the High 
Court. The appointment takes effect from January 
22nd, 1962. 


COMMON MARKET BOOKLET 


A useful, factual background to the European Eco- 
nomic Community is provided in a new, forty-eight page 
booklet — The Common Market – recently published by 
the Information Service of the European Community. 
'The booklet reviews the reasons for the creation of 
the European Economic Community, the programme 
of the Rome Treaty, and the progress made in carrying 
it out. It describes the institutions of the Community; 
the steps already taken towards a single market 
through the reduction of internal tariffs; the first 
move towards a common external tariff; the gradual 
abolition of quota restrictions; and associated measures 
such as provision for the free movement of workers 
and capital within the Common Market. 
- A further section details the progress made towards 
common policies in such fields as agriculture, transport, 
and external trade. The future of the Community’s 
association with African countries is also discussed, 
and the prospect of a wider Community opened up 
by recent applications for membership or association. 
Copies of the booklet, price rs, may be obtained at 
booksellers and newsagents. 


ANOTHER RECORD YEAR FOR E.C.G.D. 


Business declared under the Export Credits Guarantee 
Department's ‘commercial’ insurance during the last 
quarter of 1951 totalled {£197°5 million — a record 
for any quarter. Business declared during the year was 
also, at £712:0 million, a. record, with transactions 
amounting to £17°5 million more than i in 1960. 

The face value of comprehensive policies rose 
during the quarter by £31°7 million to 867-1 million. 
New comprehensive policies included general mer- 
chandise (£3 million p.a.), machinery (£2'9 million), 
handling plant (1:4 million), and steel wire ropes 
(Ст'о million). Specific policies issued during the 
quarter amounted to Хто‘: million, and included 
textile machinery (£3:8 million) and fertilizer plant 
(£r4 million). Not included in these figures are the 
659 ‘small exporter’ policies sold since their introduc- 
tion in April (The Accountant, April 22nd), under 
which cover fcr £991,000 has already been allocated. 
Under the financial guarantee facility (also announced 
in the issue of April 22nd), cover during 1961 had been 
agreed in principle on thirteen projects valued at 
about £95 million with loan values totalling some 
£70 million. 

The face value of short-term policies current at the 
end of the quarter was £867:1 million, compared with 
£835°4 million at the beginning of the quarter, and 
£718-4 million at the end gis the corresponding quarter 
last year. - 
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APPRENTICE OF.THE YEAR AWARDS 


Since 1958, the British Junior Chambers of Com- 
merce have organized under the title ‘Apprentice of 
the Year' travelling scholarships which are offered 
to selected appientices who have fulfilled certain 
qualifications. In 1958 and 1959, one award was made 
to a technical apprentice who was given the oppor- 
tunity of spending nine months in Australia, working 
with selected firms in that country. In 1960 the scheme 
was extended and three scholarships were given: to 
a technical apprentice (nine months in Australia), to 
a craft apprentice (six months in West Germany), and 
to a commercial apprentice (six months in the U.S.A.) 
—the latter award in 1960 was won by Mr David 
Allen, of Darlaston, Staffordshire, who had passed 
the Final examination of The Institute of Cost and 
Works Accountants and was studying for the Institute's 
examination in Management Accountancy. 

'The object of the scheme is to select outstanding 
apprentices of the year from industry and commerce 
throughout the United Kingdom and to offer them, 
by means of travel to other countries, the opportunity 
to widen their horizons and their education, which 
would not otherwise be available to them. 

In making their selections, the judges are asked to 
concentrate as much as possible on character and 
personality as on technical achievement. 

The awards in consequence are given to those 
apprentices who are considered to have the charac- 
teristics of intelligence and personality that will 
enable them to take the best advantage of such an 
opportunity. 

'The Commercial Apprentice Award is open to all 
commercial students who: 

(a) Will complete their training courses between Sep- 
tember ist, 1961, and September 3oth, 1962 (both 
dates included). 

(5) Will not have passed their twenty-fourth birthday 
before September 30th, 1962. ` 

(c) Have by March Ist, 1962, obtained Higher National 
Certificate in Commerce or in Business Studies, an 
external degree by part-time study, or an equivalent 
professional qualification. Equivalent professional 
qualification is considered to be the full Final examina- 
tion of bodies such as the Institute of Bankers, the 
Institute of Chartered Accountants, the Chartered 
Institute of Secretaries. [All the recognized account- 
ancy bodies are, of course, included in this category.] 

The closing date for applications in respect of the 
1962 awards is March rst, 1962, and application forms 


and further details are available from any of the. 


Junior Chambers of Commerce in the United Kingdom. 


WAR DAMAGE PAYMENTS 


During 1961 the War Damage Commission paid out 
£7} million compared with £10} million in 1960 and 
613% million in 1959. The average weekly rate of 
payments in the last quarter of 1961 was £143,000. 
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. The Commission paid 2,728 ‘cost of works’ claims 
for repairs during the year, and made 839 instalment 
payments or payments on account. The amount in- 
volved was £5} million of which over £i million was ' 
for the repair and rebuilding of houses. Other principal k 
items were: commercial buildings, Дт million; 
factories, £ł million; churches, £14 million; shops, 
£t million., The average amount of each claim paid 
during 1961 was £1,971 compared with £2,149 in 
1960 and £2,066 in 1959. 

Total war damage payments made by the Com- 
mission now amount to £1,273 million in 4,742,300 
separate payments. Details of the total amounts paid 
by the Commission in some of the larger cases up to 
the end of the year 1961 are as follows: 

Inner Temple and Middle Temple, £2,518,000; 
Guildhall, Portsmouth, £685,000; St Mary-le-Bow, 
London, £51,610; Coventry Cathedral, £845,107; Mar- 
ket, Sheffield, £312,500; Pier, Southsea, £128,000. 


BELFAST SOCIETY OF CHARTERED 
ACCOUNTANTS 


At the annual dinner and ball of the Belfast Society of 
Chartered Accountants held at Woodbourne House 
Hotel on February 3rd, the President of The Institute 
of Chartered Accountants in Ireland, Mr A. E. Dawson, 
F.c.A., and Mrs Dawson were among those received by 
the Chairman of the Society, Mr D. H. Templeton, 
F.c.A. The 200 members and guests present included: 


Mr R. Bell (Secretary, Belfast Stock Exchanze) and Mrs 


+ 


Bell; Mr M. A. Graham (Chairman, Belfast Stock Exchange) 


and Mrs Graham; Mr F. W. P. Hampton, B.coMM. (Chair- 
man, Northern Ireland Branch, Chartered Institute of 
Secretaries) and Mrs Hampton; Ме W. J. Jefferson, LL.B. 
(President, Incorporated Law Society of Northern Ireland) 
and Mrs Jefferson; Mr T. J. Magee (President, Belfast 
Chamber of Trade) and Mrs Magee; Mr W. S. Orr, B.A., 
LL.B., A.C.A. (Secretary, The Institute of Chartered Account- 
ants in Ireland) and Mrs Orr; Мг G. A. Pogue, A.C.W.A. 
(Chairman, Northern Ireland Branch, The Institute of Cost 
and Works Accountants) and Mrs Pogue; Mr C. G. Walker r 
Y.C.A. (Chairman, Dublin Society of Chartered Accountants) х, 
and Mrs Walker; and Councillor S. E. Woods, F.A.C:C.A., 
F.C.W.A., J.P. (Vice-President, Northern Ireland Branch, The 


Association of Certified and Corporate Accountants) and 


Mrs Woods. 


INSTITUTE OF INTERNAL AUDITORS 
Manchester Chapter 


'The Manchester Chapter of the Institute of Internal 
Auditors is holding its next meeting on 'luesday, 
February 20th, in The Chartered Accountants’ Hall, 
46 Fountain Street, Manchester 2, when Mr B. E. V. 
Sabine, B.A.(oxoN.), H.M. Inspector of Taxes, Man- 
chester 13th District, will speak on "The development 
of modern income tax’. 

А cordial invitation is extended to all interested and 
further information regarding the activities of the 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





February. ЛО, 1962 


Chapter may be obtained from the honorary secretary, 
Mr K. Bradley, assistant internal auditor, Тће 
Associated Octel Co Ltd, Northwich, Cheshire. 


K THE INSTITUTE OF OFFICE MANAGEMENT 


Organization and Methods Course 


A three-week residential rse o izati : 
course on organization and ` London WCa. 


methods is to be held at the Manor House Hotel, 
Leamington Spa, from February 25th to March 16th. 

Arranged by 'l'he Institute of Office Management, 
the course is designed for those who expect to become 
full-time O. & M. practitioners or already have some 
experience in this field. The syllabus includes ‘Basic 
techniques — the study of clerical work', “Introduction 
to electronic data processing! and “Starting and 
managing O. & M.’. 

Further particulars are obtainable from the course 
secretary, The Institute of Office Management, 56 
Victoria Street, London SWr. 


T PLANNING FOR PROFIT 


To demonstrate the importance of techniques other 
than work study and monetary incentives, the South 
London Productivity Association (British Productivity 
Council) has arranged a one-day conference on Tuesday 
February 27th, to be held in the Council Chamber, 
The Federation of British Industries, 21 Tothill 
Street, London SWr. 

'The conference should appeal to directors and 
senior executives of both small and larger firms, as 
well as middle management and all interested in the 
problems of increased productivity. 

Speakers and subjects are: 

‘Forecasting — the general plan’, by Mr А. Holdsworth, 

B.COM., F.C.W.A., A.A.C.C.A. 
‘Setting the standards’, by Mr S. Erskine-Murray, B.SC., 
A.M.INST.C.E. 
A “Budget, profit and sales’, by Mr D. G. A. Owen, B.COM., 
` RGA, A.C.W.A. 
‘Measuring the achievements: , by Mr A. W. Howitt, 
+ МА, F.C.A., F.C.W.A. 
Tickets and further P E may be obtained 
.from Mr А. K. Haskins, A.M.I.PROD.E., Borouhg 
Polytechnic, London SEr, or from Mr W. S. Stoby, 
F.C.W.A., 38 Northampton Road, Croydon, Surrey. 


PRODUCT COSTING COURSE 


“Product costing! will be the subject of the first 
Furniture Development Council Course for 1962. То 
be held at the. Royal Society of Arts, London, on 
February 20th and 2151, the course will present the 
Councils principles of costing in a critical manner. 
Participants will be able to assess the advantages of 
this system in accurately estimating costs.. 


* 
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Speakers will deal with batch sizes, choice of control 
points and materials and stores costing. Ways of using 
these costing records in various types of furniture 
firms will be discussed. 

Only representatives of furniture companies regis- 
tered with the Furniture Development Council are 
eligible to attend and applications should be addressed 
to the Council at 11 Adelphi Terrace, Robert Street, 


`> 


~ 


LOCAL GOVERNMENT SERVICES 


Three statistical returns giving details of local govern- 
ment services in respect of welfare, housing and 
libraries for 1960-61 were issued recently by The 
Institute of Municipal Treasurers and Accountants!, 
the former, in conjunction with 'T'he Society of County 
‘Treasurers. 

The return of welfare services includes details of the 
income and expenditure of authorities per 1,000 
population in each branch of the service and costs per 
resident week in different sizes of home, analysed under 
the main headings of cost. Total net expenditure 
falling on rates and grants in 1960-61 amounted to 
£25,811,364, compared with £22,887,928 in the 
previous year — a rise of £2,923,436. In terms of average 
rates, this was an increase from 7:97d to 8:74d. Brighton 
had the highest number of people in homes whose 
totalof 559, with 118 in temporary accommodation, 
represented 4:21 per 1,000, whilst Sheffield had the 
lowest— 539, with 18 in temporary accommodation, 
representing r:'rr per 1,006. Average expenditure for 
county boroughs was £675 3s (£600 13s); London, 
£852 138 (£760 7s) and Welsh counties, £566 115 
(£521 15). 

The return of library statistics contains statistics 
of all county boroughs, metropolitan boroughs and 
the City of London Corporation. The booklet, which is 
in two parts, firstly contains general information as to 
the number of branches, staff and books, and the 
second shows the detailed cost of the service, expressed 
as amounts per 1,000 population. 

The twelfth annual return of housing statistics 
gives comprehensive figures for all the county boroughs, 
the metropolitan boroughs (including the City of 
London), together with 269 non-county boroughs, 
384 urban districts and 324 rural districts. 

In a summary giving the average capital cost of 
houses completed at March 31st, the lowest cost of 
two-bedroom houses is shown as £1,033 and the 
highest £2,026. The equivalent figures for three- 


` bedroom houses are £1,100 and £2,756. 





1 Welfare Services Statistics, 1960—61, Price 55 post free. 
Libraries Statistics, тобо-бт. Price ros 6d post, free. 
Housing Statistics тобо-бт. Price 155. The Institute 
of Municipal Treasurers and Accountants, 1 Buckingham 
Place, London SW1. 
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ANNOTATED TAX CASES 


Part 7 of Volume XL of the Annotated Tax. Cases, 
edited by Mr Peter Rees, of the Inner Тетрје, 
Barrister-at-law, is published today and contains 
reports with notes on the judgments of the following 
cases: C. E. Neale @ Co Ltd v. Beak (Ch.D.); Faye v. 
C.I.R. (Ch.D.); In re McIlroy (Ch.D.); Johnson v. 


Jewitt (C.A.); In те Sutherland (C.A.); Vestey о. C.I.R. ` 


(Ch.D.); T.S.S. Investments Ltd v. C.I.R., Feather 
Bros Ltd v. C.I.R. (Ch.D.)- 


The annual subscription to the Annotated Tax 
Cases is 50s post free; the publishers are Gee & 
Co (Publishers) Limited, 151 Strand, London 
WC2. 
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BUSINESS EFFICIENCY EXHIBITION 
А business efficiency exhibition covering over 33,000 
square feet is to be held at the Queens Hall, Leeds, 
from March sth-oth. Eighty-five firms will be 
participating in the exhibition, which is being organized 
by the Office Appliance and Business Equipment 


'Trades Association. 


ECONOMIC CONDITIONS OVERSEAS 
А further booklet in the series dealing with. economic 
conditions in member and associated countries of the 


` Organization for Economic Co-operation and Develop- 


ment has recently been issued, and contains a compre- 
hensive analysis of economic conditions in the Federal 
Republic of Germany. 'The booklet is available from 
H.M. Stationery Office, price 3s. 


THE INSTITUTE OF | 
CHARTERED ACCOUNTANTS IN IRELAND 


Results of Examinations held in November 1961 


FINAL EXAMINATION 
First Place and the ‘Arthur H. Muir’ Memorial Prize 


Second Place 
Delaney, D. (Dublin) 


Hally, D. L. (Booterstown, Co. Dublin) 


Third Place 
Hayes, J. J. (Dublin) 


Full list of names of successful candidates 


Beatty, E. D. J. (Dun Laoghaire, Co. 
ublin) 

Bourke, J. О. Р. (Pubin) 

Boyd Barrett, D. J. R. (Blackrock, Co. 
Dublin) 

Browne, W. P. (Longford) 

Byrne, P. B. (Drogheda, Co. Louth) 

Charleton, J. (Dublin) 

Chen P. J. B. (Ballymahon, Со. Long- 


ord) 
Clarke, J. A. (Belfast) 
Coen, Е. О. (Athlone, Co. Westmeath) 
Cooley, S. A. G. (Graigavad, Co. Down) 
Cox, P. A. (Dublin) 
Crowley, L. G. (Dublin) 
*Delaney, D. (Dublin) 
Dowie, G. (Belfast) 


Fox, J. D. (London) 


*Hayes, J. J. (Dublin) 


Jeffers, 


Dublin) 


Foo, Yee Yuan (Dublin) 


Grealy, T. J. (Tralee, Co. Kerry), 


*Hally; D. L. (Booterstown, Co. Dublin) 
Hargaden, M. F. (Dublin) 


Jackson, E. 5. (Belfast) 
A. T. (Kildare) 


Kearney, L. C. (Newry, Co. Down) 
Kennedy, J. J. (Dublin) 


Leonard, E. P. (Dun Laoghaire, 


McAvoy, J. D. (Belfast) 
McGovern, P. Е. (Glenageary, Co. Dublin) 
McKenna, P. D. (Dublin) 


* See also place list above. 


Moulton, R. A. (Dublin) 
Moynihan, M. A. (Dublin) 
Murnaghan, P. G. (Dublin) 


O'Sullivan, P. K. (Dublin) 


Pedlow, 'T. K. (Lurgan, Co. Armagh) 
Phelan, J. A. (Bandon, Co. Cork) 
Plunkett, (Miss), O. A. (Dublin) 


Rafferty, H. H. (Belfast) 


Sheehan, F. M. (Dublin) 
Spain, J. P. (Killiney, Co. Dublin) 
Stakelum, J. J. (Dublin) 


Veale, Т. M. (Dublin) 


Walsh, P. C. (Dublin) 
White, D. M. (Dublin) 
Woods, J. K. (Blackrock, Co. Dublin) 


Co. 


Final Examination held under the Syllabus of 


the former Society of Incorporated Accountants 


PART И 


Barrett, D. J. (Dublin) 
Grant, V. D. (Belfast) 


Ki i 
Jackson, R. A. (Dublin) mens B: (Cork) 


List of successful Irish candidates 
Kennedy, M. P. (Dublin) 


` 


McAllister, B. J. (Belfast) 
Waddell, R. J. (Bangor, Co. Down) 
Webb, J. A. (Dublin) 
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Take-over Tactics 


ДЕ mantle of those classic take-over struggles of yester- 
year seems certain to descend upon the hotly-contested 
I.C.I. bid for Courtaulds. The substance of I.C.I.'s eagerly 
awaited reply to Courtaulds' earlier rejection of the improved 
share exckange offer (four I.C.I. Ordinary shares for every five 
Courtaulds, instead of the original three for four terms) indicates 
that the battle is now entering its final stages. 

In arriving at their offer, L.C.I. have taken into account the 
potentiality of the sections of industry in which the two com-. 
panies are concerned, including present and future profitability 
and the market assessment of the profit potential of the two 
companies. That offer stil stands, but an alternative has now 
been introduced whereby every Хто of Courtaulds’ Ordinary 
stock may be exchanged for £25 6} per cent Convertible Un- 
secured Loan stock, 1972—77, of I.C.I. Taking the value of the 


. convertible loan stock at par, this is equivalent to 505 for every 


£1 Ordinzry stock unit of Courtaulds. 

. Conversion of the loan stock at the earliest date in 1963 would 
produce exactly. the same amount of I.C.I. Ordinary stock as 
would be obtained from accepting the share exchange offer 
proper. Nevertheless, the exchange into convertible loan stock 
does offer the chance of increased income to Courtaulds’ Ordinary 
shareholders as well as the option to convert into I.C.I. Ordinary 
stock over a period when the growth potential of that company 
together with the benefits arising from the merger should become 
increasingly apparent. 

In shee- size alone the offer — worth close on £200 million in 
all — towers above. any other take-over bid ever made in the 
. United Kingdom. The magnitude of the offer is by no means the 


si only mark of distinction, however, for there are several other 


‘issues involved, any one of which would have been enough to 
incite pub.ic controversy and attention. 
First, theré are complex technological factors at stake which 


5 appear to override the. financial implications of the offer. In 
: . matters of this kind the layman is often at a loss in attempting 
` to assess conflicting. points of view. But this much is clear, I.C.I. 


. as а major producer.of chemicals is -insistent upon the idea of 
integrating prodüction by moving forward into man-made fibres 
SO as.to secure a captive market for the materials it produces 


. from planzs built at high capital cost. Courtaulds, on the other 


hand, is predominantly a producer of man-made fibres (along 
with paint and packaging materials) intent upon buying its basic 


а 
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raw materials in. the cheapest possible market. Herein lies the 


170 


core of the argument, with І.С.І. set upon 
vertical integration and Courtaulds standing fast 
upon horizontal integration — though limited to 
that part of the industry where overlapping of 
effort is said to exist. 

Following the rejection of the original I.C.I. 
terms by Courtaulds, ten-day truce talks were 
held for the purpose of seeking ways and means 
of solving the impasse, but these broke down 
because of the basic difference in approach. 

The battle was now joined in earnest, with 
I.C.I. firing the first salvoes by improving upon 
the terms of its original offer. This new offer 
was vigorously opposed by Courtaulds on the 
grounds that it seriously undervalued their 
earning capacity in relation to that of I.C.I. 
Impressive forecasts of the future growth ex- 
pected in profits were dangled in front of their 
shareholders and, at the same time, trade and 
other investments were currently shown to be 
worth {120 million (against a book value of 
only £70 million), equivalent to more than 30s 
per Дт Ordinary stock in issue without taking 
in the manufacturing side at all. 

LC.I. retaliated by issuing a statement ex- 
pressing the view that the world demand for 
chemicals would double in the next ten years; 


that despite the sharp fall in group income last. 


year, 1962 is expected to bring better trading 
and, looking beyond 1962, the trend of profits 
is confidently expected to continue upwards; 
at the same time the I.C.I. board wisely refrained 
from entering the realms of detailed forecasting 
by stating that: 

. these depend in part on factors outside its 
control and can be influenced by political events — 
both at home and abroad — by labour conditions 
and, above all, by the success or failure of plans 
to raise living standards throughout the world.’ 


Moreover, it is asserted that a complete 
merger between I.C.I. and Courtaulds would 
increase efficiency and reduce costs in a number 
of ways. For instance, a large integrated organiza- 
tion would be able to spread the cost of research 
and development over a large production volume 
and a wide field of fibres; common ownership of 
the plants for the manufacture of the polymers 
and the fibres would lead to substantial reduc- 
tions in capital and operating costs; a common 
marketing organization would lead to lower 
selling costs as well as better advice and tech- 
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nical service to the user; and above all, the 
United Kingdom industry would be in a much 
stronger position in competing for overseas , 
markets. 

While the two contestants have been locked 
in conflict, public attention has centred upon 
the question of monopoly for, if the merger goes 
through, the combined group would control 
over 9o per cent of Britain's synthetic fibre 
production. This prospective concentration of 
resources has already caused some public dis- 
quiet which has found expression through 
questions raised in Parliament, demands for a 
public inquiry, and a request that the matter 
be referred to the Monopolies Commission. 

At present, the Government has little or no 
power to intervene until a merger is complete * 
and until the new combine is operating in a way 
which appears to be against the public interest. 
THE PRESIDENT OF THE BOARD OF TRADE explained 
that it has been the policy of successive Govern- 
ments to judge monopolies by their actual 
effects in practice, and not to attempt to reach 
conclusions on the possible effects of any par- 
ticular monopoly before it has come into exist-. 
ence and there has been experience of its working. 

In point of fact, monopoly conditions already 
exist in the man-made fibres industry, because 
I.C.I. and Courtaulds jointly own a third firm, 
British Nylon Spinners. A formal merger would» 
therefore only have a marginal effect upon the 
position. In any case, the new giant would, in 
all probability, be in stern competition with the 
fully-integrated giants of Europe and the United , 
States. Tariff protection may go by the board, 
too, if Britain joins the Common Market. Do we 
now have to abandon the established domestic 
attitude towards monopoly in favour of a wider 
European concept of ‘the market’? 

The way is almost clear for Courtaulds’ 180,000 . 
shareholders to come to a decision. In the final 
analysis, they are unlikely to be unduly swayed 
by technical considerations, fears of monopoly, 
or disclosure of previously hidden asset values. й 
The L.C.l. bid will be accepted if it is better 
than the market price of Courtaulds’ shares, and 
refused if it is not. So the ingenious alternative 
lately introduced into the bid terms may prove to 
have been just enough to clinch the deal in I.C.1.’s 
favour. It now remains for Courtaulds to muster 
some more ammunition in its own defence. 
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Contractors' Profits 


by PETER D. TAYLOR, F.C.A. 


A review of the way in which contrcctors can bring profits into their accounts, in 
the light of the latest recommendation of The Institute of Chartered Accountants 
in Englard and Wales on the valuation of work in progress. 


tractor’s accounts and those of almost any 
other type of business is that most other 
types of business can aggregate a large number of 
small profits, so that profits can be related to a 
given period of time. Normally this period is the 
—^7efinancial year, but profits may also be related to 
the half-year, quarter, month, week or even a Cay ; 
this depends in each case on the period of time 
involved in a sale. Contractors have their equ:va- 
lent of a sale, a contract, extending over varying 
periods of time up to several years. Not only is 
there this variation in- time, but the value will 
also be different, not necessarily in proportion to 
the period of the contract. In these circumstances 
a contractor needs a period of time longer thzn a 
year to assess the true profit figure. 

А contractor can be anything from a public 
company carrying out huge 'turnkey' projects, 
worth hundreds of millions of pounds, to the local 
. building firm; but whatever the size the fur da- 
-$ mental problem i is the same: to reconcile the reed 
for annual accounts with contract profits related 
to one or more years. Ín the case of a public com- 
pany, or any limited company for that matter, 

.there is a legal obligation to produce annual 
accounts which must give a true and fair view of 
the profit for the period. 

Since the obligation to prepare annual accounts 
is unavoidable, the only way to obtain the nezes- 
sary reconciliation is to apportion contract profits 
to each year. This apportionment causes great 
difficulty to all concerned: to the accountant who 
makes the original decision; to the auditor who 
has to agree the figures; and to the Inspector of 
Taxes who uses the figures as a basis for assess- 

_ agment. It is a difficult job to tackle, but in some 
cases the fundamental problem is not even appre- 
ciated and as a result methods of valuing мога in 
progress at the end of a financial period are 
applied as if to a factory producing, for example, 
nuts and bolts. A true perspective is shown if one 
considers the magnitude of work in progress in a 
firm handling really long-term contracts; the 


T significant difference between a con- 


value can be of the same order as the total turn- 
over for the year. 


Overheads 


Before investigating the allocation of profit to the 
yéars involved, it is necessary to consider the 
treatment of overheads. All overheads directly 
chargeable to a contract site — for example, site 
supervision, site insurance and carriage to site — 
must be charged to the particular contract. 
Similarly, if there is a factory, all overheads solely 
applicable to it should be charged. This would 
include all factory supervision up to and including 
the works manager. Тће remaining overheads, 
referred to here as the general overheads, are the 
ones that can be classed as those applicable to the 
business of contracting, as opposed to that of 
manufacturing. These overheads would include 
the design staff, project engineers and estimators, 
contract and other engineers, surveyors, and 
planning, purchasing and progressing staffs, 
together with the general management and admin- 
istration. Any special factory estimator or the 
planning, purchasing and progressing staff applic- 
able solely to the factory would be treated as a 
factory function, and charged therefore to factory 
overheads. 

The recent Institute Recommendation No. 22 
covers the treatment of overheads in paragraph 
9 (f): 

Long-term contracts 

In businesses which undertake contracts extend- 
ing over a period of years the normal tendency is to 
include overhead expenditure in work in progress 
except where it is considered to be irrecoverable. If 
overheads are not included in work in progress on 
such contracts the accounts for the early years may 
indicate losses, followed by unduly large profits in 
the years when the contracts are completed. This 
would be a wholly unrealistic presentation in rela- 
tion to a contract showing a normal profit. ... 

This is admirable and indisputable, but it рге- 
supposes that overheads and profit can be 
separated; in practice it is preferable to consider 
the total gross margin as a contribution towards 
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the overheads of the firm, and in the sort of busi- 
ness under consideration the general overheads 
of the firm must be considered as fixed. Short- 
term fluctuations to meet the current activity 
disappeared with the advent of full and over-full 
employment. 

Any attempt to treat these general overheads 
as a percentage recoverable in each contract can 
' only lead to rising percentages at times of falling 
activity, exactly the opposite of what is required. 
Exponents of marginal costing have covered this 
ground pretty thoroughly. Suffice it to say that 
the gross margin or contribution for each future 
quarter, half and whole year must be compared 
with the overheads for the corresponding period 
to show the required profit margin. The con- 
` tractor has the advantage that he knows in advance 
what work is in hand for a given period, and a 
certain amount of planning can be done according 
to the long-term trend, either by increasing the 
contribution, or reducing the overheads if there 
is no way to increase the contribution. 


асан 


Any contract price can be divided broadly into 
two parts — the direct or prime costs, and the 
gross profit Between the two come "ће con- 
tingencies, which are neither one nor the other 
but which are treated as prime cost or margin 
according to the circumstances. Thus, contin- 
gencies only serve to confuse the figures and 
hence the interpretation. 
` Contingencies should never arise out of in- 
accurate or approximate estimating. If there are 
many small items of direct expense which can 
only be lumped together іп a sort of omnibus 
figure, there is no need to call this figure a con- 
tingency ; rather it should be called miscellaneous 
material or some similar description, and hence 
included in the prime cost. The so-called con- 
tingency must never be used to cover up in- 
efficiencies. 

Where there is a genuine risk of further ex- 


penditure on, say, а plant or a building, arising . 


out of a failure to meet the required performance 
or specification, a contingency should be included 
in the original estimate. The likelihood of such 
conditions arising will be known to the contractor 
by his experience and the contingency figure 
should be based on the chance of the additional 
expenditure being needed on a particular con- 
tract, not on the basis of assuming the worst on 
every contract. 

The contingency igure, if any, should be kept 
apart from the estimated prime cost against which 
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actual costs are compared, and also from the gross 
margin which is spread over the life of the 
contract When the contract work is finally 
accepted by the customer, then the contingency; 
or the balance of it remaining, can be brought 
into the gross profit. Alternatively, it can be trans- 
ferred to a separate reserve against which 
exceptional expenditure on other contracts can 
be set off. However, it is apparent that this has a 
misleading effect on the contract cost accounts 
concerned ; and it does make the release from the 
reserves a purely arbitrary decision. If con- . 
tingencies are correctly included in estimates, and 
then finally brought in to gross profit, a reserve 
account is carried automatically and it always 
remains a fair figure. 


Profit Spreading 


It has already been stated that the fundamental 
problem is the allocation of contract gross profits 
to each year. Broadly speaking, this can be done 
in three ways. Firstly, we can attempt to make a 
valuation of a contract at any given time. Secondly, 
we can wait until the contract is completed before 
we attempt to bring any profit into account. 
Thirdly, we can attempt to assess the profit for 
each period on a rather artificial basis. 

The first, method referred to involves the 
measurement of work done on any contract at a 
given date. 'This itself can be done in two rather 
different ways. There can either be a physical 
valuation of the work done, with a figure based on 
the appropriate proportion of the contract price, t 
or there can be an assessment of the value using `. 
cost as the basis. р 

Dealing first with the physical valuation, the 
problem can be considered more easily in an over- . 
simplified case. For example, a straightforward 
run of concrete work can be measured accurately 
as a proportion of the total work. This work can 
be done at any time, and the work involved in the 
measurement is relatively easy and therefore rela- 
tively cheap. It also pays for itself from the point 
of view of the greater degree of control which is 
possible. This is because if the interim valuation 
of the concrete work mentioned above shows that 
a loss is being incurred, remedial action can be 
taken before the job is actually completed. But toy, 
carry this method further, to more complicated 
plant, is not so easy, nor is it so useful. The 
measurement or attempt at measurement of a 
complicated chemical plant would take a long 
time, and would be inaccurate even without the 
difficulty of arriving at a satisfactory valuation of 
a large plant at the one specific time. This is 


February 17th, 1962 


inevitable in view of the amount of work neeced 

to do the valuation, but the relative inaccuracy of 

the result in valuation makes the cost involved in 
£producing it virtually a waste of money. 


Book Value 


The alternative way of arriving at a valuation is. 
to use the “book value? using cost as the basis. In 
this case, the valuation is based on the current 
prime cost, plus an estimated percentage of gross 
profit margin. The danger of this method is of 
course, that excessive expenditure on a contract 
will result in extra profit being taken, rather than 
the reverse. Eventually a stage will be геаслед 
when the valuation has reached the cont-act 
price, but costs will still continue to rise and the 
fictitious profit will disappear and may become 


ва loss. 


A further difficulty involved in both methods of 
valuation referred to above, is that costs must also 
be assessed accurately up to the date of valuat-on. 
This is particularly important when the measure- 
ment is a factual one, but is not so impor-ant 
when the valuation is itself based on cost. The 
correct assessment of cost may seem easy to those 
used to dealing with material control in a factory, 
but delivery and control of material to a contract 
site is not nearly so straightforward. Nor is it easy 
to assess the cost of subcontracted work at a 
specified date. There may be an order from a sub- 
contractor for electrical installation, or another 

order for steelwork based on a tonnage p-ice. 

ig Both these will be very difficult to assess топ: the 
cost point of view at a given time. There will also 
probably be extras of some sort, claims for day- 
work, claims on the price variation clause and 

. other complications affecting the assessment of 
actual cost. 

So there are two figures involved in the assess- 
ment of profit at any given date and both of these, 
the valuation and the assessment of cost, can be 
subject to relatively large inaccuracies. 

It has already been pointed out that there is a 
very great danger in any valuation, that if the 
valuation is based on cost plus the expected profit 
margin, the result of excessive cost will be to 
increase the profit brought into account rzther 

a, than reducing it which would be the desired 
· result. A further danger is that a contractor may 
make an assessment of the valuation to daze to 
enable him to make an interim progress claim on 
the client. Such a progress claim may tend to err 
on the high side so as to improve the contractor's 
cash position, but if the same figure is used for a 
valuation for ascertaining a profit, it would be 
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preferable for it to err on the low side. So some- 
times in a justifiable attempt to improve the cash 
position, profits become overstated. 


The Conservative Approach 


Having emphasized the inherent dangers of any 
system of valuing contracts at a given date, the 
alternatives must now be considered. One of the 
other ways of dealing with this problem is to 
withhold all gross profit until a contract has been 
completed, a very conservative approach. All costs 
incurred are merely carried forward in the balance 
sheet at any given date and this position will have 
to continue until the contract has been completed, 
not only from the physical point of view, but also 
until all cash has been collected. Obviously this 
wil be a considerable time after the physical 
completion. At the time of completion the profit 
is known and can therefore be brought into the 
accounts, subject to any small retentions for 
unknown factors. ТЕ performance guarantees are 
involved it may be a long time after the physical 
completion that the correct final profit is known. 
This position can be compared with that of under- 
writers who keep their accounts open for three 
years, so as to be able to collect all claim figures. 
However, in the case of a contractor the various 
contracts will be of differing sizes, and of differing 
percentage profitability and the result of this 
method of bringing in contracts at the conclusion 
will give violent fluctuations in the annual profit 
figure. Furthermore, it means that the size of the 
firm, as measured by the cost of its fixed over- : 
heads, will bear no relation to the profits brought 
into the accounts. | 

Some companies modify this latter procedure 
slightly by bringing into their accounts an assess- 
ment of the overheads incurred, but excluding 
the actual net profit until it is known. This does 
help to iron out the fluctuations in profits, but it 
should not be forgotten that the overheads them- 
selves may easily be absorbed in losses on a 
contract. А 


Formulae 


It has already been indicated that in order to 
measure the profitability of the firm, particularly 
for the benefit of shareholders, a true figure of 
contract profits for the financial year is required. 


The only satisfactory way of doing this is to carry 


forward all costs incurred on contracts, and to 
bring in to the profit and loss account an estimate 
of the gross profit earned to date. At one time 
this would have been considered impossible, and 
it is quite evident that-even in these enlightened 
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days it is no easy matter and is subject to very 
dangerous pitfalls. 

To enable us to assess the profit at any given 
time we have to have three things. First, the 
anticipated gross profit; second, the anticipated 
cost broken down into its individual items; third, 
a very tight control of actual costs against the 
estimated costs so that the anticipated profit 
figure can be revised continuously. 

Even with the tightest control of cost, there will 
be certain contracts on which unexpected expendi- 
ture will be incurred, possibly to correct faults 
during construction, or possibly to put right opera- 
tional difficulties. It is therefore necessary to be 
somewhat conservative in the spreading of the anti- 
cipated profit over the time of the contract. This 
spreading of profits needs to be on a consistent 
basis from the shareholders’ point of view, as well 
as that of the Inspector of Taxes, In order to 
achieve consistency it is advisable to spread this 
profit on the basis of a known and previously 
agreed formula. For example, a certain percent- 
age of the profit may be brought into the accounts 
when the whole of the drawing office work is com- 
plete. Alternatively, the same percentage may be 
brought in, in proportion to the drawing office 
work completed. A further percentage can then 
be included as site erection proceeds, increasing 
to a maximum percentage on completion of the 
plant. This maximum percentage should not be 
100 per cent, but should be a figure such as 80 per 
cent, assessed according to the expected risk in 
the particular type of work involved. A further 
то per cent may be brought in when the plant is 
successfully put to work. 'The final ro per cent 
of the profit should not be brought in until 
all the contractual obligations have been com- 
pleted and the final payment received from the 
client. 


Cost Control 


The procedure outlined above is entirely de- 
pendent on a very close control of costs., To do 
this it is necessary to have a complete list of 
material with estimated prices, the estimate of the 
cost of delivery and unloading at site, an estimate 
of the cost of erecting the plant, including all 
allowances to workmen, the hire of plant, insur- 
ance, and visits of head office staff. The same 
applies to any other costs which are considered 
as direct charges to a contract. 

"The actual costs incurred are then compared in 
detail with the equivalent item in the original 
estimate, with the additional refinement that costs 
are actually incurred in some cases at the stage 
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that an order is placed on a supplier. It is not 
necessary to wait until the invoice is submitted 
and paid. 'This comparison of actual costs with 
estimated costs will throw up a net difference, and, 
this difference can be used as an adjusting figure 
to the anticipated profit; this adjustment is 
carried out continuously. 

The control referred to above is not in itself 
sufficient, as there may be, for example, items 
which have been omitted from the original 
estimate. In order to deal with this sort of situa- 
tion, it is necessary to have frequent reviews of 
further expenditure still to be incurred. This is 
done by obtaining an estimate of any materials 
that are still required, and it may be facilitated by 
a scrutiny of the original estimate which bas 
marked on it the items which have already been 
purchased. In addition to a consideration of the 
cost of materials still to be ordered ог manufac-” 
tured, an estimate is needed of the cost of any 
work still to be done on site, and any additional 
work which may be necessary in order to com- 
plete a successful installation. This latter item will 
obviously not be easy to ascertain and will have 
to be an estimate with a rather large margin of 
error. Further provision should also be made for 
anticipated claims for extras from suppliers and 
subcontractors. 

An additional complication arises when we try 
to compare actual cost with estimate in this type 
of business, due to changes in design either by 
the client or by the contractor. Some of the 
changes in design by the client may be chargeable 
to him, and in such a case there is a fresh estimate 
of additional material involved and the additional ` 
costs can be set against this. 

On very long-term contracts there may be large 
increases in costs due to wage awards and in-* 
creases in costs of materials, and these are often 
recoverable from the client. Such increases do 
cause an additional complication in the com- 
parison of actual cost with estimated cost, but the 
percentage increases are not high in proportion 
to the normal degree of error in estimating. (The 
point is that although an estimate in total may be 
very close to actual cost, any one item within the 
estimate may not be so close.) 


= 
Conclusion 


: Summarizing then, costs are controlled at the 


time expenditure is incurred; in addition a regular 
and constant review is made of costs still to be 
incurred so that there is a continuous reappraisal 
of the ultimate gross profit figure. This latest 
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figure for anticipated gross profit is then spread 
over the period of the contract on the basis of an 
,geeed formula. 

This is also in line with Recommendation Mo. 
22, paragraph 22, which states: 


Long-term contracts: 

In businesses which involve the acceptance and 
completion of long-term contracts it is often app-o- 
priate to spread over the period of the contracts, on 

· а properly determined basis, the profits which are 
expected to be earned when the contracts are com- 
pleted. This procedure takes up in each рег:од 
during the performance of the contract a reason- 
able amount as representing the contribution of 
that period towards the eventual profit; it thus 
recognizes to a prudent extent the value of the work 
done in each period and restricts the distort'on 
which would result from bringiag in the whole of. 
the profit in the period of completion. Тће prin- 
ciples which determine whether an element of 
profit is to be included are: 
(a) profit should not be included until it is reason- 
· ably clear from the state of the work that a profit 
will ultimately be earned; it is therefore in- 
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appropriate to include any profit element where 
at the balance sheet date the contract has been 
- in progress for a comparatively short time or to 
include an amount in excess of the profit element 
properly attributable to the work actually done; 
(5) provision should be made for foreseeable losses 
and allowance should be made as far as prac- 
ticable for penalties, guarantees and other 
contingencies; | 

(с) а clear basis for including a profit element 

should be established and adhered to con- 
sistently. 

It must be accepted that gross profits already 
brought into profit may subsequently be written 
back as the continuous reappraisal of gross profits 
shows a reducing final gross profit. This does not 
mean that it was wrong to bring some profit in 
originally, but that a later period has produced a 
loss. In other words, the loss is attributed to the 
period in which it first appeared. It must also be 
evident that if the cost control is functioning 
correctly there should be no need for appropria- 
tions of profit (after tax) for possible future losses 
on contracts. š 
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TOPICS OF PROFESSIONAL INTEREST FROM OTHER COUNTRIES 


AUSTRALIA TRALIA 
Audit Records 


| AME Ae working papers should be more tham a 
key to the composition of the figures in һе 
financial accounts. They should indicate the extent 
of the work done at the audit and reflect the accuracy 
*of the client's accounting system and the strenzth 
or weakness of the system of internal control in 
operation. From studying them, the auditor should 
be able to determine the nature of his audit report 
and to decide on the need, if any, to modify detailed 
checking at subsequent audits, Finally, the working 
papers should be in good order so that necessary 
changes in staff cause the minimum of inconvenieace 
both to the auditor and his client. 


With all these objectives constantly in mind it 


should be the aim of every practitioner to try and 
ensure that a high standard is attained ab initio and 
hen maintained. To help him to do so, Bulletin 5 
of the Australian Chartered Accountants’ Research 
and Service Foundation, issued recently, gives 
guidance on matters which should be covered in all 
working papers, whatever the size of the audit or of 
the firm conducting it.! The bulletin deals with the 
1 Bulletin 5: Audit Working Papers (Australian Chartered 


Accountants’ Research and Service Foundation, 6 Wynrard 
Street, Sydney. ss net.) / 


Í 


` subject under three headings - the need for working 


papers, how to compile them and what they should 
contain. Two appendices, covering nearly one-half of . 
the publication's sixty pages, set out specimen indexes 
and schedules. 

While the Foundation does not insist that the 
forms it prescribes are necessarily those always to be 
used, it succeeds in conveying the importance of 
carefully documented and properly filed working 
papers by its own examples, the high quality of 
which should be an inspiration to every practitioner 
and clerk who studies them. 


CANADA 


Lease-Backs and Consolidated Statements 


R JEAN-MARIE GAGNON, c.A., referring 

with approval to an article in the Harvard 
Business Review, states in The Canadian Chartered ' 
Accountant for Tanuary that large concerns often set 
up subsidiaries for the sole purpose of financing 
expansion. Funds are collected mainly through the 
sale of debentures by the subsidiary, which buys the 
equipment or building needed by the parent com- 
pany. The two companies enter into a long-term lease 
which ‘gives the parent complete control over the 
assets of the subsidiary. With the rental charged 
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the subsidiary pays the interest and provides for the 
redemption of the debentures. If the parent company 
avoids holding more than 50 per cent of the voting 
capital stock of the subsidiary, the balance sheets of 
the two companies will not be consolidated, so that 
the assets available to the parent together with the 
long-term debt will not be disclosed. . 

Mr Gagnon says it is the public accountant’s 
responsibility as ‘auditor to determine whether 
consolidation fairly presents the financial position. 
He thinks the profession should consider as a criticism 
the remark of the Royal Commission of Inquiry into 
the Prices of Food Products that balance sheets are 
not a reliable tool for measuring the total investment 
in fixed assets, because many chain groceries operate 
in premises leased from subsidiaries. Had the profes- 
sion advocated proper accounting for leases and 
proper criteria for consolidation, a situation harmful 
to its prestige would have been prevented. Mr Gagnon 

` urges the Canadian Institute to set up a comprehen- 
sive research programme. Thus far it has investigated 
only how generally accepted accounting principles 
should be applied. It should now provide leadership 
in reviewing accounting concepts before they become 
outmoded. 


International Tax Conference 


ONE-DAY international tax conference will be 

held on February 22nd at the Queen Elizabeth 
Hotel, Montreal, under the auspices of the Canadian 
Tax Foundation and the Canadian Council, Inter- 
national Chamber of Commerce. 

The proceedings will comprise five business ses- 
sions and subjects will include 'Canadian-U.S. 
personnel movements and taxes’, by Mr Lancelot 
J. Smith, F.c.a.(can.), vice-chairman, Canadian Tax 
Foundation; ‘U.S. western hemisphere trade cor- 


porations’; by Mr Julian O. Phelps, c.p.a., of Coopers. 


& Lybrand, of New York; and “Тах planning for 
exporters’, by Mr Frank B. Common, Јипг, Q.c. 


At the session on "laxation policies in relation to 


international investment', one of the three speakers 
will be Mr E. B. Nortcliffe, overseas taxation 
manager, Unilever Ltd. The guest speaker at the 


conference will be Mr Hickman Price, Junr, Assistant 


пт Department of Commerce, Washington. 


UNITED STATES 


Mathematics and Statistics 
in the Accounting Curriculum 


R R. GENE BROWN, graduate of the Harvard 

Business School, suggests in the January issue 
of the Journal of Accountancy, that the accountant, 
- as adviser to management, must be familiar with 
the new quantitative techniques available for the 
decision of many managerial problems. The best 
member for that Specialized section of a professional 
accounting firm's staff which is concerned with such 
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matters as operations research is generally felt to be. 
one trained in mathematics and statistics as well as 
accounting. But even those accountants involved in 
more traditional activities should have sufficient. 
acquaintance with the latest quantitative techniques 
to recognize their potential application. 

Mr Brown thinks that many of the accounting 
courses at present given in the universities have gone 
beyond the point of diminishing returns — advanced 
cost, advanced tax, advanced auditing, systems, 
machine accounting EDP; etc. He would have 
dead wood such as the outmoded mathematics of 
finance and descriptive statistics cut away, together 
witli one or two accounting electives, and replaced 
by mathematics, mathematical statistics and a quanti- 
tative methods course related to the business world. 


Professional Development Programme 


R EDWARD J. BUEHLER, c.p.a., President 

of the New York State Society of Certified 
Public Accountants, writing in The New York ` 
Certified Public Accountant, for December 1961, 
refers to the appointment of Dr Francis K. Ballaine 
formerly Dean of Adelphi College and Director of 
its Executive Development Programme, to develop 
and co-ordinate a professional development рго- 
gramme for the Society. 

New courses developed by the American Institute 
will be used, and some of them, such as budgeting, 
preparation of reports and tax planning, are already 
being operated. The courses run from one to four 


. days. Eight others are in various stages of completion. ' 


Ultimately courses of its own will be developed by 
the Society to fill the special ‘needs of the State. 

The President sees this as an important factor 
in the future growth of the profession in New- Yor E 
State. It should help members to keep abreast of \. 
the tremendous potential ahead for C.P.A.s, as they 
enter the electronic age and move ever rloser to their 
function as business advisers to top management. 


GERMANY 


Tax Law Limits Travel Expenses 


HE Finance Minister of the State of North 
Rhine-Westfalia recently issued regulations limit- 
ing the amount of travel.expenses which may be 
deducted in arriving.at taxable profit..For commercial 
travellers’ journeys within the comity, the following: 
rates are to be used: 
(а) Employee's income less 
DM9,ooo p.a. (about y eu 
(b) Employee’s income РМо,ооо- 


DMx6 per дај“ 


DM 18,000 p.a. - 6 20  , 

(c) Employee’ s income over : 
DM:S8,ooo p.a. 22 yy 
(d) New businesses — all employees 20 , 


Other employees enjoy the same rates of allowance 
for journeys within the country, except that in some 
cases reductions may apply. 


V. 
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Stock Valuation — 


The Revenue's View 


by H. G. THOMAS 
Senior Principal Inspector of Taxes concerned with Stock Valuation 


A practitioner's view of the valuation of stock and work in progress was given in 

‘The Accountant’ of January 27th. The paper reproduced below, which gives the 

Inland Revenue view, was presented at a lecture meeting of the London and District 
Society of Chartered Accountants. 


increasing importance in recent years and has 
attracted a great deal of attention during the 
past twelve months, what with the issue by The 
Institute of Chartered Accountants in England and 
Wales of Recommendation 22 
and the judgment in the House of 
Lords in the Duple Motor Bodies 
case. Both the accountancy pro- 
fession and the Inland Revenue 
have recognized this situation. 
It is true that the ranks of 
Inspectors of Taxes, as well as 
those of the accountants, no 
doubt contain a small quota of 
heretics. There is always the 
school of thought which regards 
the exploration of stock valuation 
as an unrewarding pursuit be- 
cause, it is argued, what is lost or 
gained by an incorrect valuation 
fis adjusted in the next or at least 
* some future year. Nobody, of 
course, could apply this reason- 
ing to terminal taxes like E.P.T. 
and E.P.L., but there would be 
• ѕоте colour for this line of 
thought as applied to a continu- 
ing tax, such as income tax, if 
the levels of prices and economic 
activity were to remain more or 
less constant. But in fact they 
never do and this has been particularly the case in 
the post-war world, with a steady long-term trend 
towards growth in the economy and an increasing 
physical volume of stock accompanied by an infla- 
tionary tendency as far as most costs are concerned. 
From a fiscal standpoint the correct valuation of 
stock is important for several other reasons. In the 
first place, there is the statutory requirement that the 
profit under Schedule D is to be the full amount of 
the profits or gains of the basis year (section 127, 
Income Tax Act, 1952), i.e. what has to be computed 
are the profits or gains of a particular year. Secondly, 
where the liabilities of individuals are concerned, 
involving possibly substantial amounts of surtax, the 
incorrect attribution of profit, as between one year 
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and another, may materially affect the tax payable. 
Moreover — and this may apply to individuals, 
partnerships and corporate bodies alike — a long- 
term undervaluation may present the trader finally 
with a heavy liability arising out of the provisions of 
section 143, Income Tax Act, 
1952, which as you know deals 
with the valuation of stock 
whether realized or not on the 
discontinuance of a trade - 
unless the trader is an indi- 
vidual and dies in harness, 
so to speak, when the provisions 
are inapplicable. But the most 
powerful consideration is the 
one I have already mentioned, 
namely, the long-term tendency 
for the volume of stock, as well 
as its cost, to increase. In these 
conditions a continuing under- 
valuation will result in an indefi- 
nite time lag operating against 
the Revenue with the risk of 
permanent loss of tax. 

Accountants are well aware of 
these tax considerations. In 
addition, of course, they have 
their responsibilities as auditors 
and as advisers to their clients. 
It would be presumptuous on 
my part to tell an audience such 
as this the scope of their re- 
sponsibilities, or to attempt to define these. An out- 
sider may perhaps be permitted to observe that the 
majority of the profession would no longer regard 
Lord Justice Lindley’s judgment in the Kingston Cot- 
ton Mill case, delivered over sixty years ago, as provid- 
ing a golf-size umbrella exempting auditors from all 
but the minimum of inquiry. Indeed, the leaders of 
the profession have in recent years on a number of 
occasions publicly stressed the importance of an 
inquiring and critical approach towards the valuation 
of stock. Recommendation 22, if I may say so, has 
given up-to-date and comprehensive guidance and 
quite recently further counsel has been delivered in 
the Institute’s ‘Statements on Auditing – 1: General 
Principles of Auditing’. 


178 


Enough has been said to show that the accountancy 
profession shares with the Revenue a great deal of 
common ground in this matter of stock valuation. 
Broadly, the two sides are moving in the same direc- 
tion although their particular routes may diverge. 
What I hope to do in this paper is to give you a 
glimpse of the philosophy of stock valuation as it is 
understood in Somerset House. 

In a fairly recent issue of The Accountant a leading 
article appeared under the interesting heading “The 
Revenue on the carpet’. The writer pointed to a 
parallel, although he good humouredly admitted it 
was not a very close one, between the ‘castle’ of 
Franz Kafka's famous novel and the organization 
immured in Somerset House. At this point may I 
be allowed to make a confession and perhaps commit 
an indiscretion. Most of my own career has been 
spent outside those walls. At the time I took up duty at 
Somerset House I happened to be reading The Castle 
and the same wicked thought did actually cross my 
mind. I am sure that it was the architectural character- 
istics of the structure, rather than the ideological 
outlook of its personnel, or their attitudes, which stimu- 
lated the misconception. No doubt those of you who 
have happened to have read this book will agree that 
any resemblance is of the most superficial kind. Тће 
Revenue does not wish to operate in the same myster- 
ious and arbitrary fashion as the inhabitants of The 
Castle. As far as stock valuation is concerned, I think 
this is instanced by the talks between the representa- 
tives of the Institute and the Board of Inland Revenue 
following the publication of Recommendation 22 and 
the delivery by the House of Lords of the Duple 
judgment. The talks, as you know, were followed by 
the issue of a letter from the Chairman of the Board, 
- putting on record the matters discussed and the 
measure of agreement reached. This paper is a further 
attempt to explain the Revenue's attitude. 


Revenue Inquiry Technique 


Most of the business between the Revenue and the 
profession is conducted between the inspector of 
taxes in the district and the practising accountant. 
The best way is perhaps to begin with the technique 
of the normal inquiry made by the inspector of taxes 
in the district, when he sets out to examine the basis 
of stock valuation in a particular case. We can then 
proceed to look at some principles on which account- 
ants and inspectors are not always in complete 
agreement. 

Broadly, the inspector's inquiry may be divided 
into two stages. In the first place he must ascertain 
the facts, and secondly he has to ask himself whether 
on these facts the valuation is a satisfactory one for 
tax purposes. May I be forgiven for appearing to 
stress the obvious when I say that the prime duty of 
an inspector of taxes is to assemble all the necessary 
information in a precise form. Without this pre- 
requisite there can be no intelligent criticism ог 
appreciation of the situation. There was a time when а 
simple assurance that the stock was valued on the same 
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basis as before, i.e. at cost or market value, whichever 
was the lower, was normally regarded as sufficient. 'T'he 
accountant's reply was ticked by the inspector and a 
note made in the District Permanent Notes file, and 
everybody relaxed for another few years, at the end of ` 
which period the exercise was probably repeated. 
Nowadays, of course, it is necessary to carry out the 
inquiry at rather greater depth. At least, the inspector 
must understand the terms used by the taxpayer or 
his adviser and this may involve, in some cases, some 
knowledge of the processes of production in the kind 
of business being examined. Clearly it is essential to 
know precisely what is meant by such an all-embracing 
term as 'cost; whether, for example, transport 
charges to bring the stock to its existing location have 
been included, whether the basis is that of actual cost, 
unit cost, average cost, moving average cost, standard 
cost, etc., and the degree to which oncost has been 
included. Similarly, it is necessary to know what is 
meant by market value — replacement cost, notional 
replacement cost, market selling value, etc. Until the 
facts are fully known the inspector cannot consider 
whether the basis is one which fits the facts. 

Inspectors, of course, are encouraged to be reason- 
able in ther requirements. The Revenue has no desire 
to start a general witch hunt or to obtain an excess of 
detail in cases which are clearly small and unimpor- 
tant. The Revenue welcomes the emphasis in 
Recommendation 22 that all stocks belonging to a 
business should be taken into account *whatever their 
location or nature', as well as the paragraphs dealing 
with “Description in the annual accounts'. To the 
extent to which the recommendations are accepted 
and implemented by the majority of members, the 
field of inspectors' inquiries should be by so much 
circumscribed. 

It should not be necessary for the inspector tol 
burden the accountant with a stock inquiry every year. 
Normally, an inquiry at intervals of something like 
five years would be sufficient. This would be parti- 
cularly true if the suggestion in Recommendation 22 , 
that 'the effect of any change of basis or method of 
computation should be disclosed if the effect of the 
change is material" (that is to say, disclosed on the face 
of the accounts) were to become the generally 
accepted practice. 


Commercial Valuations not the Criterion 


The facts have now been assembled and the 
inspector must decide whether the basis is acceptable. 
We are now entering a more controversial field. The 
Duple case has answered one question, but the 
application of the ratio of its decision raises some g- 
others. My colleagues in Somerset House have 
suggested, playfully I think, that after Duple I should 
be out of a job, or rather out of one of my jobs. But 
the signs are that Duple has not finally stifled con- 
troversy and legitimate differences of opinion will no 
doubt arise for quite a while yet. 

There is no statutory guidance on the principles of 
stock valuation for tax purposes, but the decided 
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cases do provide a certain number of pointers. The 
problem that is always with us is the relationship 
between commercial valuations and valuations which 
are acceptable for tax purposes; and this is the nab of 
the relations between the Revenue and accourtants 
on stock questions. Not infrequently the accountant 
contends that if a valuation is acceptable from the 
commercial point of view, and if it 1s in accordance 
with recognized accountancy practice, it cannot be 
challenged for tax purposes. This, although an uader- 


standable point of view, is one which the Revenue’ 


must reject. It is understandable because о: the 
attitude of the Courts towards questions of value. 
Professor Gower speaks of this in his book Modern 
Company Law, when writing of the maintenance of 
capital, involving the valuation of business assets: 
‘But even then the principle was not as watertight 
as it appeared for value is an uncertain concert and 
the Courts were ill equipped to assess it. Hence they 
were largely in the hands of accountants. and 
accountants, as we have seen, had their own notions 
including that of the division of assets into fixed 
and circulating capital and the non-revaluation of 
the former. After a few years, therefore, the Courts 
abdicated almost completely in favour of accoumtants 
and their business men clients.' 
But he goes on to point out that this was not quite 
the end of the story. | 
In the matter of stock valuation, it is recognized 
that perfection is not attainable, but the Courts have 
stressed that whatever system of valuation is adopted 
it should as nearly as possible accord with the facts. 
The case of Minister of National Revenue v. Anazonda 
American Brass Ltd, Privy Council, December 13th, 
1955, on appeal from the Supreme Court of Canada 
illustrates this principle. This case concerned the LIFO 
method which had been adopted by the company and 
had been approved by the Canadian Court. The point 
at issue goes to the heart of the matter. Тће following 
passage is taken from the headnote to the judgment. 


‘Held that the FIFO and not the LIFO method must 
be adopted in the present case. Since the decis:on in 
Whimster & Co v. C.I.R. (1925) 12 Т.С. 813, what 
was to be valued at the beginning and end cf the 
accounting period had for tax purposes been taken 
to be the actual stock as far as could be ascertzined. 
Here there was a large quantity of metal in the 1947 
closing inventory to which the 1936 cost had. been 
ascribed by the company. The profit of a trade or 
business was the surplus by which the receipts 
exceeded the expenditure necessary for the purposes 
of earning those receipts, and no assumption. need 
be made unless the facts could not be ascertzined. 
There was no room for theories as to flow of costs, nor 
was it legitimate to regard the closing inventory as an 
unabsorbed residue of cost rather than as a concrete 
Stock of metals awaiting the day of process. It was the 
failure to observe or the deliberate disregard of facts 
which could be ascertained and must have their 
proper weight ascribed to them,. which vitiatel the 
application of the LIFO method in the present case. 
New theories of accountancy, though accepted for 
business purposes, might not necessarily determine 
income for tax purposes. 
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'The same point was made in the case of Patrick v. 
Broadstone Mills Lid (35 Т.С. 44; 32 A.T.C. 332). 
This case as you know concerned the valuation on the 
base stock principle of certain stocks in process in a 
cotton spinning mill. The Special Commissioners had 
found as a fact that the base stock method was one of 
the methods recognized in the trade of cotton 
spinning and was in accordance with sound commer- 
cial practice. Nevertheless, both the High Court and 
the Court of Appeal rejected the base stock method, 
regarding it as unacceptable for tax purposes. The 
method involved the adoption of arbitrary rather than 
actual figures. Although the method accorded with 

"a^7recognized system, it was not the method which 
showed most accurately the position between the 
Revenue and the taxpayer. 

This principle that the practice of accountants 
‘though it were general or even universal, could not 
by itself determine the amount of profits or gains of a 
trade for tax purposes’, was affirmed by the House of 
Lords in the Duple Motor Bodies case. 

I apologize if I have unduly laboured this point, 
but the relationship between recognized accountancy 
practice and the basis acceptable for tax is a subtle one 
and a matter which gives rise to a good deal of mis- 
conception. Paragraphs 23 and 24 of Recommenda- 
tion 22 describes the base stock and last in, first out 
methods, I have tried to explain why the Revenue 
has to reject them. I should perhaps add that I have 
seen little sign that these methods are employed 
nowadays to any great extent by concerns in the 
United Kingdom. 

I should perhaps say a word about standard cost. 
This method, in strictness, is not acceptable for 
reasons similar to those which prompted the rejection 
of the base stock and LFO methods. The method 
involves the use of a predetermined or budgeted cost 
per unit instead of actual cost. In practice, however, 
if standard costs are shown to be reasonably accurate 
and are revised at frequent intervals, they are 
accepted by the Revenue as a sufficiently close 
approximation to actual cost. This attitude does not 
differ greatly from the views expressed in paragraph 
1I (d) of Recommendation 22. 


The Revenue View of ‘Cost’ 


The basic Revenue view is that ‘cost’ means actual or 
historical cost. At the same time it is recognized that 
there are sometimes bona fide difficulties in arriving 
at true historical cost and some compromise has to be 
effected. If actual cost can be ascertained, assump- 
tions are unnecessary. If not, the method which gets 
as near as possible to historical cost is the one to be 
used. Thus in the case of certain departmental stores 
the adjusted selling price method has been admitted. 
In this type of business, it is often found that the 
original cost is not recorded on the article or in branch 
records and that the attribution of a cost figure to 
each article is either impossible or impracticable. In 
the circumstances we have adopted a working 
approximation. | 
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T am sure that this talk would not be regarded as 
complete without reference to the consequences of 
the recent decision in Duple Motor Bodies on Revenue 
policy. Before the Duple case, the Revenue's view was 
that in the case of a manufacturing concern, strictly 
speaking all expenses other than those of finance and 
selling were costs of production and should be 
reflected in the oncost loading. At the same time, 
the diversity of accountancy opinion and variations of 
commercial practice were recognized and the Revenue 
was prepared to negotiate settlements on reasonably 
broad lines. In Duple, the Courts refused to decide 


between the rival claims of direct cost and oncost as a 
matter of broad principle. They decided that the ` 


Duple company which had valued its work in progress 
on the direct cost basis for many years could not be 
compelled to change to the oncost basis. The House 
of Lords found that the direct cost method was one of 
the methods which was recognized as sound account- 
ancy practice and at the same time did not violate any 
of the taxing statutes. There was no one, universally 
acceptable, basis. The basis must be considered in 
relation to the circumstances of the particular business. 
It is interesting to note that Viscount Simonds saw 
no impossibility in either the direct cost method 
or the oncost method showing the full amount of.the 
profits or gains, although each method would produce 
a different result. Lord Reid, in commenting on the 
Special Commissioners findings, thought that this 
might mean that over a period of years both methods 
might produce roughly the same aggregate profit. 
Alternatively, he said, that it might be that “one ог 
other method will produce a true figure, depending 
on the nature of the business, and that seems to 
accord with the recommendations of the Institute’. 


Importance of Consistency 


I do not think that Recommendation 22 amounts to 
a system of rules or principles from which it is possible 
to select for any particular business according to its 
nature, one method and one method only of stock 
valuation, although, of course, it gives valuable 
guidance. In any case, we do not start off in this way. 
We face a business world in which a great diversity of 
bases actually exists. The Inland Revenue Depart- 
ment is perhaps in the best position to appreciate this 
diversity because it sees all the cases. From my-own 
experience and some statistics I have collected, it is 
clear that some degree of oncost is included by the 
great majority of manufacturing concerns, but the 
degree of the oncost loading proceeds through all 
kinds of varieties of variable factory oncosts, through 
full factory oncosts to full oncosts. It is difficult to 
perceive any coherent pattern according to industry, 
although perhaps the older established kind of 
industry tends to include a greater proportion of 
direct cost valuations. There is no doubt that tradition 
has a certain influence on the basis adopted and that 
the pattern is not entirely a logical one. 

The judges in the Duple case stressed the importance 
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of consistency as does Recommendation 22. As Lord 
Reid said: 


*One thing clearly emerges as approved by the 
accountancy profession — whatever method is 
followed it must be applied consistently. I accept 
that. So the real question is what method best fits 
the circumstances of a particular business. And if a 
method has been applied consistently in the past, 
then it seems to follow that it should not be changed 
unless there.is good reason for the change sufficient 


to outweigh any di£iculties in the transitional year.' 


Both practical considerations and the opinion of the 
judges put a heavy emphasis on the maintenance of 
the status quo in an existing business. In a new соп- 
cern it is hoped that the guidance of Recommendation 
22 will be observed. The majority of accountants 
would, I think, agree that in the general run cf manu- 


facturing businesses it would be appropriate to _ 


include at least variable overheads and that in a 
substantial number of cases it would also be appro- 
priate to include а measure of fixed overheads. 

Y should like to say a few words- about change of 
basis and about consistency. The House of Lords said 
that there must be good reason for a change, suffi- 
cient to outweigh the difficulties in the transitional 
year. Obviously the case for justifying a change can 
only ‘be considered in relation to the individual 
circumstances of each instance. As we gain more 
experience in the post-Duple world, we shall no doubt 
be able to evolve some principles or, if that is too high 
sounding a term, some working rules. А change in the 
nature of the business would be one kind of case 


where a change of valuation might be justified. The . 


acquisition of a company by a group and a change of 
basis to conform with group practice might be 
another — although it might not be easy in a particular 
case to reconcile this with Recommendation 22. In 
every case of change the transitional difficulties have 


to be faced. This means that normally, in accordance ` 


with the decision in Bombay Commissioners of Income 
Tax v. Ahmedabad New Cotton Mills Co Ltd, the 
Stock at the beginning of the basis year of the year of 
change must be valuec on the same basis as at the end. 
Moreover, where in the case of an oncost change 
there is a change from one valid basis to another valid 


basis, there is no scope for the revision of liabilities of ` 


earlier years either by way of additional assessments 
on the one hand, or error or mistake claims on the 
other. This does not mean to say that every small 
change in the method of computation of stock values 


should necessarily call for Ahmedabad treatment. 


Where the change is no more than a refinement of an 


existing basis, or is designed to ensure greater 


accuracy, or in particular arises from a change in the 
circumstances or processes of a business giving rise 
to a change of oncost loading, there may be a case for 
ignoring Ahmedabad treatment but each case will have 
to be considered on its own facts. 

There is one thing I should like to say about con- 
sistency. Consistency in my view means consistency 
of principle, i.e. consistency of the factors entering 
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7 find quite a few cases where this kind of fixed per- 


2 
h^ 


February 17th, 1962 


into an oncost loading. Mere numerical consistency 
is unlikely to achieve this. A loading of, say, тао per 
cent fixed ten years ago is unlikely to be equally 

ropriate to the circumstances of.today. Yet we 


centage loading is applied. То my mind it canmot be 
reconciled with the counsel of Recommendation 22. 
In any particular business the oncost elemen- may 
tend to increase or decrease, but taking the eccnomy 
as a whole there is plenty of evidence that oncosts tend 
to be an increasing proportior of total costs. ЈЕ is 
common knowledge, for example, that the proportion 
of white-collar workers to manual workers is ever 
increasing. emn . 

Market Value 

I have been speaking so far mainly about the ccncep- 
tion of cost and I should now like to round cff my 
remarks on the theory of valuation with a very quick 
consideration of the other leg of valuation, nemely, 
market value. There is judicial authority (arising from 
Whimster & Cov. С.К. (12 Т.С. 813; 4 A.T.C 570) 
and recently approved by the House of Lords -n the 
Duple case) for the principle that the only reason for 
permitting a valuation below cost is to enab'e the 
trader to provide against an eventual loss or sale. 
Market value therefore means, in the Revenue’s view, 
market selling value measured by estimated eventual 
sale proceeds, i.e. in.the market in which the -rader 
normally sells his goods. Replacement cost is -here- 


fore not normally acceptable. The Revenue, however, . 


does accept replacement price in the case of raw 
materials. The reason for this apparent excepton to 
the general rule is that normally in the case cf raw 
materials of a taxpayer’s trade there is no selling 
market, as such, for the raw materials and the price 


* at which he can replenish his stock of raw macerials 


is the only available measure of the current market 
price of such raw materials. We do not admit replace- 
ment price in the case of raw materials covered by 
firm orders (there are examples in the textile trades), 
for the reason that in this case there can be no evzntual 
loss on sale and the correct valuation is at cost. In 
order to dispel any misconception, I should Eke to 
make it clear that when the Revenue speaks cf raw 
material in this context it means raw materials of the 
particular trade or business. 

In certain industries the value of the raw material 


content forms a high proportion of the total value of ` 


stock in process of production and the price of the 
raw material is liable to considerable fluctuations. In 
such circumstances, it is common practice to make 
rapid changes in selling prices to accord with the 


аљ changes in the price of raw material. In cases cf this 


kind the Revenue would agree that in practice the 
replacement price basis may be extended to cover 


stocks in process of production and finished ztocks 


as well as to stocks of raw material. 

The term ‘net realizable value’ appears in Recom- 
mendation 22. In general, the Revenue has accepted 
what the Recommendation says on this subject. 
However, the suggestion in paragraph 13 thet ‘all 
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expenditure to be incurred on or before disposal 


' should be deducted’ is only acceptable with reserval 


tions, The Revenue would not admit that the genera- 
selling costs should be allowed. In practice, specific 
indentifiable items of expenditure directly connected 
with the stock in question, including provision for 
commission and brokerage which have to be incurred 
on sale; would be allowed. 

Before I leave the subject of market value, I had 
better add a few words about the problems of slow 
moving stock, e.g. motor-car spares or books. We 
shall assume in these cases that the goods are in 
perfect condition and the full price is still asked but 
that stocks are held in such quantity that it is probable 
that some will never be sold. For example, a publisher 
may say that a particular book is slow moving. 'T'his 
fact alone does not justify valuing any of the stock 
below cost if, in fact, all copies will ultimately be sold 
at a profit. At the same time, the publisher is entitled, 
to have regard to the level of stock, the level of sales 
and the probable course of future sales and the num- 
ber of copies which will probably never be sold. We 
do ask that the trader in these cases should make use 
of his knowledge and experience to make a genuine 
estimate of the loss he can expect to suffer and not, 
as we sometimes find, deduct a purely arbitrary 
percentage from cost which does no more than ensure 
that the stock will certainly not be overvalued. 

A great deal more could be said about theories of 
stock valuation. Some theorization and systematiza- 
tion is of course essential, but it is necessary to avoid 
the danger of becoming theory obsessed. Valuation 
is probably more of an art than a science and it 
cannot be over-emphasized that as Recommendation 
22 says in its first paragraph: “The need to give a true 
and fair view is the overriding consideration applicable 
in all circumstances.’ Terms like true and fair import 
value judgments and are perhaps largely subjective 
concepts. We are, however, more likely to come to 
terms on these matters if both sides approach the 
problem as reasonable men. 


Form 8x 


Before І bring this talk to a conclusion, I should 
perhaps say something about the only form the 
Revenue uses in connection with stock valuation, a 
form which is certainly known to you all, the Form 81 
or stock certificate, as it is commonly called, at least 


‘within the department. The front of the form con- 


tains the certificate while on the back there are 
questions about reserves and suspense accounts as 
well as the value of the stock and the basis. At one 
time, the form was used perhaps rather too indis- 
criminately and a greater selectivity has been en- 
couraged in recent years. 'The form is often used at 
the close of an inquiry into the basis of stock valuation 
and it does not seem to me to be an unreasonable 
request that at the close of such an inquiry, which has 
normally taken the form of question and answer as 
between inspector and accountant, a certificate signed 
by the taxpayer himself should be obtained. j 
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It may be mentioned also that when the present 
form was drafted the accountancy profession was con- 
sulted. Moreover, little or no objection to the form 
was taken during. the proceedings of the Tucker 
Committee and the Royal Commission. On the whole, 
the form has provoked very few objections or com- 
plaints, but occasionally we have had an objection 
from an accountant on the grounds thet one or more 
questions in the form are covered by the responsibi- 
lities placed on the accountant by the Companies 
Act, 1948. This, of course, applies to the accounts of 


limited companies and the objection is not relevant. 


and is usually not made as far as the accounts of 
individuals or firms are concerned. The Revenue's 
attitude to this type of complaint is that the responsi- 
bility of auditors for the actual stock figures appears 
to be left in some uncertainty by the Companies Act 
and that there are auditors who still consider that the 
main responsibility for the accuracy of the valuation 
‘rests with the company. The Revenue considers that 
the use of some type of stock certificate is justified. 
There are matters on which the Revenue is entitled, 
if it-wishes, to have an assurance from the taxpayer 


ACCOUNTANT 


February 17th, 1962 


himself. The use of the form does not imply any . 


reflection on the honesty of the taxpayer or the 
honesty or competenze of the accountant. It is felt 
that the certificate is a safeguard both to the Revenue . 
and the accountant. 

Nevertheless, I would admit that there may be some 
room for criticism of certain of the questions as being 
superflous in view of the Companies Act, 1948. How- 
ever, the form has been with us for a long time and 
has aroused few critics and the time is not opportune 
for change. It may be more appropriate to await the 
results of any change in the law which may arise out 
of the report of the Jenkins Committee. It is noted 
that the Institute has made certain submissions to 
that committee with regard to the amendment of the ` 
Companies Act in connection with stock, including a 
recommendation for the indication of the basis of 
valuation on the face of the accounts. No doubt, when 
the time is ripe, the layout of the form will be 


reconsidered and the profession will be consulted. _ 


Meanwhile, I would ask the few accountants who do 
not like the form very much to be patient and for the 
time being to co-operate in its completion. 


Retirement and Superannuation Benefits 
LIABILITY TO ESTATE DUTY 


The following notes prepared by the Board of Inland Revenue set out in general 
terms the present practice ој the Estate Duty Office regarding liability to estate 
duty on lump sums and annuities payable on death under employees' retirement 
benefit schemes and superannuation funds. They also apply to retirement annuity 
contracts and trust schemes approved under section 22 of the Finance Act, 1956. 


А. Payments to the Deceased's Legal 
Personal Representatives 


I. Payments that are legally due to the legal 
personal representatives and cannot be withheld 
from them at the discretion of any person exercis- 
able after the death are liable to duty as рагі of the 
deceased’s free estate. The legal personal representa- 
tives are accountable for the duty under section 8 (3) 
of the Finance Act, 1894. 

2. Amounts liable to duty under this head are 
subject to normal aggregation with other property 
passing on the death for the purpose of determining 
the rate of duty. 


B. Where the Deceased had a General 
Power of Nomination 


3. Where the deceased had a general power to 
nominate a benefit to anyone he wished and he had 
not exercised his power irrevocably in his lifetime, 
the benefit is liable to duty under section 2 (1) (а) 
of the Finance Act, 1894, and the legal personal 
representatives are accountable for the duty under 
section 8 (3). . 

4. The case where the deceased had at the time of 
his death an option to have a sum of money paid to 
his legal personal representatives normally falls 


under this head. Where, however, an annuity is pay- 
able to the deceased's widow, widower or dependant 


under a contract or trust scheme approved under : 


section 22 of the Finance Act, 1956, and the deceased 
had an option to have a sum of money paid instead 
to his legal personal representatives, duiy is not 
charged under this head (section 39 (2) of the Finance 
Act, 1957). 

5. Amounts liable to duty under this head are 
subject to normal aggregation with other Property 
passing on the death. 


C. Annuities which Continue to be Payable 
after the Deceased's Death 


6. Where an annuity was payable to the deceased: 
during his lifetime and the same annuity is payable 
after the death to some other person, duty is claimed 
under section x of tae Finance Act, 1894, if both 
the following conditions are satisfied: 

(a) A single annuity must have been created which 
continues after the death; for example, an 
annuity for the life of the deceased or for five 
years certain wnichever is the longer, or an 
annuity for the longer of the lives of the deceased 
and his wife. 

(b) The annuity must subsist as a separate item of 
property. This condition is regarded as satisfied 
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if the annuity was a continuing charge or some 
property, for example, on the income of a trust 
fund; or if the annuity, although not a сћагре on 


сло cM property, was payable for the whole of its 


erm to the same grantee, for example to an 
employing company or to the trustees of a 
Scheme, and was held by the grantee or trust 
for different persons in succession. 

7. The beneficiary, and also the trustees or other 
persons in whom the annuity or the management of 
It is vested, are accountable for the duty under 
section 8 (4) of the Finance Act, 1894. 

8. Annuities payable under employees! superan- 
nuation arrangements, which are liable to duty under 
this head, are subject to normal aggregation with 
other property passing on the death. Ап amnuity 
payable to the deceased's widow, widower cr de- 


pendant under a retirement annuity contract ог trust’ 


scheme approved under section 22 of the Finance 
Act, 1956, 18 subject only to the limited aggrezation 
with policies on the deceased's life in which he never 
had an interest, as defined in section 33 (2) of the 
Finance Act, 1954. 


D. Interests Provided by the Deceased 


9. Where an annuity or other interest was pur- 
chased or provided by the deceased, duty is charge- 
able under section 2 (1) (d) of the Finance Act, 
1894, to the extent that a beneficial interest accrues 
or arises on his death. Before duty can be ckarged 
under this head, all the three following concitions 
must be satisfied: 


(a) The deceased must have purchased or provided 
the annuity or other interest. 

This condition is regarded as satisfied if the 
deceased made some pecuniary contribution 
towards its cost, for example, by deducting from 
his pay or by forgoing some part of his emolu- 
ments; or where he gave up some benefit to-which 
he was otherwise entitled, for example, Бу sur- 
tendering part of his pension. It is also regarded 
as satisfied if the annuity or other interest was 

` purchased or provided by a person, for example, 
the employing company, who was entitEd to, 
or amongst whose resources there was included, 

property derived from the deceased (secton 30 

(1) of the Finance Act, 1939). 

(b) The benefit must be legally due and mot subject 
to the discretion of any person exercisable after 
the death. 

(c) There must be ‘a beneficial interest accrutng or 
arising’ on the death. 

This condition is regarded as satisfiec only 

© where a contingent interest becomes vested, or 

a defeasible interest becomes indefeasible, 5n "ће 

death so that the identity of the beneficiary is not 

finally determined until the death. 

Examples of cases where this condition is re- 
garded as satisfied are: 

(i) where the deceased dies before retirement 
and an annuity or lump sum becomes pay- 
able to his widow instead of the retirsment 
pension he would have got if he had reached 
retiring age; 
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(ii) where the deceased surrendered part of his 
retirement pension for an annuity for his 
widow to start on his death and he retained 
the right to revoke the surrender up to the 
time of his death (the condition would not be 
regarded as satisfied if the surrender was 
irrevocable or became irrevocable before the 
deceased’s death), 

то. The mere fact that an annuity for life is 
expressed to be payable only if the annuitant sur- 
vives the deceased is not of itself regarded as making 
it ‘a beneficial interest accruing or arising’ on the 
death nor is the fact that certain events such as 
divorce or dismissal would have prevented its being 
payable. 

11. It is no longer the practice to regard an annuity 
as ‘a beneficial interest arising or accruing’ on the 
death simply because the recipient was debarred 
from surrendering, charging or assigning it before 
the death. 

12. Тће beneficiaries, and also the trustees or 
other persons in whom the property or the manage- 
ment of the property is vested, are accountable for 
the duty under section 8 (4) of the Finance Act, 
18 

A Where duty is claimed under this head, the 
property chargeable is treated in ассогдапсе "with 
section 4 of the Finance Act, 1894, as property in 
which the deceased never had an interest and is riot 
liable to normal aggregation for the purpose of 
determining the rate of duty. | 

14. Where the property chargeable with duty is 
a policy on the deceased's life, or is the money 
received under such a policy, or is an interest in 
such a policy or money, it is subject to limited 
aggregation under section 33 (2) of the Finance 
Act, 1954. Section 33 (2) is not considered 16 apply, 
however, where the beneficiary is entitled under the 
rules of the scheme or fund to a lump sum or annuity 
of stated amount, even though the trustees or the 
employers may have effected a policy payable to 
themselves in order to satisfy their obligations, and 
such benefits are therefore not subject to any aggre- 
gation. 

-15. Any annuity in favour of a widow, widower 


.ог dependant arising under a contract or scheme 


approved under section 22 of the Finance Act, 1956, 
if chargeable to duty is subject to the limited aggre- 


* gation under section 33 (2) of the Finance Act, 1954. 


General 


16. A benefit which escapes duty under one of the 
above heads may, of course, be liable to duty under 
another head. For example, where the deceased had 
a power of nomination, but the power was restricted 
to a limited class, duty will not be chargeable under 
head B, but it may be chargeable under head С отр. 
а person who was entitled to, or amongst whose resources 
there was included, property derived from the deceased the 


special provisions of section 30 (2) of the Finance Act, 1939, 
apply and the sums chargeable are fully aggregable. 
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Weekly Notes 


THE INSTITUTES EXAMINATIONS 


HERE were 4,005 candidates for the November 

1961 examinations of The Institute of Chartered 
Accountants in England and Wales. Of 1,696 candi- 
dates for the Final examination, 813 (47:9 per cent) 
-passed and 883 failed; in the May 1961 examination 
693 (46:3 per cent) passed and 805 failed. The First 
Certificate of Merit, the Institute Prize, the W. B. 
Peat Medal and Prize, the William Quilter Prize, 
the O. C. Railton Prize for the year 1961, and the 
Plender Prizes for the papers on Auditing and 
English Law (Part IT) were won by Mr William Bates, 
of Nottingham. Mr Jeffery Haverstock Bowman, of 
London, won the Second Certificate of Merit, the 
Walter Knox Scholarship and the Plender Prize for 
the paper on English Law (Part I); and the Third 


Certificate of Merit and the.Charles M. Strachan 


Prize were won by Mr Anthony Warren: Davies, also 
. of London. 

In the Intermediate examination, there were 2,091 
candidates, of whom 939 (44:9 per cent) passed and 
I,152 failed; in the May 1961 examination 944 
{43-3 per cent) passed and 1,012 failed. The First 
Certificate of Merit, the Institute Prize and the 
Stephens Prize were won by Mr Robert William 
Maas, of London. 'The Second Certificate of Merit 
and the Тот Walton Prize were won by Mr 
Christopher Douglas Collins, also of London; and 
the Third Certificate of Merit and the Flight- 
Lieutenant Dudley Hewitt, р.в.с., Prize were won 
jointly by Mr Frederick William Bush and Mr 
Raymond Victor Jayson, both of London. 

In the Preliminary examination, 218 sat, of whom 
57 (26-1 per cent) were successful and 161 failed; 
in the May 1961 examination, 71 (33 per cent) 
passed and 144 failed. 

A full list of successful candidates, together with 
a summary of results, appears elsewhere in this issue. 


THE SOCIETY’S EXAMINATIONS 


НЕ three Chartered Institutes, in accordance 
with the schemes of integration with The Society 
of Incorporated Accountants (in voluntary liquida- 
tion), conducted the Final examination of the Society 
in November 1961. There were thirty-six successful 
candidates eligible for membership of the English 
Institute, and eight successful candidates eligible for 
membership of the Irish Institute. 
A list of successful candidates, together with a 
summary of the results, appears on another page. 
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EUROPEAN ACCOUNTANTS' CONGRESS 


HE Policy Committee of the European Congress 
of Accountants. to be held in Edinburgh in 
September 1963, announced this week that H.R.H. 
The Duke of Edinburgh has kindly consented to give 
his patronage to the Congress, of which The Institute 
of Chartered Accountants of Scotland will act as 
host organization. The news was received by the 
Committee on February. gth at its second meeting 
(preliminary details of the Congress were first 
announced in The Accountant of December 2nd last). 
Тће Policy Committee — which is an international 
one, with representatives not only from accountancy 
bodies in Great Britain and Ireland, but also from 
Belgium, Denmark, France, Germany, the Nether- 
lands and Switzerland – has now decided that the 
official days of the Congress will be Tuesday, Sep- 
tember roth, to Friday, September 13th, 1963. 
Four business sessions will be held, and a full pro- 
gramme of social events is being arranged to include 
at least one banquet and a ball, and special enter- 
tainment for the ladies of participating accountants. 
At the business sessions papers will be presented by 
accountants from different parts of Europe; the 
subjects of the papers, as determined by the Congress 
Policy Committee, will be: _ 
Auditing — the ways in which the professional re- 
sponsibilities of the auditor are discharged in the 
‘context of the obligations imposed -on him in 
various countries. 


` Accounting Principles — the accounting principles . 


and conventions adopted in the preparation of 
statements of operating results and of assets and 
liabilities for purposes of management and for 
publication to shareholders. 


The Impact of Electronics on the Accountant of the . 


Future —in relation both to the accountant in 
practice and to the accountant in industry. 

The Accountant’s Contribution to Small Businesses, 

particularly in connection with Specialized Services. 

The official languages of the Congress will be 

English, French and German, and arrangements are 

being made to provide simultaneous translation at 
the business sessions for all three languages. 


LEVERHULME RESEARCH SCHOLARSHIP 


N another page an official announcement relates 

to the offer of a Leverhulme Research Scholarship 
in accounting services for management purposes and 
invites applications. The scholarship will be tenable 
for one year and is worth £2,000 in addition to the 
reimbursement of the expenses of travel necessarily 
undertaken by the scholar in the course of his research 
studies. 

Applicants, who should be ‘British born, are 
required to hold a recognized accountancy qualifi- 
cation besides having had experience which has 
enabled them to acquire an appreciation of the prob- 
lems of operating management, either in public 
practice or in.a commercial or industrial appointment. 


` 
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These accounting scholarships were first offered 
by the Leverhulme Trust in 1955, though no award 
was made in that year as no suitable candidate 

eared before the selection panel. However, in 
1956;-two accountants were awarded scholarships; 
one was Mr Christopher Bostock, M.A., F.C.A., whose 
thesis has since been published under the title of 
Management, Accounting and Profitability (Pitmans, 
18s); the other was Mr Leonard Hardy, А.А.2.С.А., 
F.C.W.A., whose thesis on financial forecasting and 
planning in the field of product development and 
distribution is now in process of publication. 

The chairman of the selection panel for the p-esent 
scholarship is Sir Harold Howitt, G.B.E., D.S.0.. M.C., 
Е.С.А., and the members are Mr Н. A. Benson, =.B.E., 
F.C.A., Mr W. W. Fea, B.A., F.C.A., Mr L. C. Hawkins, 
F.C.A., members of the Council of the Institute, with 
Mr J. С. Walker, F.c.a., chief accountant of Ur ilever 

Ltd. 


N.E.D.C. APPOINTMENTS 


WEE the promise of T.U.C. participation, Mr 
Selwyn Lloyd has announced the first ten 
members who, together with himself, the President 
of the Board of Ттаде, the Minister of Labou-, and 
the Director-General of the Council, Sir Eobert 
Shone, and six T.U.C. nominations, will maxe up 
the twenty-member Council. 

'The ten appointments include that of Mr J. N. 
Toothill, c.B.E., F.c.w.a., of Edinburgh, directer and 
general manager of Ferranti Ltd, and chairman of 
the committee whose forthright report on the state 
of the Scottish economy was recently published. 
Among other industrialists appointed to the Council 
are Mr F. A. Cockfield, who, since leaving the Inland 


t- Revenue, where he was Director of Statistics and 


Intelligence and latterly а Commissioner, has been 
chairman of Boots Pure Drug Со Ltd, and Mr 8. M. 
Geddes, 0.B.E., managing director of Dunlop Rubber 
Co Ltd. They are joined by Mr C. E. Harrison vice- 
chairman of the English Sewing Cotton Co Ltc, who 
is also this year's President of the Federation of 
British Industries; Mr E. J. Hunter, с.в.в., chairman 
of Swan, Hunter & Wigham Richardson Ltd who 
is Director of the British Productivity Council; and 
Mr J. M. Laing, managing director of the construc- 
tion firm bearing his name, who is also a member of 
the Economic Planning Board. 

It is gratifying that room has been found fcr two 
members who are unaffiliated to any industral or 
trade organization; they are Sir Oliver Franks, 

| G.C.M.G., K.C.B., C.B.E, Provost-elect of Worcester 
College, Oxford, and Professor H. Phelps Brown, of 
London University, an economist specializimg in 
labour problems, who is also a member of the Ccuncil 
on Prices, Productivity and Incomes. 

Perhaps the most contentious of the-appointments 
are those of Lord Robens and Dr Beeching in their 
capacities as the heads of the two biggest of the 
nationalized industries, both of which are struggling 
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towards financial solvency. Their inclusion probably 
hinges on the fact that these two industries employ 
well over a million workers in two of the largest and 
most important unions, whose co-operation with the 
Council's recommendations is greatly to be desired. 
Whether this is the best way of ensuring such co- 
operation is debatable, but it has almost certainly 
been the cause of Sir Ronald Gould's letter on behalf 
of seventeen ‘white-collar’ organizations unaffiliated 
to the T.U.C., pointing out that their particular 
interests are unrepresented on the Council. 

The whole point is that the last situation to be 
desired is that the Council should be a meeting-place 
for sectional interests. Nevertheless, given its present 
size and the two appointments from the nationalized 
industries, Sir Ronald Gould’s argument is difficult 
to resist. 

Besides these appointments to the N.E.D.C., Sir 
Robert Shone, the Director-General, announced 
that he had appointed Sir Donald MacDougall, 
C.B.E., an Oxford economist, to be economic director, 
and Mr Frank Pickford, of the Ministry of Labour, 
to act as administrative secretary. 


CAPITAL ALLOWANCES ON 
LEASED FACTORIES 


APITAL allowances-on industrial buildings are 

granted to the owner for the time being of the 
*relevant interest', i.e. broadly speaking the interest 
which the person erecting the factory etc. had at the 
time of erection. If, for instance, the freeholder incurs 
the cost of erecting a factory and then sells the free- 
hold, the title to the capital allowances passes to the 
buyer. What legislation has not provided for is the 
case where the owner of the 'relevant interest' grants 
a lease at a high premium which reflects the value of 
the industrial building. Such a person continues to 
have the ‘relevant interest’? and consequently the 
capital allowances, while the lessee who in essence 
has borne the cost of the building receives no allow- 
ance. We understand that the Chancellor of the Ex- 
chequer is being approached to introduce legislation 
to remedy this anomaly. It is suggested that wherever 
the owner of a ‘relevant interest’ grants a long lease ` 
(as defined for income tax).this shall be deemed for 
capital allowance purposes as a sale of the relevant 
interest, any premium to be treated as ‘sale moneys’. 


TAX AIDS TO THRIFT 


EPEATED pleas for the abolition of transfer 

duty and the simplification of share transfers 
make it appear that transfer costs are the chief 
stumbling block in the way of a property-owning 
democracy with small investors holding stock ex- 
change securities. In an article in the current 
Westminster Bank Review, Mr Basil Taylor throws a 
good deal of rather cold light on this idea and puts 
forward some rather more convincing ideas of his 
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ówn. He points out that the main obstacle to tlie 
small investor's participation in share-owning is not 
transfer costs but the raising of the purchase price 
itself. He gives some very impressive statistics to 
‘show that small investors are very much in the 
minority; most people are not even investors at all, 
large or small. 

Mr Taylor argues that the tax structure favours, 
in relation to capital accumulation, persons assessed 
under Schedule D. They receive encouragement to 
acquire plant and machinery in that a good deal of 
the cost is met by the Chancellor of the Exchequer; 
they can take full advantage of the retirement 
benefit provisions. The ordinary employee receives 
no such tax encouragement. His enjoyment of 
retirement benefit tax relief is dependent on the 
goodwill of his employer; even a small pension 
scheme debars him from taking advantage of the 
1956 Act. | | 

With house purchase, the scales are weighted in 
favour of the mortagor who borrows from an insur- 
ance company; the premiums on the policy that repays 
the loan qualify for tax relief, whereas repayments to 
a building society do not. _ > 

Mr Taylor suggests that every taxpayer should 
have the right to save a certain percentage of his 
income tax-free, thus rationalizing the present 
irrational and haphazard system. 


RESEARCH ON DECISION MAKING 


NOTHER article in this issue of the Westminster 
Bank Review deals with the question of research 
into decision-making in business. This is a subject 
which in the form of the_theory of gains and the 
development of simulatrics has seen a certain amount 
of development in the United States. Now Mr C. F. 
Carter in his article ‘An experiment on business 
research' describes the Centre for Business Research 
at Manchester. The Centre is part of the research 
section of the Faculty of Economic and Social Studies. 
For its first five to seven years it will be financed by 
a group of companies. At the moment these are 
fourteen in number. 

'The Centre is going to study some of the major 
decision problems of business and to build up, by 
an examination of real situations, knowledge of the 
information systems and the methods of decision 
appropriate in particular circumstances. It will con- 
centrate on certain approved lines of research and 
will not try to solve problems over a wide range of 
industry.nor will it compete with management con- 
sultants. The work of the Centre will be organized 
` in ‘project-groups’ each of which will usually. be led 
by a research worker whose status and industrial 
experience will allow him to make easy contact with 
managements. The sponsors of the scheme are grati- 
fied by the response they have had from industry and 
they look forward to the time when it will be possible 
when they will be able to offer a systematic analysis of 
how management training courses should be prepared. 
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COURTAULDS' COME-BACK 


SUE our leading article was prepared, Court- 
aulds' прозе to I.C.I.'s latest offer was announced · 
on Wednesday afternoon. Its tone is again emphatic 
and uncompromising; а judicious mixture.of increased: 
dividends promised for 1961-62 and 1962-63, and а 
23 per cent tax-free cash distribution out of capital 
profits for each of the next three years. This goes 
along with a £40 million capital bonus in 7 per cent 
Unsecured Loan Stock 1982/87. It will be interest- 
ing to see how Courtaulds’ shareholders react to the 
latest handout. у 


TAKE-OVER BIDS AND THE SHAREHOLDER 


HE Stationery Office has published a private 
member's Bill which would prevent companies 
from making take-over bids unless authorized by a 


special resolution to do so. As the Jenkins Com- P 


mittee is still deliberating on similar suggestions 
made to it, it seems unlikely that this private mem- 
bers' Bill will meet with any support from the 


` Government. 


NATIONAL PRODUCTIVITY YEAR 


HE idea of the British Productivity Council that 
-L а National Productivity Year be held from next 
November has received a warm welcome and more 
than one hundred major organizations have already 
signified their backing. H.R.H. Тће Duke of Edin- 
burgh has consented to take an active part as patron. 
The object of the National Productivity Year will 
be to focus attention on the means that lie within the 
capacity of management and workers to raise effici- · 
ency and lower costs. The Year will provide an 


. opportunity for the methods which have enabled 


leading firms, large or small, to achieve süccess in ` 
this sphere to be given the widest possible currency 
as an encouragement to others. А major aim, of 
course, will be to foster a more favourable climate of . 
opinion to better methods, and their appropriate use, 
in industry and the community. 

The Year is envisaged as having two main aspects, . 
distinct though by no means separate. One is the 
industry-by-industry aspect. In each industry or 
group of industries, it is hoped that all the bodies 
concerned – зисћ as trade associations, employers' 
federations, trade unions - would, with whatever 
consultation and collaboration they consider appro- 
priate, formulate plans to give effect to the Year and . 
its aims in that industry or group. : 

. The other aspect concerns the professional bodies 
“(two of the .Vice-Patrons of the Year are Mr P. Е. 
Granger, Е.С.А., President of The Institute of Char- 
tered Accountants in England and Wales, and Mr 
F. M..W..Hird, F.c.a., F.C.W.A., President of. The 
Institute of -Cost and Works Accountants). It is . 
expected that all the bodies concerned will, at .the 
national level, discuss ways in which they can link 
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their individual programmes to the aims of the Year, 
and also arrange such co-ordination and collaboration 
as may be desirable. The main emphasis will 5e laid 
on activities at local level and directed towards firms 
and the general industrial community in everz area. 
Local plans will be formulated by specially formed 
national productivity year local committees on which 
all appropriate participating bodies, including trade 
unions, educational establishments and chambers of 
commerce, will be represented. 

The first step to form these area commit-ees is 
being taken by the 116 local productivity comnittees 
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and local productivity associations of the British 
Productivity Council. 

Reports from the B.P.C.s eleven regional officers 
show that already the first steps have been taken, and 
that almost everywhere the area committees will have 
been formed by the end of this month. 


` The British Productivity Council has undertaken 


a number of the main administrative tasks in con- 
nection with the Year, and inquiries should be 
addressed either to the British Productivity Council, - 
Vintry House, Queen Street Place, London EC4, or 
to any of the Council's regional officers. 





This is My Life... 
by Ап Industrious Accountant 
CHAPTER 111 


HAD a long talk with our chairman гесеп 7; he’s 
getting on in years and is planning retirement 
soon. He wanted to talk about tax. It appears tiat his 
personal financial affairs have always been hzndled 
by an elderly contemporary of his, a local accoantant 
` who suddenly collapsed the other day with a stroke. 
-I found myself confronted with a bulging file of old 
taxation assessments, schedules of investmenzs and 
annual income, etc., and being asked, out of the blue, 
to comment. 

Advice on tax and estate administration is a func- 
tion which an accountant should welcome, he aatur- 
- ally being able to discharge it to his client's benefit 
and to his own enhanced credit; but it proved un- 
expectedly difficult. The aforesaid client szemed 
strangely vague about the technicalities whith he 
should have known for years; I got bogged down 
early. 


Our one-time private family company has vastly ` 


expanded since its beginnings, and the structure of 
shares and debentures is complex. Blocks of shares 
with various proportions of control are held by 
assorted groups of relations who have a background 
influence on policy much greater than is gererally 
known. Subsidiary companies were hived off in the 
past for tax or personal reasons; the chairmen has 
holdings in all of them; their disposal is important. 
His previous adviser had persuaded him to transfer 
large holdings into the names of junior relatives, to 
~ minimize the impact of death duties in due course, 
and there was an arrangement to hand back dividends. 
Now my good chairman wants to rescind these trans- 
fers and reorganize the allocation. . . . 


І talk about forming a private company, Himself _ 


Ltd in effect, with himself as all-powerfu. sole 
director; this, I explain, has great benefits taz-wise 
and he can nominate his successor. He likes tbe idea, 


but has reservations. Deep down in his subconscious 
mind is the fear of losing control, of being super- 
Seded by the younger generation. He plays around 
with the thought and asks remarkable questions. 
Some of them I can't answer at short notice and ће 
looks rather superior. 

Then he gets round to the reclamation of tax 
deducted at source from his dividends from the 
family companies. He obviously has had his private 
suspicions about this procedure for a long time; I 
find it hard to convince him that in his capacities as 
shareholder and director he is not being taxed twice 
on the same revenue. Í do some rapid diagrams show- 
ing dividend debited to appropriation account, tax 
debited to dividend account, tax credited to Revenue 
Commissioners, and so on, but we just go round in 
circles. ‘Probably all right, if you say so,’ he admits 
grudgingly, ‘but it looks like a fiddle to me.’ 

Then we turn to the long-term financial forecast 
of our major subsidiary and I feel my hair growing 
grey. Bearing in mind the tax liability on dividends 
payable and the strengthening of the net asset 
position, I recommend so much to be put aside to 
dividend equalization, so much to gradual repayment 
of the substantial loan from the holding company. 
There will be an enhancement of the share values, 
of the equity ... but the chairman gets hopelessly 
fogged. He listens warily and scribbles little sums 
in subtraction. He's conscious that additional death 
duties will accrue from the higher share valuations 
to be expected when the dividends increase, but is 
less sure about asset valuations when profits are 
retained. These, he indicates vaguely, can Бе... 
well, arranged, what? | T 

At this stage I suddenly understand why he seems 
mistrustful. He has been taking the annual net profit 
figure as representing the sum available for repay- 
ment; he fails to comprehend that liquid cash 18 also 
available to the extent of the depreciation charge 
annually; the discrepancy has always worried him. 
Explanations clear his mind rapidly but he needs 
time for reappraisal. He withdraws with courteous 
thanks but without arriving at conclusions. 

I hope the impression I made on him was better 
than the impression he made on me. 
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Finance and 
Commerce 


Oxo Accounts 


HIS week's reprint comes from the annual report 

and accounts of Liebig's Extract of Meat Co Ltd. 
The company is probably known better through some 
of its leading products such as ‘Oxo’, ‘Fray Bentos' 
and ‘Viendox’. The report includes a list of the com- 
panies eomprising the group throughout the world 
together with details of the group's principal trade- 
marks ed products. This, of course, is what one 
expects -hese days; the annual publication should be 
entirely self-explanatory. 

The report this year has been redesigned both in 
its general layout and in the presentation of the 
account. Additional information incorporated for 
the first time includes statistics covering the financial 
years 1655 to 1961. These are mainly in the form of 
balance sheet and profit summaries but two indices 
are worth noting: the expression of group profit before 
debentu-e, loan interest and taxation as a percentage 
of the fends employed in the group at the year-end, 
and the =xpression of the gross ordinary dividend аз a 
percentage of total ordinary stockholders’ funds. The 
profit percentage has come down from 17-7 to 10:5 in 
the seven years and the dividend percentage this time 
is 5-0 абег two years at 6-1. 


Revaluation 


Mr K. 3. M. Carlisle, Liebig's chairman, admits that 
althougi« a year ago he expected profits to show some 
expansiwn, it became apparent as the year progressed 
that — vith the exception of 'excellent results' in the 
United Kingdom – profits were not going to come up 
to expectations. 

Subs-antial losses were incurred on production of 
canned meats and meat extract in Argentina and, to 
a lesser extent, in Paraguay; farming returns, how- 
ever, were generally better; profits from the continent 
of Eurcpe were ‘much lower’; there was one good 
development in South America. Mr Carlisle says that 
advantaze has been taken, as regards land and live- 
stock, ef recent Argentine legislation which gave 
favourable opportunities to revalue fixed assets and 
breedin = livestock. Some of the estancias in Paraguay 
have alo been revalued in accordance with similar 
legislation in that country. 

The -esultant increases in the balance sheet values 
of fixed and current assets, with corresponding 
increases in capital reserves, are reflected in the 
accounts. ‘Movements of reserves’ shows that group 
capital -eserves have been raised by £1,297,067 by 
the rewluation of breeding livestock, a footnote 
explaining that the credit has been to capital reserves 
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in conformity with requirements in Argentina. Land 
revaluation has produced a surplus of £552,321. 


Rising Costs 

Mr Carlisle has no doubts about the future for 
Liebig’s in the Common Market. ‘Our products have 
been on sale in the Common Market countries for the 
greater part of a century and with the passing years 
their variety has increased’, he says, but there is 
scope for rationalization and standardization. 

In Argentina and Paraguay, troubles are particu- 
larly concerned with inflation, he reports. ‘Over the 
past three years, internal costs, including the cost of 
cattle, have risen enormously, but external exchange 
rates have been relatively stable and there has been no 
compensating increase in the currency proceeds of 
exports. On top of this, the industry has been taxed 
viciously in the form of retentions on the export sales 
of its produce and heavy surcharges on the import of 
plant and packing materials necessary for the con- 
ditioning of the products for export.’ But the Govern- 
ments concerned, he adds, are beginning to realize 
the seriousness of the situation and some easing has 
been instituted. 

A feature of the balance sheets in these accounts is 
the single column for all figures ~ items and group 
totals — the latter, of course, being ruled off. 


S. & W. Berisford 


HERE is the feeling with the annual report of 

S. & W. Berisford Ltd that one has picked up a 
serial — after the first instalment – to which there is no 
synopsis. How much better it would have been to 
have included a short description of the company and 
its business and of how it acquired Joseph Travers 
& Sons Ltd in March 1959. 

Berisford, of course, is one of the big names in the 
marketing of sugar. Sugar sales account for the greater 
part of its turnover. Travers, the centuries old grocers 
and commodity merchants of the City of London, 
has not, unfortunately, fulfilled earlier hopes. Some 
of its departments — sugar, canned goods, dried fruit, 
cereals and spices — have been absorbed by Berisford 
and the ‘Mark Lane companies’; while the tea and 
coffee sections have been closed down and sold. The 
specialist departments of wines and spirits, and 
green fruit, with the overseas branches continue to 
trade as Travers. а 

Which leads to the 'big point' іп the Berisford 
accounts this year: the separation and separate 
statement of the Travers’s accounts. By so doing, the 
Berisford directors feel that the position will be more 
readily appreciated — a view which shareholders will 
undoubtedlv welcome. One important event was the 
sale of the Travers’s Cannon Street lease at a capital 
profit of £191,095, as a result of which Travers’s net 
assets are up to £1,290,608 ‘which compares with the 
cost of the investment to S. & W. Berisford Ltd of 
£1,218,941. There is thus still a substantial surplus 
on the investment’. 
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CITY NOTES 


ANK rate and industrial profits — the problem 

of whether the first should be reduced and the 
evidence that the second are under increasing pressure 
— have been the City's concern for some time. The 
regularity with which the discount market has been 
forced ‘into the bank’ has emphasized to the discern- 
ing onlooker that Bank rate reduction, although freely 
forecast, is unlikely. ` : 

On a wider plane, the Government's intention 
to push the ‘pay pause’ policy through to the 
end of March and the prospect that the surplus 
budgeted for last April will in fact turn out to be a 
deficit, are two further points arguing against Bank 
rate reduction. Another factor is that, to an extent, 
capital goods export finance has been taken outside 
the Bank rate sphere. 

On industrial earnings, the stock-market 18 noting 
with some apprehension that pressure on earnings is 
being shown by companies whose shares have for long 
been standing on a low yield growth basis. That par- 
ticularly applies to store shares where the market, at 
first affected by the slowing down in Woolworth's 
profit growth rate, has this week learned of an actual 
and sizeable reduction in earnings by British Home 
Stores. | 

Part of the recent improvement in the gilt-edged 
market reflected а movement out of low yielding 
equities where growth prospects are not as rosy as low 
share yields popularly suggest them to be. 
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RATES AND PRICES 
Closing prices, Wednesday, February 14th, 1962 
Tax Reserve Certificates: interest rate (25.11.61) 34% 


Correspondence 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Bank Rate 

Nov. 20, 1958 4% Dec. 8, тобо 5% 
Jan. 21, 1960 5% July 26, 1961 7% 
June 23, 1960 6% Oct. 5, 1961 64% 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
: Treasury Bills 
Dec. 8 £5 6s s:34d% Jan. 12 £5 85 5:034% 
Dec. 15 £5 6s 4°83d% Jan. 19 £5 6: 2'354% 
Dec. 22 £5 75 3 18d, Јар. 26 £5 45 19'064% 
Dec. 29 5 85 o72d%  Feb.a £5 45 4:93d% 
Jan. 5 £5 8s 781497 Feb, o £5 85 0°74d% 

: Money Rates 
Day to day 43-53% Bank Bills 
7 days 43530 2 months 5580 
Fine Trade Bills 3 months 52-59% 

3 months 62—71 7; 4 months 554% 

4 months 62-74% 6 months sisi% 

6 months 7-855 Ç 

Foreign Exchanges 

New York 2:813-$ Frankfurt 11'25+-% 
Montreal 2:95—8% Milan 1748-1 - 4. 
Amsterdam 10-19-# Oslo 20'0412—05 
Brussels 140141-$ Paris 13°794-2 
Copenhagen 19:371-à Zürich 12171-i 
— r У 

onsols 4% I unding 3% 59-69 8 
Consols 2$ 75 40$ Savings 3% 60-70 Eon 
Conversion 54% 1974 92$ Savings 3% 65-75 — "71ixd 
Conversion 5% 1971 91: Savings 24% 64-67 864. 
Conversion 3$ 77 1969 854 Treasury 54% 2008-12 87 
Conversion 33 % 55 Treasury 5% 86-89 8448 
Exchequer 5%% 1966 98$ Treasury 3375 77-80 711 
Funding 53% 82-84 дор Treasury 33 95 79-81 69i 
Funding 4% 60-90 — 89$ Treasury 21% 401 
Funding 3$% 99-04 бо Victory 4% 92ixd 
Funding 3% 66-68 84} War Loan 34% 554 

* 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Training of Accountants 


Sm, – You have performed a service to the profession 
by reproducing the article ‘Outdated articles’ in your 
issue of February roth. The fact must be faced that 
much of what was written is undoubtedly true, and to 
keep abreast of a rapidly changing world, the Institute, 
too, must consider radical changes or the profession 
in Britain will lose much of its prestige. 

While agreeing that a certain period of articles is 
essential, this need not exceed three years, and higher: 
educational standards for entrants will also be vital if 
the Institute is to retain any prominence among the 
professions. f 

'The main point of my letter, however, and one 
which is touched upon in the article, concerns 
remuneration. Аз the author states, chartered account- 
ants’ clients are being subsidized by the parents of 
articled clerks, in fact, they always have been. This 
argument may be widened to include almost everyone 
employed in the profession, as well as many principals, 
particularly the smaller practitioners. Тћеу themselves, 
not their parents, are also subsidizing their clients. 


Profit margins afe at present far too narrow, 
although the writer of the article obviously doubts 
this. The Council should certainly recommend a 
minimum rate of pay for articled clerks competitive 
with industry, and this should be tied up with 
recommendations of scale fees and remuneration for 
all levels of staff employed in the profession. 

Accountancy is becoming less and less attractive to 
intelligent young people, the main reason being not 
that they have to serve articles, but that the financial 
rewards are just not good enough. The 'articled clerk 
salary scale' mentality is carried on right through the 
profession after qualification and beyond, and as a 
result we are now being ‘found out’ and potential ` 
chartered accountants are, in fact, going into other" 


professions with better prospects. 


Yours faithfully, 
Derby. K. C. SAUNDERS. 
Str, - I have read with interest Mr K. S. Most's 
letter on the education and training of acccuntants 
in your issue of January 27th. 
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. Mr-Most cites various instances where American 
accountants have been consulted or American 
accounting practices have been adopted rather than 


- British. He then suggests that these examples are 


'the results of our apathy' and the failure cf the 
Institute to make vigorous reform in the system of 
education for the profession. Whilst I have no doubt 
that the present system could be improved, I suggest 
that there is no direct connection betweer this 
system and the cases mentioned by Mr Most. 

Аз American capital spreads around the world 
and as American industrial and political infinence 
increases, I think the American accounting profes- 
sion is bound to become more prominent ard in- 
fluential. This should not, I feel, be automa-ically 
attributed to the American system of education. 

On the question of university courses in accounting, 
the C.P.A. boards of most States in the U.S.A. 
require a candidate to have a college degree followed 


—a— by three years of practical experience. This pro- 


" 


№ 


cedure has many advantages, but after Raving 
worked with accountants of various nationali-ies in 
Europe, America and elsewhere, I have yet to find 
any evidence that the American method of training 
necessarily produces better accountants. 

Yours faithfully, 

H. JAMES COX, F.c.a., A.C.W.A. 
Nassau, Bahamas. 


Sir, – May I, as a university graduate who has just 
passed the Final examination of the Institute, add 
my comments to the article reproduced from 
Technology in your issue of February roth? 

1. Far from being ‘a necessary evil’, I found my 
correspondence course, from a leading specielist in 
this field, well-planned, well-presented and easy to 
understand, which is far more than can be said: of 
some lectures given by university staff. 

2. My principal, certainly, does his best to ensure 
that an articled clerk is given practical work and 
advice which supplements the theoretical stage of 
studies. 

3. I would submit that the articled pupilage 
system is the only practical method of training an 
accountant in the fundamental skills of auditing, 
accountancy and taxation. 

4. The great failure of the system, particularly 
when applied to the small practice, arises wken the 
newer skills of costing, management accountancy 
and mechanized systems are considered. Clearly 
the new syllabus for the Final examination, with one 
paper devoted wholly to these subjects, as -ecom- 
mended by the Parker Committee, recognizes this, 


but any system which requires a student to submit | 


himself to an examination on an essentially p-actical 
subject, without practical experience, must ђе coomed 
to failure. 

I submit that any change in the present system 
should be designed to fill this dangerous gep in a 
young accountant’s education. Provisions already 
exist for training clerks outside the professien to a 
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limited extent, and I feel that this is the avenue which 
should be explored. . 
Yours faithfully, 

K. J. HAMILTON. 


Worcester. 


Stock Valuation | 


Sir, - May I suggest that auditors should seriously 
consider the recommendation to their clients of a note 
on their published balance sheets, covering the basis 
of valuation of stock and work in progress and any 
material change in that valuation from one year to 
another. 

The consolidated balance sheet of Jost & 
Newall Ltd has a note which is as follows: 

‘These have been valued at the lower of cost 
(including, in the case of stock-in-trade, an appro- 
priate proportion of production overheads) and net 
realizable value on a basis consistent with that 
adopted in previous years, after deducting provisions 
for unearned inter-company profit and possible 


obsolescence.' 
Yours faithfully, 
- London W6. N. Е. SHEARMAN, A.A.C.C.A. 


Company Reports 


Sm,- The appearance of the recent article, ‘On 
compiling company reports', in your issue of Febru- 
ary 3rd, suggests that readers will be interested to 
hear from an industrial publisher what processes of 
thought have accompanied many of those develop- 
ments in the presentation of annual reports to which 
the article alludes. 

For the very reasons that make him a publisher, 
this ‘outsider with the outside view’ sees a potential 
usefulness in annual reports that very often escapes 
those who must perforce publish them. He sees in 
this annual authoritative document from a board of 
directors an opportunity for a company to com- 
municate information beyond what the law ordains, 
and to communicate it to readers beyond, as well as 
within, the ranks of the shareholders: he sees the 
annual report as an opportunity for the kind of com- 
munication upon which the health of an industrial 
democracy increasingly depends. 

For this reason the industrial publisher's eye is 
fixed not only on the shareholders, but on those 
other readers whose interest in, knowledge of, or 
concern for a company can be expected to advantage 
the company and our society. He steels himself (ог 
should) to resist the blandishments of the company 
that appears anxious to spend a great deal of money 
on a pointless pursuit of the will-o'-the-wisp of 
glossy ‘prestige’ (surely a meaningless word?), and 
directs his client's attention to the interest that awaits 
sober information, among customers, suppliers, 
dealers - and employees; among financial editors, 
stockbrokers, investment analysts, the City press, 
and the company's trade and local press. 

The great increase in stockholding in all sections 
of the community in recent years should alone affect 
the presentation of reports; but there is more to it 
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than that. The annual report, if it is planned to com- 
municate information about a company's plans and 
prospects, its policies and products, its past, its 
present, and its particular view of its duties, responsi- 
bilities, rights and performances, can constitute an 
act of leadership i in a society whose health depends 
utterly upon a wide dissemination of the raw material 
of debate and opinion. 

Тће annual report is neither a tiresome annual 
chore at one'extreme, nor an excuse for a public 
relations beano at the other. ЈЕ is part of the free 
press of a free society. 

Yours faithfully, 


London Wr. RICHARD BLYTHE. 


The Silver Mirror 


Sir, - Your 'Industrious Accountant’s’ reference in 
his Chapter 107 on January 2oth to this story by 
Sir Arthur Conan Doyle is of great interest to the 
members of our profession who also belong to the 
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Sherlock Holmes Society of London uud kindred 
bodies. 

As Doctor Watson tells us in The Greek Interpreter, 
Mr Sherlock Holmes' brilliant but unambitious 
brother, Mycroft, had ‘an extraordinary faculty for 
figures, ‘and audited the books of some of the Govern- 
Since Conan Doyle edited 
Watson’s work there may be some link here calling for 
research. ` 

It would be a kind act if your ‘Industrious Ac- 
countant’ .would tell us by whom the story was 
published and in what magazine, if he can remember. 
Is it possible to get on the track of a copy? 

Yours faithfully, 
RONALD SHERBROOKE-WALKER. 


London NWS. 


[Conan Doyle’s short story “The Silver Mirror’, 
originally included in Tales of Long Ago which is out 
of print, is now to be found in Conan Doyle Stories, 


published by John Murray (Publishers) Ltd, London,,~ 


price 205, ~ Editor.] 


PROJECTING THE ACCOUNTANT'S ‘IMAGE? 


Chartered Accountants’ Dinner at Bournemouth 


A total of 150 members and guests attended a dinner 
of the South Eastern Society of Chartered Accountants 
held at the Carlton Hotel, Bournemouth, on February 


9th, and were received by the President of the Society, . 


Mr Arthur S. Watson, Е.С.А., together with Mr P. F. 
Granger, F.C.A., President of The Institute of Char- 
tered Accountants in England and Wales. 

Mr A. John Jenkins, a Southampton barrister, pro- 


posed the toast of “The Institute of Chartered Account-. 


ants in England and Wales and the Accountancy 
Profession’, and after a number of amusing stories 
about his ‘native Wales, he was serious for a few 
minutes for a complimentary remark about the 
accountancy profession. 

The average man’s picture of the chartered account- 
ant in this country, he said, was of someone pleading 
his cause with the inspector of taxes. ‘He looks upon 
you as being a Ник between himself and the Inland 
Revenue. An important and difficult task made doubly 
difficult because of the wrong attitude so many people 
have to their financial responsibilities towards the 
State.’ 

This theme was developed by Mr Granger who 
responded to the toast. ‘One of the things we are up 
against is publicity,’ he declared. ‘We are modest 
violets as chartered accountants and we do not like 
throwing our weight about in the newspapers.’ 

When it comes to projecting the accountant’s image, 
the difficulty is, said Mr Granger, that a man who 
qualifies as a member of the Institute does not neces- 
sarily stay in practice. There were members abroad 
and members in industry. 

‘It makes it very difficult when talking about “images” to 


get over something applicable to all sections of our mem- 
bership. So when you hear people saying how well they 


do in tax matters, it is not very easy for us to stick up a 
notice on the counter saying: “We do tax matters better." * 

Mr Granger went on to say that the Institute fre- 
quently had talks with, and made representations to, 
the Inland Revenue authorities on tax matters, and 
arising out of one or two recent meetings it had become 
apparent that the Revenue were troubled about the 
increasing number of cases of assessments under appeal. 
Probably the main cause of this was delay in the sub- 
mission of accounts. - 

In so far as a remedy lies in members’ hands, he 
urged those in practice to take all steps they coüld to 
see that accounts were prepared or audited and sent 
in as soon as possible. He was aware of staff difficulties 
and other problems but if they were in practice they 
should see that their clients’ affairs were dealt with as 
expeditiously as possible. i 

Membership of the Institute, he continued, was now 
approaching 35,000 and a lot of help was required 
from the district societies. 

Mr Granger said he would like to-acknowledge the 
work of the district societies in respect of the Institute's 
small practitioner inquiry. То Mr Watson he said: 
*Your society has sent in some very good work. We at 
Moorgate Place cannot do this job without the help. 
of the district societies.' 

In conclusion, he added: "Today I talked to a lot 
of your articled clerks. They were young men and 
young women who were coming along well I liked 
the sort of questions they asked and what they talked 


`about.' 


Mr Watson, in proposing the toast of “Che Guests’, 
welcomed particularly the presidents and chairmen of 
other societies. and professional bodies. The reply was 
made by Judge A. Н. Armstrong, іп a chafacteristically 
witty speech. j 


rn 


* 
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Electronics in the Otfice 


Air Ministry to save £25,000 a Year 


IR MAURICE DEAN, к.с.в., K.C.M.G., Permanent 
V JUnder-Secretary of State for Air, recently set 


in motion an Emidec 1100 computer at the Central 


Civilian Pay and Records Office, Cheadle Hulme, 
Cheshire. Ín the course of the next eighteen m»nths 
the computer will progressivelv take over the pay 
accounting and records of the Air Ministry's 70,000 
civilian employees in the United Kingdom which are 
at present maintained at various regional cent-es at 
individual Royal Air Force units and Air Miaistry 
Headquarters. 

The planning staff for the system was set 1p in 
London in 1957 and an order was placed for the com- 


~+ —puter in June 1959 (The Accountant, November 28th, 


1059). The nucleus staff of the C.C.P.R.O. moved to 
Cheadle Hulme in August 1960 to prepare programmes 
and systems and the computer was delivered in April 
1961. Since then many programmes for the computer 
have been completed and tested and the clericzl staff 
recruited and trained. 'l'he capital cost of the whole 
system is estimated at £328,000 and, spread over the 
next ten years, is expected to show a saving of about 
£25,000 a year, in addition to increased efficiency 
arising from specialization. At present, the centre has 
about 130 employees and the eventual total will be 
about 180. By the time it is fully operational, just over 
3oo employees at the existing pay offices throughout 
the country will be released for employment elsewhere 
within the Air Ministry. 

The computer system is not merely desigmed to 
produce a payroll. It is able to interpret the effect on 
individuals of complicated staff regulations ccvering 
some hundreds of different grades. The systera соп- 
tains a number of unique features in the field of rerson- 
nel management. For example, sick leave entitlement, 
-a. complicated- subject which has hitherto required 
considerable attention from specialized management 
staff, will be controlled automatically. 

The computer uses magnetic tape for storimg his- 
torical data which can be held outside the computer 
available for use as and when required. One applica- 
tion of this feature is to maintain master recerds of 
service for all Air Ministry employees for ase by 
central and local management. 


Data Processing System for Jaguars 


N IBM r4or data processing system was recently 

delivered to Jaguar Cars Ltd, Coventry, to take 
over payroll for 7,000 weekly paid employees and the 
initial steps of an overall production control pro- 
gramme. It will be operational early in March and the 
complete change-over from the present data prccessing 
system is scheduled for the end of June. 

The r4or will break down the three-monthly car 
production schedule into weekly requirements of all 
components and relate them to stock in hand and 
work in progress to determine the date when -eplace- 
ment orders are required to maintain contiruity of 


production. Future plans envisage an extension of the 
weekly material control report, áutomatically calculat- 


- ing and printing a schedule of orders to the factory for 


the production of components, together with the 
necessary documentation for initiating and progressing 
the order through to completion. 

Further applications will include .labour costing, 
purchase analysis and non-productive material control, 


` with the eventual aim of providing a complete system 


of production control with a greater degree of manage- 
ment information than has hitherto been possible. 


New Development in Audience Research 


HE British Broadcasting Corporation is to install 

in the next six months a National-Elliott 803 com- 
puter. One of the machine's main tasks will be to 
produce day-to-day audience figures for B.B.C. sound 
and television programmes. It will also assist the 
engineering departments by performing mathematical 
calculations. 

For some.time most of the Corporation's routine 
audience research figures have been analysed at the 
National Cash Register Company's Commercial 
Computing Centre in Marylebone Road, London, 
where information received from panels and inter- 
viewers all over Britain is punched into paper tape and 
fed daily to a computer, which produces printed 
records for consideration by programme heads, pro- 
ducers and other executives. 

The 803 is an exceptionally compact computer 
and is- equipped with electronic memory units in 
which large quantities of information are stored on 


"reels of magnetic film. This feature will enable the 


B.B.C. to accumulate statistics on different programmes 
and to provide any special types of analysis which may 
be required i in addition to the'day-to-day work. 


Stockbroking by Computer 


LEADING firm of stockbrokers has ordered a 

National-Elliott 803 magnetic file computer and 

is believed to be the first United Kingdom stockbroking 
firm to do so. 

Due to be installed this summer, the computer will 
take over a wide range of clerical tasks, including the 
preparation of contract notes, clearing returns, jobbers' 
ledgers, ticket accounts and transfers, foreign currency: 
ledgers, dividend accounts and other internal accounts, 
as well as clients! records and valuations. 

The object of the new venture is to develop a fully- 
automatic system in which all documents and statistical. 
reports are produced from a single recording of trans- 
action data. Programmes for the computer are now 
being written by members of the firm’s staff, who have 
been trained by The National Cash Register Co. 
Information will be fed to the computer in the form of 
punched paper tape. Ledgers and other records will be- 
kept on reels of magnetic film and automatically- 
up-dated as transactions take place. 
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SPECIAL AND ORDINARY MEETINGS-OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wecnesday, February 7th, 1962, at the Hall of the 
Institute, Moorgate Place, London EC2, there were 
present: 


Mr P. F. Granger, President, in the Chair; Mr P. F. 
Carpenter, Vice-President; Messrs J. F. Allan, W. L. 
Barrows, Т. A. Hamilton Baynes, J. H. Bell, Sir William 
Carringron, Messrs G. T. E. Chamberlain, D. A. Clarke, 
J. Свуюп, C. Croxton-Smith, E. Hay Davison, У. G. 
Densem, S. Dixon, W. W. Fea, Sir Harold Gillett, Bt, M.c., 
Messrs |. Godfrey, G. G. С. `Goult, L. C. Hawkins, J. S. 
Heaton, D. V. House, J. A. Jackson, W. H. Lawson, C.B.E., 
H. L. Lzyton, В. B. Leech, M.B.E., Е. N. Macdonald, D.F.C., 
R. Мемел, J. H. Mann, M.B.E., R. P. Matthews, W. 
Bertram Nelson, c.B.E., W. E. Parker, С.В.Е., C. U. Peat, 
M.C., Sir Thomas Robson, M.B.E., Messrs J. D. Russell, R. G. 
Slack, Г. Steele, J. E. Talbot, A. H. Walton, V. Walton, 
F. J. Weeks, M. Wheatley Jones, E. F. G. Whinney, J. C. 
Montgomery Williams, R. P. Winter, с.в.в., M.c., E. K. 
Wright, Sir Richard Yeabsley, све, 


Denmark 
Föreningen af Statsautoriserede Revisorer 


The Council received a report from the President on 


his atter. dance at the Fiftieth Anniversary celebrations : 
of the Föreningen af Statsautoriserede Revisorer at 


Copenhagen on January 12th, 1962, during which the 
congratulations and good wishes of the Council were 
conveyei to the Föreningen af Statsautoriserede 
Revisorer. 


Summer Courses - Emmanuel and Sidney Sussex 

Colleges, Cambridge, July 18th to 22nd, 1962, and 

Christ Church and Pembroke College, Oxford, 
September 13th to 18th, 1962 


The Со псі] authorized the distribution to all members 
of the Irstitute of a notice giving preliminary details of 
the summer courses to be held at Emmanuel and 
Sidney Sussex Colleges, Cambridge, July 18th to 22nd, 
1962, and Christ Church and Pembroke College, 
Oxford, September 13th to 18th, 1962. The notice will 
be accompanied by an application form. 

The subjects and speakers at the Cambridge course 
will be: 


“Taxation aspects of amalgamations and reconstruc- 
tions,’ by Mr D. O. Bailey, F:C.A. ` 

"Service to management,’ by Mr R. D. S. Shrimpton, 
Е.С... 

*Insurarce and the accountant,’ by Mr D. Williamson, 
F.C.A. 
The subjects and speakers at the Oxford course will 
be: 


‘The training of accountants for industrial respon- 


sibility,’ by Mr G. W. Searle, р.Е.С., Е.С.А. 
“The problems of the smaller practice,’ by Mr R. W. 
Smich, O.B.E., T.D., F.C.A. 
“Investment in stocks and shares; by Mr A. G. 
‘Touche, F.C.A. 


Examination Results – November 1961 


"The results of the Institute examinations held in 


November 1961, were as follows: 








š Passed Failed Total 
Preliminary ea 57 161 218 
Intermediate 939 1,152 2,091 
Final m za 813 883 1,696 

.1,800 2,196 4,005 





[The names of the successful candidates and the 
recipients of prizes and certificates of merit are repro- 
duced on other pages of this issue]. = 

The results of the November 1961 examinations, 
conducted by the Institute as examinations of The 


Society of Incorporated Accountants were as follows: 


Completing 
Passed Failed Total Final 
Final: 
Parts I and II to- 
gether А I I 2 I 
Part Í only A - I I _ 
Part II only 55 35 30 65 35 


No honours certificates were awarded. [The names 
of successful candidates are shown on page 216 of this 
issue. ] 

The November 1961 examinations were the last 
occasion for the holding of the Final examination of the 
Society. . 


The Charles M. Strachan Prize 


The Council has expressed its thanks to Mr Charles 
M. Strachan, О.В.Е., Е.С.А., a member of the Council 
from 1949 to 1967, 'for his generosity in giving £900 
Hull Corporation 33 per cent stock to provide for a new 
prize at the Final examination. This award commenced 
with the November 1961 Final examination and is 
awarded to the candidate (other than a candidate taking 
any other prize) who obtains the highest number of 
marks in the examination. 


Final Examination 
English Law (Part II) Paper 


The present syllabus for the above paper is outlined 
in the booklet General Information and Syllabus of 
Examinations as follows: 


English Law (Part IT), including the law relating to: ` 


(a) Contracts generally; 

(b) Sale of goods, negotiable instruments, 
purchase, bills of sale and arbitration; 

(c) Bankruptcy; 

(d) Trusts, as contained in the Trustee Act, 1925. 

With effect from the November 1962 Final exami- 

nation the detail under head (4) above will be as follows; 

(d) Trusts, as contained in the Trustee Act, 1925, 

and the 'T'rustee Investments Act, 1961. 
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Taxation and Research Committee 


The Council appointed Mr Roland Walter Foad, F.c.a., 
to membership of the Taxation and Research Com- 
miitee to fill the vacancy caused by the resignation of 
Mr Reginald Oscar Arnold Keel, F.c.a. 


Registration of Articles 


‘Tke Secretary reported the registration of 197 articles 
of clerkship during January 1962. 


The P. D. Leake Trust 


‘The Council approved for publication the accoumts of 
the P. D. Leake Trust for the year to October 31st, 
1951, a report on the administration of the trust and a 
report of the P. D. Leake Committee. A booklet соп- 
taining these reports and accounts may be obtained 
without charge on application to the offices af the 
Institute by any interested person. (It is expected that 
copies will be available by the end of February 1962.) 


Festival of the City of London – July 1962 


In response to an invitation fror1 the Lord Mayor of 
London the Council has nominated the President 
of the year to represent the Institute on the Courcil of 
the Festival of the City of London. А donation of 
202 guineas is being made from the Chartered Account- 
ants’ General Charitable Trust. 


Admissions to Membership 


The following were admitted to membership cf the 
Institute: 


Deller, Brian William, A.C.A., a1962; бо Portmore Park 
Road, Weybridge, Surrey. 

Dixon, "Anthony William, A.C.A., 21962; 80 Moor Drive, 
Great Crosby, Liverpool 23. 

$Ноорег, William James Ernest, А.5.А.А., 21962; 32 Louis 
Botha Drive, Florida Park, Florida, Transvaal, South 
Africa. 

Fellowship š 


Tne Council acceded to applications from nireteen 


. associates to become fellows under clause 6 cf the 


supplemental Royal Charter. 


Members Commencing to Practise 


Tae Council received notice that the following nem- 

bers had commenced to practise: 

Appleton, Anthony Frederic, A.C.A., 21958; 48 High Street, 
Godalming, Surrey. 

Arram, Michael, A.C.A., атобх; Michael Arram & Со, 172 
New Road, Chingford, London E4. 

Ashby, John Durham Jocelyn, F.c.a., a1950; Haskew, Twist 
& Co, з Cherry Street, Birmingkam 2. 


§ means ‘incorporated accountant member’. 
a indicates the year of admission ta the Institute. 


aS Indicates the year of admission to The Socisty of. 


Incorporated Accountants. 


Firms not marked ¢ or * are composed wholly of members 
of the Institute. 

+ Against the name of a firm indicazes that the firm, though 
not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or another of the three Institutes of chertered 
accountants in Great Britain and Ireland. 

* Against the name of a firm indicates that the firm is not 
wholly composed of members of one or another of th» three 
Institutes of chartered accountants in Great Britam and 
Ireland. 
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Askham, Francis Guy Lewis, A.C.A., 41955; Burnett, 
Swayne & Co, and Askham & Co, 11 Westwood Road, 
Southampton. 

Banfield, John Clayton, A.C.A., 21961; Main, Banfield & Со, 
Lloyds Bank Chambers, The Borough, Yeovil, Somerset. 


Barnes, Hugh Edward Michael, A.C.A., a1958; t'Tansley 
Witt & Co, 22-24 Ely Place, London EC1, and at Sydney; 
also at Melbourne, *Tansley, Witt & Co. 

Benjamin, Theodore Toby, B.COM., A.C.A., а51956; T. E. 
Rowell & Co, 1 Northumberland Place, North Shields, 
Со. Durham. 

Bennett, Frank Cecil, F.c.a., a1950; 40A Marlborough Court, 
Pembroke Road, London W8. 

Bermon, John Harry, a.c.a., a1961; Goldwyn Bros & Со, 
88-90 Temple Chambers, Temple Avenue, London EC4. 

Booth, Ian Gordon, A.C.A., 21957; Mann, Judd & Со, 8 
Frederick’ s Place, Old Jewry, London EC2 

Bosworth, John Michael Worthington, Р.С.А., a1951; Peat, 
Marwick, Mitchell & Co, 11 Ironmonger Lane, London 

2. ; 

Bower, Julian Thurston Syndercombe, A.C.A., 41961; 
TBinder, Hamlyn & Co, 121 Queen Victoria Street, 
London ЕСА, and at Manchester. 

Brett, Raymond Michael Ashby, A.C.A., 41958; 11 The 
Uplands, Ruislip, Middlesex. 

Bygrave, Clifford, a.c.a., 41958; Hillier, Hills, Frary & Co, 
26 Victoria Street, Luton, Beds, and at Dunstable. 

Carnwath, Thomas Douglas, M.A., F.C.A., 21938; tPeat, 
Marwick, Mitchell & Co and +Edwin Guthrie & Co, 
Norwich Union House, King Street, Manchester 2; also 
at Barrow-in-Furness and Liverpool, fPeat, Marwick, 
Mitchell & Co. 

Cayless, Basilwood Leonard, A.C.A., 21952; 
Avenue, South Harrow, Middlesex. 

Cheaney, Bryan, A.C.A., 251955; Smith, Hodge & Baxter, 
National Provincial Chambers, High Street, Kettering. 

Cheswright, David Michael, A.C.A., 4591956; ‘Chesnut’, 
Waverley Crescent, Runwell, Essex. ` 

Clayton, Edgar Francis, M.A., B.SC.(ECON.), F.C.A., 251932; 
*Woodlea', Bredhurst, Gillingham, Kent. 

Constable, Frederick Leonard, F.c.a., 41949; Asbury, 
Riddell & Co, Lloyds Bank Chambers, Ellesmere, Salop. 

Cross, John Michael, a.c.a., 41959; 39 Chestnut Avenue, 
Priory, Dudley, Worcs. 

Cunningham, Geoffrey, A.C.A., 21961; Rickard & Co, 12 
Nelson Street, Southend-on-Sea, and at London; also at 
Worthing, Rickard, Chambers & Co. 

Day, Arthur Alfred, F.c.A., 21936; Sharp, Parsons, Tallon & 
Co, 5 Laurence Pountney Hill, London ЕСА. 

Dean, Kenneth, A.C.A., 251954; *Dean, Prestwich & Co, 
29 Water Street, Radcliffe, and at Manchester. 

Dickinson, Walton Peter, А.С.А., a1954; Bolton, Wawn & 
Co, Alliance House, Hood Street, Newcastle upon Тупе 
1, and at Sunderland. 

Dixon, Leslie Albert, a.c.a., aS1956; Squiers & Co, Kings 
Court, 115 Colmore Row, Birmingham 3. 

Dodsworth, Ian James, A.C.A., 01959; 15 Ainslie Wood 
Gardens, Chingford, London E4. 

Donovan, Arthur James, A.C.A., 21958; Maw, Ellis, Warne 
& Co, 4 Gray's Inn Square, Gray’s Inn, London WC1. 


Dunkerley, George William, M.C., Е.С.А., 21948; TPeat, 
Marwick, Mitchell & Co, 11 Ironmonger Lane, London 


124 Carlyon 


ЕС2. 

Everitt Alan William, A.C.A., 251956; Hillier, Hills, Frary 
& Co, 26 Victoria Street, Luton, and at Dunstable. 
Franklin, Geoffrey, F.C.4., 251950; Carpenter, Arnold & 
'Turner,. Regent House, Princes Place, North Street, 
Brighton .1, and at Chichester, Crawley, Horsham and 

Steyning. 

Garlick, Squire Horace, Е.С.А., а1948; S. J. G. Southon & 
Co, 10 Richmond Road, Exeter, and at Newton Abbot, 
Parkstone and Totnes. 

Garman, Derek Owen, A.C.A., 21957; Crouch & Co, 17 
Queens Road, Brighton. 

Garthwaite, Roy, М.А., A.C.A., 41954; Brown, Butler & Co, 
32-33 Commercial Street, Leeds 1. 
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Gill, John, A.C.A., а1961; Neaves, Bell & Со, 55-57 Barton 
Arcade, Manchester 3. 
. Goldberg, Harvey, A.C.A., a1961; *Hyman Freedman & Со, 


92 Gray's Inn Road, London МСТ, and àt Southend-on- 


Sea. . 

Goldring, John Irwin, A.C.A., 41958; Trevor & Со, 14 
Маулеја Gardens, Hendon, London NW. 

Greenfield, Peter, A.C.A., 21958; Charles F. Beer & Co, 
Gérdon Chambers, 21 Bond Street, Leeds 1. 

Grundy, Thomas, Е.С.А., 21936; W. H. Cork, Gully & Co, 
19 Eastcheap, London ЕСз. 

Hammond, John Bateman, A.C.A., aS1956; Smith, Hodge & 
Baxter, National Provincial Chambers, Kettering. 

Harden, Peter Lee, B.SC.(ECON.), A.C.A., 21957; C. Neville 
Russell & Co, 11 Poultry, London EC2, and at Egham. 


Haward, William Edward, А.С.А., a1960; Franklin, Wild & 
Co, Orient House, 42-45 New Broad Street, London EC2, 
and at Bognor Regis. у 

Heather, Cecil, F.C.A., a1950; Pannell, Crewdson & Hardy, 
9 Basinghall Street, London ЕС2. 

Hughes, Philip John, a.c.a., a1954; Annan, Dexter & Co, 
21 Ironmonger Lane, London EC2. : 

John, Ivor William Murray, F.C.A., 41934; Maw, Ellis, Warne 
& Сс, 4 Gray’s Inn Square, Gray’s Inn, London WCz. 
Johnson, David Robert, A.C.A., a1961; 5 St. Bernards 

Avenue, Belgrave, Leicester. 

Jowett, Kenneth, A.C.A., а1961; Thomas Craggs & Co, 
*"Welgarth', Masham, Ripon, Yorks, and at Darlington, 
Hawes and Leyburn. š 

Kimpton, Eric John Arthur, F.C;A,, a1949; Carpenter, 

` Arnold & Turner, Regent House, Princes Place, North 


Street, Brighton r, and at Chichester, Crawley, Horsham 


. and Steyning. Е E 
Lawrence, Peter John, A.C.A., a1961; P. J. Lawrence ё Co, 
4 Dollisroft, Holders Hill Circus, London NW7. 

Leece, Geoffrey Robert, A.C.A., 21954; W. H. Walker & Co, 
42 Castle Street, Liverpool 2, and at Douglas; also at 
London, W. H. Walker & Co, E. C. Price, Son & Reid and 
Slade, Lewis & Slade. 

-Lees, Geoffrey, F.C.A., 21951; А. E. Smith, Craven & Co, 
Regeat Chambers, Hall Cross, Doncaster. 

Leesing, Brian, A.C.A., 4591957; 14 The Boulevard, Long 
Sandall, Doncaster. . 

Lemon, Geoffrey Raymond, A.C.A., a1960; Elliott & Lemon, 
27c Castle Street, Salisbury, Wilts. А 
Longcroft, Peter Martin Stoddart, a.c.a., a1960; Longcroft, 
Smith & Co, and Reeves & Rothwell, Capel House, 

New Broad Street, London ECa. 

Lord, John William, A.C.A., 21953; Carley & Co, 48 Wind- 
mill Street, Gravesend, Kent. 

§Loveless, Brian Charles, А.5.А.А., 01961; 86 Cranbrook 
Road, Ilford, Essex. ` 

Mansel., Peter George, A.C.A., a81954; Rickard & Со, 20 
Southampton Place, London МУСт, and at Southend-on- 
Sea; also at Worthing, Rickard, Chambers & Co. 

Marshall, William, F.C.A., a1950; Norman F. Kirby & Co, 
3 Church Street, Colchester, Essex. 

Masters, Alfred, А.С.А., a1952; Derbyshire & Co, Bentinck 
Buildings, Wheeler Gate, Nottingham, and at London. 
Могсогл, Richard Hugh, F.c.a., a1950; Pannell,.Crewdson 

& Hardy, 9 Basinghall Street, London EC2. 

Mountford, William Robert, A.C.A., а51952; Edward 
Thomas Peirson & Sons, 20 Half Moon Street, Piccadilly, 
London W1. | 

Newman, Malcolm James Gare, A.C.A., a1961; B. Davis & 
Со. 59 Sloane Street, London SWi. 

Norden, Geoffrey Robert, A.C.A., aS1956; C. Neville 
Russell & Co, 11 Poultry, London ECz, and at Egham. 

Owen, John, A.C.A., 21956; Thomas Coombs & Son, Oxford 
Chambers, Victoria Square, Leeds, 1. | š 

Parker (Miss), Lucy Jean, a.c.a., @S1954; Rickard, 
Chambers & Co, Colonnade House, High Street, Worth- 
ing; also at London and Southend-on-Sea, Rickard & 
Co 


Parr, Geoffrey John, A.C.A., а1959; Fincham, Vallance & 
Co, 3 & 4 Clement’s Inn, Strand, London WCa. 
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Peat, Trevor Cyril, A.C.A., 41961 ; 575 Whitton Avenue West, 
Greenford, Middx. 

Reid, Ernest Heath, F.c.a., a1951; 18 Hyde Road, Sander- 
stead, Surrey. 

Rogers, John Victor, F.C.A., 21935;-James Sibbald, Forsyth 
& Farnsworth, 41 St Mary's Gate, Derby. 

Ross, Derek Guy, A.C.A., a1960; Ross, Jones & Co, 166 
Newport Road, Cardiff, and at Swansea. - 

Savage, Paul Stephen Gladstone, A.C.A., 251957; Baldwin 
S Son, Moore’s Chambers, London Road, Sunningdale, 

erks, - i 

Simmons, Alan Harvey, A.C.A., a1957; 13 Alders Close, 
Edgware, Middx. 
Smith, Peter Harry, A.C.4., a1961; Altman, Smith & Co, 
13 Rockingham Street, Sheffield r. | 
Stringer, George, А.С.А., 21958; 117 Rycot Road, Speke, 
Liverpool 24. 

Swan, Noel Eric Bishton, A.C.A., a1960; 22-23 Laurence 
Pountney Lane, Cannon Street, London ЕС4. 

Taylor, Paul Duncan, A.C.A., 41959; John Gordon, Harrison, 
Taylor & Co, 7 Bond Place, Leeds 1, and at Harrogate. 

TON Brian, A.C.A., 251957; 82 Luton Road, Dunstable, 

eas. 

Thornton, Michael Stewart, F.c.a., a1948; Radley, Smith & 

Co, Devonshire House, Great Charles Street, Birming- 


ham, 3. - 
Tidman, George Walter, Е.С.А., 21949; 36 Cobble Carr, 
Guisborough, Yorks. . i 
Trenchard, Brian Morris, В.А., A.C.A., 251957; Ross, Jones 
& Co, 166 Newport Road, Cardiff, and at Swansea. 


"Turley, Raymond Cornelius, A.C.A., a1961; Angus Scott & 


Co, о Basinghall Street, Guildhall, London ЕС2. 
Turner, Donald Ernest, A.C.A., а1961; 4 Nevis Close, North 
Romford, Essex. 2 
Wade, Robert Ludley, A.C.A., 21959; Charles Hamer & Co, 
107 Grange Road, Middlesbrough, at the Stokesley. 
Whitley, William, F.C.4., 051931; Squiers & Co, Kings 
Court, 115 Colmore Row, Birmingham 3. 
Wyatt, Jack, F.C.A., a1948; M. Spencer ЕП & Co, 8x Bell 


Street, Henley-cn-Thames, Oxon. 


` Admission to Membership under the . 
Scheme of Integration 


'The Council acceded to one application for admission 
to membership of the Institute urider clause 4 of the 
scheme of integration referred to in clause 34 of the ` 
supplemental Royal Charter. One application under 
clause 5 was refused. 


Re-admission to Membership 


It was reported to the Council that the following 

re-admission, made at the Council meeting on January 

3rd, 1962, subject to payment of the amount required, 

had become effective. · 

Mitchell, David Campbell, r.c.4., 28 Ridgeway North, 
Highlands, Southern Rhodesia. : 


Change of Name 


'The Secretary reported that the following changes of ' 
name have been made in the Institute's records: 


Venkatachellam Vaidyanathan to Vaidya Nathan Chellam. 
Michael David Weisburg to Michael. David Whitehill. 


Resignations 


The Council accepted the resignations from member- 
ship of the Institute of: 


Andrews, Leslie Graham, Е.5.А.А., Monkstown, Co. Dublin. 
Blake, Claude Stanley, F.c.a., Somerton, Somerset. 

Clegg, Ernest Bosomworth, F.s.A.A., Saltdean, Brighton. 
Daroowalla, Nadirshah Ardeshir, Е.5.А.А., Bombay. 

Davies, Eric, F.s.A.a., King’s Norton, Birmingham. 
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Gibson, John Ridley, F.c.A., London. 

Hannam, Herbert Lovel, Е.С.А., Exmouth. 

Harrap, Ernest Charles, F.c.4., Eastbourne. 

James, John Henry Lewis, B.A., Е.С.А., London. 
Мтлоп, John Charles, F.c.A., Bournemouth. 

Nadin, Neville Radford, Е.С.А., Derby. 

Rawkins, Edward George, F.C. A., West Worthing. 
Reynolds, James Heydon, A.C.A., Crewe. 

Ridley, Arthur Bertram, F.3.4.4., Reading, 

Robinson, William Heaton, F.c.a., Colne, Lancs. 
Rosset, Gino Oliver, F.C.A., Staines, Middlesex. 
Shaw, Henry Cooper, r.c.A., Liverpool. 

Sterling, James Charles, r.s.4.4., Bournemouth. 
спе, Donald Cuthbert, r.s.A.A., Iver, Bucks. 
Thornton, William Standcliffe, F.c.a., Elland Yorks. 
Vivian, Norman Kingsley, F.c.a., Chipstead, Surrey. 
Weddell, Ernest Henry, r.c.a., Long Eaton, Derbysh ге. 


Deaths of Members 


The Council received with regret the Secre-ary’s 
report of the deaths of the following members: 


Mr William Campbell Allen, r.c.a., Newcastle upon Tyne. 
Harold Appleyard, F.c.a., York. 

» James Alfred Atkinson, F.c.a., Manchester. 

» Raymond Frank Charles Baker, F.c.a., London. 

» Richard Thorpe Bartley, F.c.a., London. 

» Arthur John Birch, F.c.4., London. 

„ Herbert Blicq, F.s.a.a., Chichsster. 

» Charles Walter Bond, F.c.a., Solihull. 

» Нагоја Bowers, F.c.a., Cheadle. 

William Harold Brandon, F.C.A., Omagh, 

Sir Harry Harrison Burn, K.B.E., F. c. A., Haslemere 
Mr Frederick William Burton, F.C. А., Wimborne. 

» John Duncan Ritchie- Cheetham, F.C.A., Liverpool, 

» Edmund Trafford Chesworth, F.c.a., Manches- er. 

» Alfred Edward Cossins, F.c.A., York. 

» Alfred Farley Cosson, F.c.A., London- 

» John Norris Davie, F.c.a., London. 

3, Charles Malcolm Davies, F.c.a., Birkenliead. 

» Roy Terence Francis Daykin, F.c.A., London. 

» Wilfred George Dray, F.c.A., Brighton. 


. 


ТНЕ 
ACCOUNTANT 


199 


Mr Arthur Derek Hafiz Dodson, М.А., 
borough. 
» Frank England, F.c.a., Hove. 
» Thomas Arnold Evans, F.C.A., Mountain Ash, Glam. 
»' William Norman Gibson, F.C. "Any Leeds. 
» Maurice Bernard Hancock, РСА. Birmingham. 
» Charles Bernard Henning, F.c.a., London. 
» Joseph Henry Hill, r.c.4., Plymouth. 
» Frank Leonard Hirst, ¢.3.£., F.C.A., Hove. 
» Albert Edward Hook, F.c.a., Ryde. 
» Stanley Whitaker Horne, Е.С. A., Newcastle, Staffs. 
» William Norman Hoyte, Е.С,А., "Exeter. 
» Ellis Leslie Jones, Е.С.А., Chester. 
» John Lacy, F.c.A., Stockport. 
» Thomas Latham, Р.С.А., Wigan. 
» Victor George Майе, F.s.a.a., London. 
, Ernest Thrale Martin, F.c.a., Newcastle upon Tyne. 
» Gilbert Mathison, F.c.a., London. 
» John Francis Mullen, F.c.a., Liverpool. 
» Gilbert Paul Norton, C.B.E., D.S.0., T.D, M.A., D.L., 
F.C.A., Wetheral. 
» Harold Charles Paice, F.c.4., Ndola, N. Rhodesia. 
» Ronald Guy Penny, х.с.А., London. 
» John William Pickles, F.c.a., Selby. 
» Thomas Edward Preece, F.c.a., Stanstead, Suffolk. 
» Leonard Charles Prynn, F.c.a., Birmingham. 
» Wilfrid Rhymer, F.c.a., Sunderland. 
» Leslie Scott, F.C.A., Hastings. 
» William David Scott, M.A., F.C.A., London. 
» lan Frederick Shearer, A.C.A., Beaconsfield. 
» Vernon Archdale Smith, F.c.a., Calcutta. 
» Upendra Nath Sur, ғ.5.А.А., Calcutta. 
. „ Ormerod Taylor, F.C.A., York. 
` > John Vincent Underwood, F.c.a., Hale, Cheshire. 
. » Henry William Allen Waring, C.M.G., F.C.A., London. 
» Philip Harold Whitcombe, F.C.A., Birchington. 
» Maurice Evan White, О.В.Е., Е.С.А., London. 
» Thomas Whyman, Е.С.А., Manchester. 
» Arthur Horsford Williams, F.c.a., Wiveliscombe. 
» James Arthur Wilson, Е.С.А., Rio de Janiero. 
» Herbert Ison Wonfor, С.В.Е., F.C.A., London. 
» Cyril McKerron Young, M.B.E., F.C.A., London. 


Е.С.А., Crow- 


<` FINDING AND DECISIÓN GF THE DISCIPLINARY COMMITTEE 


Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended tc the supplemental Royal Charter of December 2151, 1948, 
at a hearing Feld on December 1411, 1961. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that an Asso- 
ciate of the Institute, practising with two other persons 
as a firm of accountants, had been guilty of an act or 
default discreditable to a member of the Institute 
within the meaning of clause 21, sub-clause (3) >f the 
supplemental Royal Charter in that the firm com- 
menced to act as professional accountants to z lady 


without first communicating with her then professional 

-accountant, so as to render himself liable to exclusion 
or suspension from membership of the Institute. The 
Committee found that the formal complaint had been 
proved and the Committee ordered that the member 
be reprimanded but considered that there existed 
special circumstances justifying the omission of his 
name from the publication of the Finding and 
Decision. 


FINDING AND DECISICN OF THE APPEAL COMMITTEE 


Finding and Decision of the Appeal Committee of the Council of the Institute appointed pursuant to 


bye-law 108 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 


hearing he'd on January roth, 1962. 


A formal complaint was preferred by the Investiation 
Committee of the Council of the Institute то the 
Disciplinary Committee of the Council that Adrian 
Jacobs, А.С.А., was adjudicated bankrupt on November 
29th, 1960, so as to render himself liable to exclusion 
or suspension from membership of the Institute. The 
Appeal Committee affirmed the Finding of the Discip- 


linary Committee that the formal complaint against 
Adrian Jacobs, A.c.a., had been proved and the Appeal 
Committee affirmed the Decision of the Disciplinary 
Committee that Adrian Jacobs, А.С.А., of 21-22 
Grosvenor Street, Mayfair, London W1, be excluded 
from membership of the Institute. 
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MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


The Anatomy of Work: the implications of specialization; 
by G. Friedman: translated by W. Rawson. 1961. 
(Heinemann, 255.) . 

Auditing Automatic Data Processing . . .; by А. B. Frielink. 
Amsterdam. 1967. (Elsevier Publishing Co, 155.) 

Australian Tax Planning with precedents; by P. R. Adams 
and B. J. McMahon. Sydney. 1961. (Butterworths, 655.) 

Business Consortia; by A. H. Boulton. 1961. (Sweet & 
Maxwell, 30s.) 

Buying and Selling a House; by M. B. Evans: third edition. 
1961. (Stevens, 155.) 

Caer Rhun Hall Manual; Part I: Consolidated Accounts; 


by V. R. Anderson. Conway, Caernarvonshire. 1961. 
[Loose-leaf.] (У. R. Anderson, zos.) 
The Convention between the United Kingdom . . . and the 


Italian Republic for the Avoidance of Double 'T'axation; 
by F. E. Koch and V. Uckmar. 1961. (International 
Bureau of Fiscal Documentation, presented by F. E. 
Koch.) 

Cost Accounting: analysis and control; by G. Shillinglaw. 
Homewood, Illinois. 1661. (Irwin, 645.) 

Elements of Taxation; by В. G. Williams, F.c.a.: eighth 
edition. 1962. (Donnington Press, 17s 6d.) 

The Examination of Witnesses in Court; by Sir F. J. 
Wrottesley; third editicn. 1961. (Sweet & Maxwell, 205.) 

Green’s Death Duties; by G. M. Green: fourth edition, by 
C. D. Harding. 1958. Fourth supplement. 1961. (Butter- 
worth, 12s 6d.) 

A Guide to the Maintenance and Control of Regimental 
Funds; by W. B. Wilton. Aldershot. 1961. (Gale & 
Polden, то; 6d.) 

How to Borrow Money; by L. J. Benjamin and J. Atholl. 
1961. (Museum Press, 155.) 

Industrial Diagnosis; by К. Pennycuick. 1961. (E.U.P., 215.) 


Notes and Notices 


PROFESSIONAL NOTES 


Messrs McCrreLLAND, Moores & Co, Chartered 
Accountants, Glasgow, announce the formation of a 
joint partnership with Messrs ArTHUR YOUNG & 
Company, Certified Public Accountants, of the United 
States of " America, to carry on practice in Scotland 
under the пате of Автнов YouNG & СОМРАМУ. 'The 
partners in the joint firm are Sir Ian Botton, Bt, 
Messrs S. E. HousrouN, Joun Юоміор, W. А. 
Brown and H. M. Гезле, of Glasgow, and Messrs 
Tuomas С. HIGGINS, JOHN J. DEERING, RALPH E. KENT, 
J. HAROLD Stewart and Тномаз D. FLYNN, of New 
York. The existing practice of Messrs McCLELLAND, 
Moonzs & Co, will continue as heretofore. 

Messrs MzaLLoms, Вазрем & MELtors, Chartered 
Accountants, of Nottingham and Manchester, announce 
that their senior partner, Mr FRANK PRAGNELL, M.C., 
Е.С.А., who has served for fifty-five years with the firm 
and has been a partner for more than forty-seven years, 
will in future take a less active part in the practice. He 
will, however, be available on matters with which he 
has recently been associated. 

Mr S. Автнов Morris, Chartered Accountant, of 
Vallis Building, Hamilton, Bermuda, announces that 


En Liden Tractat indeholdende grunden aff der Iteliansche 

Bogholderie . . .; by Petraeo Bartholomeo. Copenhagen. 
1673. (Presented by Föreningen af Statssutoriserede 

Revisorer.) [Facsimile reproduction.] 

Management Uses of Accounting: planning and control for 
profits; by R. F. Lewis. New York. 1961. (Harper, 275.) 

Office Equipment News Standard Reference and Dara Book: 
(edited by R. Capes and R. Norris.) 1961. (Business 
Publications, 425.) 

Office Staff Practices 1961. (Institute of Office Manage- 
ment.) 1961. (I. of O.M., sos.) 

*Principles of Accounting; by S. W. Rowland, Е.С.А.: 
seventh edition by R. E. Seaborne, F.C.A. 1961. (Donning- 
ton Press, 27s 6d.) 


“The Principles of Executorship Accounts; by H. А. R. J. 


Wilson, Е.С.А., and K. S. Carmichael, A.C.4.: fourth 
edition. 1959. Second supplement [1961.] (H.F.L., 
presented, rss) ` 

'The Problem of Selling and Distributing Cost Accounting. 
оа of Cost and Works Accountants): third edition. 


Quay Control in the Office; by P. N. Wallis, Е.С.А. 1961. 
second edition. Cape Town. 1961. (Juta, 1758.) 
The Trustee Investment Act, 1961; by M. M. Wells: with 


(Current Affairs, presented by the author, 30s. )s 
Silke on South African Income Tax . . ; by А. 5. Silke: 
The Tax Man Cometh; by J. R. Brummell. 1961. (One 
World Books, 155.) 
accountancy examples by A. W. Nelson. 1961. (Butter- 
worths, 125 6d.) 





* This book has been presented to all District Society 
Libraries under the grant of books scheme. 


he has: succeeded to the practice of Messrs F. W. 
WiLLIAMS & Co, Accountants and Auditors, of Utility 
House, Hamilton, Bermuda, and that he will hence- 
forth practise at the latter address. 


Messrs Morris, SNELLING, Martin & Co, of 
Hamilton, Bermuda, announce that their address has 
been changed to Utility House, Hamilton, Bermuda: 


Appointments 


Mr J. B. Worley, B.A., Е.С.А., has been ‘appointed a 
director of the Planet Building Society. 


Mr G. В. Holt, r.c.4., has been appointed managing 
director of the Royal 'Trust Company of Canada. 


Mr К, А. E. Moore, F.c.A., and Mr A. P. Rivers, 
Е.С.А., have joined the board of Ranks Hovis Mc- 
Dougall Ltd, following the merger of Ranks and Hovis- 
McDougall. Mr Moore has been appointed deputy 
chairman. 


Mr C. H. Jackson, F.c.a., chairman and joint man- 
aging director of Telephone Manufacturing Co Ltd, 
has been appointed a director and chairman of Faraday 
Electronics Ltd. 
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Mr Henry G. Penniket, F.c.a., has been appointed 
deputy chief financial officer of the Central Electricity 
Generating Board. 


Ф ` Mr Harold Evans, r.c.4., has been co-opted tc the 
` board of Hide & Co Ltd. 


Mr Nigel J. Bennett, р.ғ.с., F.C.A., has been ар- 
pointed managing: director of 'l'ecalemit Ltd as from 
August 151, next. 


Mr G. A. Gardner, B.SC.(ECON.), F.C.A., a director of 
Venesta Ltd, has been appointed managing director of 
Universal Metal Products Ltd, and of Venesta Metal 
Containers Ltd, from March rst. 


Mr L. M. Т. Castle, F.C.A.,, has been appointed 
deputy chairman of Stanton Ironworks Co Ltd. 


Mr C. S. Е. Ное, .ғ.с.А., has become chairmen of 
Welch, Margetson & Co Ltd. 


Mr J. F. Nash, F.c.a., has been appointed a director 
of Hoods Ltd. | 


~ . Mr Charles L. Turnbull, О.В.Е., F.C.A., has seen 
appointed a director of Grants of St James’s Ltd. 


Mr R. Н. Hill, r.c.4., has been appointed secretary 
of British Insulated Callender's Construction Co Ltd. 


Мт G. E. Castell, a.c.a., has been appointed secretary 
accountant of Gent & Co Ltd. ` 


Mr W. Blackie, C.A., C.P.A., has become pres:dent 
of Caterpillar 'Tractor Co. 


Mr J. A. R. Macphail, c.a., has been appointed to 
the board of The Highland Distilleries Co Ltd, as 
from February 156, 1962, on his resignation from 
the board of Arthur Bell & Sons Ltd, and its sub- 
sidiaries. N 

Mr J. M. Goodwin, С.А., has been appo:nted 
secretary to The Highland Distilleries Co Ltd, as from 
Jaruary 3rd, r962. 

Mr D. М. Dow, C.A., A.C.W.A., has been арро піеі 
financial controller o£ the Kenwood Group of -om- 
panies and Mr Ian Т. Morrow, C.A., F.C.W.A., has been 
appointed a director and deputy chairman of Kenwood 
Menufacturing Co Ltd. 


Mr E. С. Long-Innes, О.В.Е., F.S.A.A., has been 
E rope a director of Pretoria Portland Cement 
o Ltd. . 


^ 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Taxation and Research Committee 


The rroth meeting of the Taxation and Res2arch 
Committee was held at the Institute ол Thursday, 
February 8th, 1962, at 2 p.m. у 


Present: Mr J. Cartner (in the chair); Messrs Е. W. 
Allaway, С. В. Appleyard, G. L. Aspell, T.D., 7. Т. 
_ Barraclough, В. D. В. Bateman, M.B.E., C. J. M. Bennett, 
XR. P. Brown, K. A. Buxton, W. R. Carter, L. H. Clark, 
5. M. Duncan, N. Cassleton Elliott, E. 5. Foden, C. R. P. 
Goodwin, A. P. Hughes, G. N. Hunter, H. Kirton, T.D., 
S. Kitchen, J. W. Margetts, А. С. Martin, S. A. Middleton, 
G. P. Мограп-Јопез, E. J. Newman, R. D. Pearce, J. 
Perfect, Т. B. Pritchard, А. H. Proud, C. Romer-Lee, E. С. 
Sayers, H. С. Sergeant, Н. C. Shaw, W. Shuttlevorth, 
H. Eden Smith, D. E. Т. Тапћеја, C. C. Taylor, А. G. 
Thomas, L. R. Turner, D. С. Urry, and G. H. Yarnell, with 
Mr М. B. Hart and the Assistant Secretaries to the Com- 
mittee, 
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The late Mr L. 7. H. Noyes 


‘It was reported that £90 subscribed by members had 


been donated on behalf of the Taxation and Research 
Committee to the Imperial Cancer Research Fund in 
tribute to the memory of the late Mr L. J. H. Noyes, 
Secretary to the Committee from 1954 to 1961. 


Sub-committees 
Reports of progress were received from fifteen sub- 
committees, and the Vice-Chairman reported regarding 
a meeting of the Planning Sub-committee with repre- 
sentatives of the regional taxation and research com- 
mittees, Í 
Future Meetings 
The 120th meeting of the committee will be held on 
Thursday, April rath, 1962, and the following dates 
have been provisionally fixed for further meetings in 
1962: . . 
Thursday, June r4th, 1962. 
и September 13th, 1962. 
35 October 11th, 1962. 
53 December 13th, 1962. 


INSTITUTE BANQUET IN GUILDHALL 


We have been asked to remind members of The 
Institute of Chartered Accountants in England and 
Wales who are desirous of attending the banquet to be 
held in Guildhall on May 3rd — the evening of the 
annual meeting — that application cards should be 
returned to Moorgate Place not later than February 
28th. 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


President’s Luncheon 


The President of The Institute of Cost and Works 
Accountants, Mr F. M. W..Hird, Е.С.А., F.C.W.A., gave 
а luncheon party last Wednesday at the Grand Hotel, 
Sheffield. 'Those present were: 


Mr Gerard Young, J.P. (The Master Cutler; Pro-Chan- 
cellor of Sheffield Untversity); Councillor R. Viner (President 
of the Sheffield Cutler Manufacturers! Association Ltd); Mr 
Denis A. Senior, (President of the Sheffield Chamber of 
Commerce); Mr S. Carter, a.c.w.a.; Mr Richard Т. 
Doncaster (managing director, Daniel Doncaster & Sons 
Ltd); Mr D. E. Edmonds, F.c.w.a.; Mr Н. Pattison, 
F.C.W.A.; Mr W. D. Pugh (managing director, English 
Steel Corporation Ltd); Mr E. E. Vessey, F.C.A., A.C.W.A.; 
Colonel H. Wise, M.c. (director, Tennant Bros Ltd); Mr 
Derek du Pré (Secretary of the Institute). 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Luncheon Meeting 


Professor W. J. Fairbairn, c.a.(s.a.), Professor of 
Accounting and Auditing at the University of Natal, 
will be the guest speaker at a luncheon meeting of the 
London and District Society of Chartered Accountants 
to be held at the Connaught Rooms, Great Queen 
Street, London WC2, on Monday, February 26th, at 
12.30 for 1 p.m. 

Members may bring guests and ladies are invited. 
Tickets at 195 each are available from the secretary, 
Mr J. W. G. Cocke, T.D., М.А., Е.С.А., 2 Norfolk Street, 
London WC2. 
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NORTH LONDON DISCUSSION GROUP 


The next meeting of the North London Discussion 
Group of Chartered Accountants will take place at the 
Russell Hotel, Russell Square, London WCr, од 
Wednesday next, February 21st, at 6 [ог 6.30 p.m. The 
subject for discussion will be "T'he report of the Parker 
Committee on education and training’ and the leader 
will be Mr W. С. Densem, F.c.a. 

The honorary secretary of the group is Mr P. D. 
Knox, А.С.А., Somerset Cottage, Duxhurst, near 
Reigate, Surrey. Office telephone: Prospect 3499. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


© “The Mystery of the Three Clocks’ and ‘The Glass 
Eyes That See’ are the titles of films which will be 
shown at a meeting of the Fellowship at 6 p.m. on 
Wednesday next, February 2181, in the Oak Hall of 
the Institute, Moorgate Place, London EC2. 

The showing of the films will be followed by a 
business session for the annual general meeting of the 
Fellowship. All who are interested will be welcome. 


LEEDS AND BRADFORD STUDENTS’ 
RESIDENTIAL COURSE 


The eleventh annual residential course to be arranged 
by the Leeds, Bradford and District Society of 
Chartered Accountants in conjunction with the Leeds 
and the Bradford chartered accountant students’ 
associations, will be held during the periods March 
26th-29th (for Intermediate students) and April 
9th-i2th (for Final students) at Grantley Hall, near 
Ripon. | 

The courses will cover a wide variety of subjects 
within the Institute's syllabus and will also enable 
students to discuss their problems with lecturers and 
amongst themselves. The course secretary is Mr B. 
Hainsworth, c/o Messrs Blackburns, Robson, Coates & 
Co, Commerce House, Cheapside, Bradford r. Appli- 
cations to attend the course should be received no later 
than February 24th. 


*COMMUNICATION IN INDUSTRY' 


A half-day conference organized by the Willesden '& 
Hendon Productivity Association on the subject 
*Communication in industry! is to be held on February 
22nd commencing at 2.30 p.m. at Hendon Technical 
College, The Burroughs, Hendon, London NW4. The 
conference, which will be under the chairmanship of 
Sir John Paget, works director, Napier Aero Engines 
Ltd, has been arranged to show various ways and 
means by which channels of communication can be 
improved in order to increase efficiency in the day-to- 
day running of a business. Speakers will be Mr 
Andrew Moffat, head of training services, Industrial 
Welfare Society, and Mr T. E. Fassam, head of 


intelligence, central work study department, Imperial 


Chemical Industries. 

Further particulars may be obtained from Mr L. M. 
Fisher, Book Centre Ltd, North Circular Road, 
Neasden, London NW:o. 
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SEVENTY-FIVE YEARS AGO 
From Uhe Accountant or FEBRUARY 19TH, 1887 
A Weekly Note 


“You will note that our auditor’s report is 
thoroughly satisfactory as regards the position 
of the bank, and gratifying to the directors as 
such a report relieves the mind of a grave 
responsibility. The importance of an audit can- 
not be exaggerated, and if I may be allowed to 
make a suggestion derived from an intimate 
knowledge of accounts extending over a good 
number of years, it is that if more business firms 
were in the habit of having a yearly audit by 
competent and independent accountants some 
of them would be saved a great deal of anxiety 
and embarrassment caused by trading beyond 
the capacities of their capital." The foregoing 
extract is from the speech of the chairman (Dr. | 
Harrison) of the Bristol and West of England 
Bank, at the annual meeting of the bank held a 
few weeks ago. They are satisfactory remarks, 
because they are as we believe, true. Whatever 
newspaper writers, whose articles are written 

‚ for a public which after all does not understand 
the matter may say, accountants and the work 
of accountants is rising, slowly and surely, but 
surely if slowly in the estimation of practical 
men in all the walks of manufacture, commerce 
and finance. The quotation we have just given 
if in one sense it is gratifying has this serious 
import, that on accountants a great responsi- 
bility devolves, and will continue to devolve. 
'That is as it should be. The object of the mem- 
bers of the Institute should be to enlarge the 
area of their work, and not to shrink from the 
due and reasonable responsibility which is an 
essential concomitant of that enlargement. 














MANAGEMENT ACCOUNTING COURSES 


Two one-day courses on ‘Business forecasts and 
market research’ and ‘Better business decisicns’ are 
to be held in London on February 27th and March rst 
respectively, and will be repeated in Manchester on 
March 13th and 14th. 

The first course will include subjects dealing with 
the conditions and climate in which companies may 
expect to operate in the future, the use of internal 
statistics and the nature of factors to be taken into 
account in making a business forecast. The second 
course w'll examine the nature of business decisions, 
organization structure, and the development and 
growth of operational research. 

Further information regarding the courses is avail- 
able from Management Courses Ltd, 8 St George's , 
Terrace, London NW1. x 


INSTITUTE OF ACTUARIES 
New President Elected 
Mr K. A. Usherwood, M.A., F.IL.A., has been elected 
President of the Institute of Actuaries in succession to 
Mr J. H. Gunlake, С.В.Е., F.1.4., whose term of office 
will expire on June 18th, 1962. 
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Results of Examinations held in November 1961 
FINAL EXAMINATION 


Held on November 28th, 29th and 30th and December rst, 1961 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the W. E. Peat Medal and Prize, the William Quilter Prize, the О. C. Railton 
Prize for the year 1961 and the Plender Prizes for the papers on Auditing and English Law (Part II) 
Bates, William (F. S. Bentley), Nottingham 


Second Certificate of Merit, the Walter Knox Scholarship and the Plender Prize for the paper on English Law (Part I) 
Bowman, Jeffery Haverstock (M. R. Harris), London 


Third Certificate of Merit and the Charles M. Strachan Prize 
Davies, Anthony Warren (C. I. Steen), London 


Fourta Certificate of Merit 


Penney, Malcolm. Olaf (H. W. C. 


Airey), London 


Fifth Certificate of Merit.and the Plend*r Prize for the paper on Advanced Accounting (Part Г) 
Gordon, Davic John (R. Mallabar), London 


Fiftk Certificate of Merit 
Dornton, John Patrick (H. M. Hawthorne), London 


Seven-h Certificate of Merit 
White, Roger Joh: Graham (A. K. Fison), London 
Full List of Nam es of Successful Candidates 
(In alphabeticai order) 


(The name shown in brackets is the name of the principal to whom the clerk has been articled. Where the name of the principal is not given 
К the candidate ts a former bye-law candidate of "ће Society continuing his qualifying service not under articles.) 


Abdulla, I M H. (R. R. Nash), London 3 
Adams, 0. 5. (K. Duncan), Liverpool 
Aderemi, B. S. A. (S. J. Lambert), London 
Adeyemo, M. А. (У. W. Mortimer), London 
Agballah, H. O. P. (L. F. Terry), Brighton 


Aggarwal, J. C. (A. J. Hebblethwaite), London 
Ahmad, J. U SOS. M. Peat), London 

Aiyer, А. G., London 

Alexandre, K. Ј. (W. G. Allen), London 
Al-Hafidh, А. H. (W. Stanton), London 
Allatt, J. D. (С . P. Marsden), Halifax 


Allen, B. J. "ON. T. Tanser), Leicester 
Alsegaf, Н. (R. M. Patel), London 
Ambanpola, E. M. K. B. (A. Feldman), London 
Ambler, K. (D. Т. Veale), Leeds 
Anderson, J. V. R. (H. Т. Nicholson), London 
Andersoñ, W. R. MEE А. Sisson), Newcastle upon Тупе 
Aplin, E. C. (F. W yPartridge), Reading 
Appleyard, K. . (D. Lewis), London 
L. C. Coe), London 
I. G. (G. D. Shepherd), Carlisle 
. (K. Scott), London 
L. P Norman), London 

. Pugh), Newport, Mon 


Arbib, M. ( 


Atkins, D. Н. (C. . Brown), London 
Atkinson, H. J. (F. S. ; Bray), London 
Atkinson, M. R. (F. L. Moulding), Sheffield 


Atkinson, R. B. (E. S. Prince), London 
Atter, J. P. (J. Daykin), Nottingham 
Aucott, Т. H. (N. M. Askwith), London 


abe), Maidstone 
L. H. Andrews), Horsham 


Whipp), Manchester 


. McC: 
B.( 
, Bailey, B. C. (P. H Palmier), Nottingham 
Sti 
R. 
E. 


Bailey, R. (J. W. Stirrup), Preston 

Beird, D. M. (S. R. Lang), London 

Baitup, P. R. (J. E. L. Griffith), Maidenhead 
aker, G. S. (K. H. Gibbons); Bristol 

Ball, E. S. (F. L. Gower), Ipswich 

Balsdon, M. J. (J. B. Chilcott}, South Molton 


Bangor-Jones, . C. R. Fleming), Liverpool 


B. 

Bamford, D. M; (H. в. B. Vanstone), Manchester 
(N 

Bannister, B. (K. R. Stanley), Lancaster 


' Barnett, B. E. C 


Barber, I. M. E. McD. Hall), London 
. (J. A. Jackson), London 
Barraclough, K. (C. Luxton), Bradford 
Barratt, | B. (D. У. Flitney), London 
Barrett, J. (M. D. Booth), Newbury 
Baston” P. MES (T. F. Pashley), Макан upon Tyne 
Batch, `C. R. . (M. H. Cabourn-Smith), London 
*Bates, W. (F. y Bentley), Nottingham 
Batters, R. (A. J. Webster), Manchester 
Beardow, J. E. (С. R. Booth), Bradford 
Beattie, J. E London 
Beighton, P ‚ (L. W. H. Evans), Sheffield 
Belk, B. H . (L. S. Wrightson), Grimsby 
Belshaw, H. R. (C. G. May), London 
Ben-Nathan, M. J. (J. R. Powell), London 
Bennett, R. A. (N. H. Barnes), London 
. C. B. Gidley-Kitchen), London 
Berks, СЕ, (D. S. Stevens), London 


Berman, B. А. (R. С. Main), London 
Berringer, J. F. ( (F. W. Berringer), Bromley 
Berry, R. (5. С. Dowden), Bournemouth 


. L. R. 'Trounce), Manchester 
. B. (А. Clark), Derby 
Bicknell, C. G. (M. H. J. Thorne), London 
. T. (C. E. van Den Bergh), London 
Biggin, С . A. J. (J. S ` Hoole), Sheffield 
Blackburn, wi uM | 


Boardman, P. «Је (В. В 

Bobroff, А. H. (M. Nathan), London 
Bodicoat, А. C. (L. Freeman), Leicester 
Bolton, T. G. W. (D. A. Huggons), London 

Boothroyd, B. (C. Connelly), Huddersfield 
Boothroyd, M. R. (W. H. Thomas), Liverpool : 
Bose, S. T C. Allen), London 

Bouch, W. D. (J. F. Aitchison), London 

Boud, T. E. (A. J. Seal), Hounslow , 

*Bowman, J. H. (M. R. Harris), London 

Bown, Ј. А. (H. C. Day), Chesterfield 

Boyall, M. (H. Mareh, L ondon 

Braid, W. R. (J. S. L. Springbett), London 


* See also Certificate of Merit above. 
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Braithwaite, G. D. CES А. H. Baynes), Birmingham 
Brakell, J. R. (S. H. Cooper), Wallington 
Bresnark, L. (V. S. "Craig), London 

Brett, J . (W. E. Ellison), Leeds 
Bridge, `A. P. e Johnson), Liverpool 
Bridgehouse, E. (P. G. Livesey), "Ноа s 
Briggs, J. C. (H. Barnett), Mansfield 

Briston, R, J. (J. S. Paine), London 

Broadbent, A S. (R. F. George), London 
Broadhurst, 1. K. A. (R. S. Wilkinson), Stafford 
Brodie, M. H. (E. Noble), London 


Brown, K. R. (H. C. Mounsey), Liverpool 
Brown, R. D. (R. G. Bayley), Blackpool 
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Mascarenhas, P. А. Е. (C. F. Earnshaw), Nantwich Perkins, G. (P: R. N. Stewart), Nottingham 
Maslin, J. R. W. (G. W. Harrison), Wolverhampton Perry, 7. P. L. (W. Saxelby), London 


* See also Certificate of Merit above. 
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Peters, L. (M. H. Leighton), London 
Pickard, T. e (H. R. Tebb), Leeds 


Pinder, 3. (R. V. Garton), Huddersfield 
izzey, J. H. (J. S. H. Vine), London 

Potter, K. S. (S. Potter), Great Yarmouth 

Powis, P. . L. (R. Ni Smith), Maidstone 

Pratt, G. B. (J. C. Littlejohns), London 

Prescott, P. J. (М fiss), (C. W. Callow), Preston 

Price, C. H. Paco С. Meade), London 

Price, L. R. J. . Simpson), Cardiff 


J. D 
Eringle, E W. (H. Keate), Manchester 
i E W. Robson), London 
J. E. Truman), London 
Frusmann, D. F. (G. Hey), Manchester 
Eumphrey, J. R. @& R. M. Swinbank), Stockton 
Eybus, В, H. (С. Gildon), Middlesbrough 


Radford, R. J. М. (J. H. Wilson), London 

Bafe, N. B. (J. P. Stephens), London 

Raffray, A. R. G. (R. A. Masters), London 
Ваћтап, M. (G. Fox), London 

Rawstron, Pu . G Watson), Burnley 

Beading, M R. (H. B. Cookson), Birmingham 
Reaves, K. D. (F. H. Parkinson), Coventry 
Eedington, £ `W. (A. H. B. Wood), London 
Eeeder, P. Y. (Miss), (M. Fox), London 

Reid, J. L. (F. G. Nicholas), Stoke-on-Trent 
Reynolds,.M. $. (C. H. Croft), London 

Rhoades, n M. (J. Reynolds), Hull 

Richards, I . D. (C. H. King), London 
Richardson, C. M. (Miss), (G. E. M. Dodsworth), York 
Richardson, J. E. (R. F. E. Pelham), London 
Richardson, R. (В. А. Schanschieff), Northampton 
Bichmond, G. S. (D. O. Johnston), London 
Ricketts, E. S. (S. Brief), London 

Ridehalgh, D. E F. W. Lythgoe), Liverpool 


Roads, R. W. S. wW. `A. pe Bognor Regis 

Roberts, E. W. (А. D. Saward), London 

Roberts, W. H. (F. W. Doleman), Leicester 

Robinson, А. (W. F. Masters), London 

Robinson, А. J. (A. R. King-Farlow), London 

Robinson, М. A, (C. E. Garratt), Birmingham 

Robinson, P. M. W. (A. A. Moller), London 

Robson, А. (F. H. Duckett), Leeds 

Rockall, D. J., Northampton 

Roe, J. D. (L. B. Gardner), Dudley 

Rogers, D. M n . D. Green), London 

Rogers, P. C. Peat), London 

Rollins, T. EO „Р; Scowcroft), Liverpool 

Rose, G. W. . G. Webb), London ' 

Rowe-Ham, $ K. (H. B. Cookson), Birmingham 

Roxburgh, M. W. (K. D. Wickenden), Coventry 
G. H. Evans), London 

Ruffy, M. J. (L. H. F. Pinhorn), London 

Rugg, B B. (A. Bell), Newcastle upon Tyne 

Rule, А. (D. K. Gourlay), Liverpool 

Ruscoe, D. M. (P. G. Gadd), Colwyn Bay 

Rushforth D. A. (W. A. Rawlinson), Bradford 

Rushton, R S А. (W. А. Dodd), Manchester 


Russell, C, G. (H. p Milroy), Southend-on-Sea 
Russell, D. J. (А. B. Lucis), London 
Russell, M. J. (G. G. Rhodes), London 5 


Ryan, К. J. (K. А. Вихтоп), Nottingham 
Ryder, A. C. (S. W. Percival), London 


pang Ceri M. J. (D. J. Hedges), Banbury 
Sardana, V. М. (R. J. Holbrook), London 
Sargent, C. j. R. (M. C. Stothert), Bournemouth 
Saunders, K. H. À. R B. T. Castle), London 
Scarisbrick, D. T. (D. G. Turner), London 
Schreiber, C. (J. H. Schotness), London 
Scott Brown; R. C. (G. P. Stevens), London 
Sealey, J. M. (R. O. Garwood}, Birmingham 
Secker, A. (Н. Goodier), London 

Seed, J. K. (W. F. Palmour), Preston 
Semark, R. E. (D. L. Forbes), London 
Sercombe, J. (А. Seddon), Derby 

Shaw, P. W. (E. M. Butterworth), Derby 
Shepherd, J. K. (G. B. Mairs), Nottingham: 
Sherring, P. J., London 

Shiatis, M. A. (C. E. B. Young), London 
Shulman, N. L. (Е. A. Charles), London 
Silver, R. J. (F. N. Gollop), London 


- Spratley, D. J. (J. О 
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Simmonds, А. M. T. (S. Brief), London 
Simpkin, D. A. (K. V. Moss), Loughborough 
Simpson, А. R. (T. M. Carmichael), London 
Simpson, Т. C. F. (L. Parker), London 
Sinclair, A. (P. Sober), London 

Sircar, K. (N. N. Pampel), London 

Sitaram, G. (R. A. Masters), London 
Sitaram) N. (B. Manners), London 

Skan, T. (J. A. Baker), Bournemouth 
Skeet, D. C. (F. L. Woolley), Southampton 


Slomovic, C. (M. Bier), London 

Smith, G. A. P. (A. Birch), London 

Smith, J. A. (G. P. Shepherd), London 

Smith, J. E. (K. 5. Holman), London 

Smith, J. V. (L. A. Pardey), Wigan 

Smith, M. J., London 

Smith, P. H. (C. J. C. Tildesley), Wolverhampton 
Smith, R. J. (J. C. Smethers), London 

Smith, RI dg H. Hill), Рош 


ва К. (J. N. Struthers), Manchester 
Soloman, Е. 5. С. ‚ B. Jones), Swansea 
Spier, Е. F. J. (P. R. . Dallow), Birmingham 

. Attlee), Dorking 

Sprunt, E. (E. R. Nicholson), London 

Stables, J. C. (Miss), (V. A. S. Goddard), London 
Stainton, I. L. (J. C. Boyce), Bradford 

Stanton, L. H. (L. R. Elcombe), London 
Steggall, B. O. T. (K. R. Cork), London 
Stephenson, P., Hull 


Stott, D. d 
Stout, C. . R. Slaney), Worksop 

- J. F. Tyson), Morecambe 

D. G. Richards), London 

. F. (D. Lewis), London 
Sullinge, R. a E. C. B. Price), Stroud 
Sullivan, T. F. (E. L. Phillips), London 
Sultan, S. M. I. (P. D. Levinson), Manchester 
Summerfield, R. T. (L. V. Slater), Cambridge 
Summers, R. M. (M. Escow), London 
Sutcliffe, M. (E. C. Smith), Halifax 

Sutton, K. (D. T. Veale), Leeds 

Swarc, А. (J. Civval), London 


Tait, J. D. LH. C. M. Williams), Swansea 


em 
>; 
ве: о 


ame, J. T. (F. P. Wilson), Manchester 
"Tate, M Ue C. McDonald), Surbiton 
"Taylor, B E. (Miss), s C. Sagar), Leeds 
Taylor, C. G. (E. ), London 


Taylor, D. (J. R. H. Godkin), Loughborough 
Temple, A. D. IE У. G. Allcoat), Wisbech 
Tetley, B. (J. W. G. Mitchell), Bradford 
'Thom, D. (W. A. Clubb), Cardiff 

Thomas, D. A. (A. Rouse), Manchester 

Thomas, R. A. (W. i Chapman), London 
Thornber, А. F. (D. C. Smith), Burnley 

Tickler, N. D. W. (K. P. Helm), Hull 

Toll, J. E. (H. P. Green), London 

‘Torond, J. L. (C. J. Maples), London 

Torr, D. A. (R. Beevers), Walsall 

Treen, R. J. (P. ` W. Beale), Brighton 

Trethewey, L. L. A. (S. B. Benbow), Birmingham 
и E. C. T. UE C. Carey), Rewcastle upon Tyne 
Tribe, R. J. (J. D. George), London 


SUE D. G. AE B. Ham), Bristol 
Tucker, D . A. 7. Birkett), Bristol 
Tucker, D C. W. Wildy), London 


Ee 
Tucker, F. ^j. (W. F. Curtis). Exeter 
I. G. (E. au Price), London 


Todi D. K. (J. H. Turnbull), Leeds 
Turner, D. D. (J. F. Parrott), London 
Turner, D. T. (W. E. Beddington), Derby 
Turner, E. M. (D Жр Martin), London 


Turner, J. C. (S. H. Sharp), London 
'Turner, P. V. (K. G. M. Harding), Liverpool 
Twigg, T. J. (E. Е. Boyles), London 


Usher, S. (G. Goodall), York 
Valentine, J. H. (F. Schofield), Oldham 


* See also Certificate of Merit above. 
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Van Spall, O. А. (K. А. Jones), London 
Vaux, P. (W. Lambert), Keighley 

Vear, Н. А. J. (J. E. R. Vellacott), London 
Vijayaratnam, K. (M. Bennett), London 
Vithlani, A. K, (F. Yarwood), Horley 


WASA A. B. L: А. S. Soole), London 
Wain, J. A. (J. А. S. Allen), Paignton 
Wakefield, D. FA (C. T. Plant), Derby 


Walker, A. J. (G. L. Fox), London 

Walker, G us (F. S. Perryman), West Hartlepool 

Waller, C. L. (D. Garrett), London 

Walls, J. A. P. P. H. Jackson), London 

Warburton, 1. G. (formerly. with C. D. Britten, deceased), 
Manchester 


Ware, F. J. (L. W. Robson), London 
Warren, P. C. F. (W. E. Carnelley), London 
Warwick James, N. R. (H. W. Norman), London 
Waterfield, K. M. (W. H. Land), London 
Webb, G. T. (W. C. Jeffs), Leicester 
Webb, R. A. (E. R. Thompson), Manchester 
Wesson, М. В. (J. T. Patterson), London 
West, B. (T. O. Faulkner), Swindon 
West, M. G. (T. N. Booth), Bury 
Westcott, C. L. (D. E. Dancer), London 
Westcott, D. J. (F. ]. Smith), London 
weet J. S. (W. Hare), Blackburn 
B. J. (W. J. L. Clarke), London 
White, C. R. f H. P. Campbell), London 

W. R. H. Passmore), T'orquay 
А (А. K. Fison), London 
White, R. M. (J. F. Warren), London 
Whitehead, L. P (C. B. Hardcastle), Northwood 
Whittaker, M. J. (C. L. O'Callaghan), Nottingham 
Whittenbury, J. R. (W. B. Henderson), London 
Wee NO A. d. . Pickles), Selby 
Wignall, N. O. E J. Fogden), London 
Wild, J. D. (E. H. King), Birmingham 


813 Candidates passed . 
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Wilkinson, B. E. (F. Downing), Sheffield 

Wilkinson, E. (F. Binns), Huddersfield я 
Wilkinson, Н. В. (Sir William Carrington), London 
Wilkinson, J.R . (H. Wilkinson), Barnsley 

Wilkinson, R. 0. L. Wood), Burnley 

Willats, A. (S. J. Baker), London 

Williams, D . R. (S. R. Woodgett), Stoke-on-Trent 

Williams, b. J. (F. W. Guest), Birmingham 

Williams, 'T. D. (L. R. Binns), London 

Wilson, D. (B. a Hawkins), Liverpool 


Wilson, E. R. (A. E. wi Imoth), Preston 
Windas, S, R. H. (E. G. Chadwick), Hull 
Windows, J. B. (H. T. H. Sisson), Newcastle upon Tyne 


B. 
Winstanley, G. А. (J. Fairhurst), Wigan 
Wiseley, J. C. (J. C. знах Chelmsford 
Witherington, P. J.( i 
Woda, D. 1“ Е. Hope), L 


Wood, H. G. (C. H. W. Psal), London 
Wood, K. D. (B. Wood), Bradford 
Wood, M. A. (A. G. Arnfield), Manchester 


А. 
Wood, M. ]. (S. J. Chaytor), Liverpool 
H. (L. Irvine), London 
(J. L. Simpson), Bradford 
. (A. M. Hendry), London 
Wright, J. MacD. (C. A. Brisley), London . x 
Wright, J. R. T. q A v Knowles), Cleveleys 


Yates, R. B. (K. J. D'A. Mason), Birmingham 
Yelland, n А. (L. С. С. Dauncey), Worcester 
Young, M. Ae (R. d Cox), Nottingham 
Young, P. D. (S. H. C. Wade), Stafford 


"Zain, M. (B. J. Rainey), London 


Zanker, F. W. A. (I. P. Gill), Barnoldswick 


883 Candidates failed 


* See also Certificate of Merit above. 


INTERMEDIATE EXAMINATION 
Held on November 21st, 22nd and 23rd, 1961 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize and the Stephens Prize 
Maas, Robert William (F. C. Parslow), London 


Second Certificate of Merit and the Tom Walton Prize 


Collins, Christopher Douglas (J. P. 


. Grenside), London 


Third Certificate of Merit and the Flight-Lieutenant Dudley Hewitt, D.F.C., Prize (shared with one other) 
Bush, Frederick William (M. D. Carr), London ` 


Third Certificate of Merit and the Flight-Lieutenant Dudi 
Jayson, Raymond Victor (R. 


Hewitt, D.F.C., Prize (shared with one other) 
. Leach), London 


Fifth ed eared of Merit 


Blacklidge, David (J. E 


„ Spoors), Newcastle upon Tyne 


Sixth Certificate of Merit and the Plender Prize for the paper on Book-keeping and Accounts fs (Partnership) 
Bushell, John Hudson (S. J. D. Corsan), London 
Seventh Certificate of Merit 
Whitbread, Neville Anthony Leonard (R. Kettle), London 
Eighth Certificate of Merit, the Frederick Whinney Prize and the Plender Prize for the paper on Book-keeping and 
Accounts (Executorship) 
Hobbs, David Richardson (J. L. Wilson), Leeds 


Ninth Certificate of Merit 
Masidlover, Mark Dennis (J. Auerbach), London 


Ninth Certificate of Merit and the Plender Prize for the 


Snow, Kenneth Charles (| 


aper on Book-keeping and Accounts (Limited Companies) 
. M. Dowrick), Colchester 


Eleventh Certificate of Merit 
Walker, Janet May (T. K. Venter), Goole 


Twelfth Certificate of Merit 
Buxton, Ivor Robert (С. E. В. Thompson), Ipswich Й 


Thirteenth Certificate of Merit 
Haworth, Leslie William (G. a Gould), Birkenhead 


McNeil, Ian Malcolm James (J. G. 


. W. Cuthbert), London 


Morris, Jeremy Richard (J. K. Black), London 


Sixteenth Certificate of Merit 
Booth, Derek Malcolm (J. H. Wilkinson), Manchester 


Sykes, Keith Anthony Mallalieu (E. P. D. 


Taylor), Liverpool 
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Eight-enth Certificate of Merit 
Carter, Roger Michzel George (S. V. Turner), Manchester 


Ninetzenth Certificate of Merit 
Graham, William Reed (W. N. Kilgour), Carlisle 


Twentieth Certificate of Merit 
Evans, Roger Lewis (F. Pragnell), Nottingham 
Hoggarth, Alan (G. H. Pratt), Workington 


Twenty-second Certificate of Merit 
Phillips, John Minter (M. R. Harris), London 


Twentr-third Certificate of Merit 
` Guinness, Geoffrey Neil (H. G. P. Greenwood), London | 


Twenty-fourth Certificate of Merit 
Moberly, William James Dorward (W. R. avai -London 


Twent. 2- fifth Certificate of Meri 
Wrayford, Daniel Gilbert (F. Nankivell), Newton Abbot 


Twenty-sixth Certificate of Merit and the lender Prize for the paper on General Commercial Knowledge 
Freeman, Alan Henry (H. Tonge), Oxford 


Twent--sixth Certificate of Merit 
Bose, Sukkamoy (R, x Daniel), London 
Elsey, Keith Anthony Lambert (R. P. Spanton), Bury St Edmunds 
Mistry, Dara Rustomji (V. "c. Baker), London 
Walker, Keita Alan (А. C. Bright), Guildford 


Thirt~-first Certificate of Merit 
Chowdhury, Anuz Zaman (А. A. Cooper), London 
Thirty-second Certificate of Merit 
Davis, Roger William (J. B. Butterworth), Bridgwater 
Watson, Jeffery Paul (A. W. C. Lyddon), Plymouth 
Thirty fourth Certificate of Merit 
Baker, Robir. Dudley (J. P. Davey), Ipswich 
Kheraj, Nizarali Hussein Alarkhia (D. Jacobs), London 


Full List of Nemes of Successful Candidates 
(Ir alphabetical order) 
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(me name shown in brackets is the name of the principal tc whom the clerk has been articled. Where the: name of the principal is not given 


the candidate is a former bye-law candidate cf the Society continuing his qualifying service not under articles.) 


ome G. re Beatton), London I 
Adams, F. A UE W. Bradbury), Birmingham 
Afzal, M. (E. M . Beecham), London 
Ahmad, M. (R. j. Meek), London 
Aiken, P. E (H. Berridge), Hull 
Ainley, J. S. (E. Manby), London 
Ainsworth, R. C. (A. E. M. Harbottle), Bristol 
Aitchison, C. U. (F. J. Smith), London 
Aldred, Т. А. (R. W. Ewan), London 
Alera-Hankey, А. R. (J. W. Williams), London 
Ace I. R. (S. V. P. Cornwell), Bristol 
Ali, I. (D. Jacobs), London 

Allan, C. J. (A. Jolly), Hove 
Allen, F. R. (C. E. Neville), London 
Allen, J. P. (H. J. Bates), Derby 
Ambler, T. F. J. (F. B. Proctor), London 
Ames, С. B. (D. M. Parkes}, Bristol · 
Anderson, D. J. (A. E. B. Foxwell), Kettering 
Anderson, I. W. (W. Anderson), Liverpool 
ат Е. С. S. (К. W. C. Dunn), Birmingham 
Andrew, J. (W. B. Whipp), Manchester 
Andrews, E 5. (А. J. Cooke), London 
Armitage, C . E. M. (D. Armitage), Leeds 
R. S. (S. Hirst), Huddersfield 
Arnold, L. R (C. Goss), London 

- (J. C. Fields), Doncaster 
Ashraf, M. (H. H. Brodie), London 

G. (W. E. Emms), London 
Ashton, J. N. (J. K. Ashtor), Chorley 

. P. C, (R. A. Folland), Birmingham 
Atkins, P . (J. S. о, Birmingham . 
. С. ae Ј; Garland), Birmingham 


Ainso V. (N. R. Mon ke ndon ` 
Ayton, R. H. D. (G. H. Yarnell), Brighton 


Bagnall, D. L. (F. N. Griffith), Kendal 

Bagnall, J. L. (K. C. R. Trafford), Oxford 

Bailes, А. G. (R. W. Thoburn), Newcastle upon Tyne 

Bailey, T. F. (B. Lister), Doncaster 

Bailey, M . J. (D. H. Burton), Wolverhampton 
aker, A. R. (M. H. C. Smith), London 


Baker, B. A. (H. S. Gill), Weymouth 
Baker, С, (C. E. Corney}, Birmingham 
Baker, J. S. (J. D. Ayrton), Halifax 7 
Baker, P. №. (Н. А. Snell), Bristol 
* Baker, R. D. (J. P. Davey), Ipswich 
Bakrania, R. K. B. E: Mitchell), London 
Baldacchino, C. V. L. (H. G. Pulsford), Poole 
Parus B. (F. M. Kellett), Newcastle upon Тупе 
BanEs, D. (H. V. Bamford), Bradford | 


Banks, G. . А. J. (H. O. Johnson), Bath 
Barker, A. D. (B. R. Cahill), Leeds 

Barling, P G. B. (R. Fawcett), London 
Barlow, C. H. (D. С. Burling), London 
Barlow, M. E. (Miss), (P. G. Grant), Sleaford 
Barnett, A. (C. W. McCormack), London 


Barraclough, K. C. (G. A. Bell), Manchester 
Barrett, F. X. (V. F. Berry), London 
Barrett, Т. (H. Myers), Newcastle upon Tyne 
Basir, À. M. B. M. (R. M. Backhouse), London 
Basten, L. T. A. (P. S. "T'answell), Twickenham 
Bates, Е. А. (Sir Thomas Robson), London 
Bates, R. A. (С. М. Smellie), London 
Baugh, P. А. (С. E. Van Den Bergh), London 
Bays, J. N. (G. Carew-Jones), London 
Bedford, A. (A. Shackleton), Bradford 
Bedworth, УУ. D. (J. H. Moore), Barnstaple 
Beedles, J. dq . French), Liverpool 
Beeley, P. M. ` (H. Barnett), Mansfield 
Beenham, C. G. J. K. Macrae), ] London 
Bees, T. a (G. F. Ansell), London 
Behnam, S. (J. F. Shearer), London 
Bell, R. W. (J. A. Nicholson), London 
Bellwood, L N. (Sir Harold Howitt), London 
Belton, F. E. (D. B. D'Eath), London 
. Bennett, G. F. (J. B. Ellis), Buxton 
Bennett, L. P. H. (T.] J. L. Milner), London 
Bennett, R. T. H. (Ј. А. Jones), London 
Beaverton, J. D. (H. R. C. White), Folkestone 
Bhana, 1. O. (1. Bellman), London 
Bhattacharya, S. (J. R. N. Travis), Manchester 
M. (B. Nagley),. Liverpool 
Blackburn, D. (C. г" Hughes), Walsall 
*Blacklidge, D. (J. E. Spoors), Newcastle upon Tyne 


* See aeo Certificate of Merit above. 
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Blackwell, D. М. (С. D. Cucksey), London 
Blair, Е. G. (J. M. Hanmer), Liverpool 
Blanchard, P. V. (P. W. Lane), Enfield 
Blennerhassett, S. M. (F. R. Stray), London 
Bloomstein, А. (J. Altman), London 

Boas, J. R. S. (M. R. Hartie), London 
Boddy, J. (D. M. Jones), H 

Boden, C. W. (W. S. Green), Stokes on-Trent 
Bogush, A. H. (В. Сазеу), Топдоп 

Bolton, A. M. (R. H. More), London 

Bolton, D. E. (H. C. Mounsey), Liverpool 

* Booth, D. M. (J. н. Wilkinson), Manchester 
Bordoley, M. les N. Goodman), London 
*Bose, S. (R. A. Daniel), London 

Boulton, M. E E . H. Kershaw), Sheffield 
Bowerman, D. W. (T. S. Milburn), North Shields 
Bowers, J. А. T. (N. R. Mann), London 
Bown, N. N. (A. S. Watson), Southampton 
Boyd, A. (J. Barrett), Leeds 

Boyd Martin, T. R. E. (G. W. D. Bennett), Birningham 
Boyde, G. C. (A. n. Douglas 

Bradford, T. C. (W. G. J. Sales), London 
Bradley, AL (W. G. Sporle), Manchester 
Bradley, J. N. (J. F. Kinnersley), Bristol 
Bradley, R, (J. T. Hibbs), Lincoln 

Bradshaw, J. R, (D. A. Boothman), Manchester 
Bramwell, C. (J. W. Berriman), Middlesbrough 
Brenchley, W. R. (H. M. Withers), Hastings 
Brickell, C. W. (W. J. Wadley), Malvern 
Brighouse, D. W. (J. Fairhurst), Wigan 
Brilliant, V. E. (D. S. Morpeth), London 
Brindley, P. H. (D. H. Salmon), Coventry 
Brinham, E. (L. V. Russell), London 
Broadbent, N. W. (D. Armitage), Leeds 
Bromley Davenport, W. A. (J. C. Burgess), Manchester 
Brooks, D. (G. E. Skaith), Grimsby 

Brown, А. 5. E. (C. Inkpen), Grimsby 

Brown, D. (E. Catherall), Chester 

Brown, P. (J. N. Bullivant), Manchester 
Вга R. J. (А. Е. В. Payne), Stroud 
Buck, I. D. G. (G. F. Pepper), Nottingham 
Buckley, W. H. q. M. Harrison), Liverpool 
Burge, O. А. (S. W. С. Sprunt), London 
Burge, R. A. (J. J. Webber), Minehead 
Burgin, t K. R. (D. V. Hinkley), London 
Burke, H. M. (D. Clayton), London 

Burles, V. (T. Ashton), Nottingham 

Burns, R. (G. R. Hargreaves}, Chester 
Burrows, R. K. (F. G. Ashton), Leicester 
Burton, C. P. (G. T. Edgington), Oxford 
Burton, J. E. (Miss), (R. H..Langdon-Davies), Reading 
Bury, D. G. (E. S. Jepson), Darwen 

Busby, C. R. (H. M. Sayers), I London 

*Bush, F. W. (M. D. Carr), London 

*Bushell, J. H. (S. J. D. Corsan), London 
Bushell, R. R. 5. (J. C. Lees), Birmingham 
Butcher, A. . E. W. H. (F. H. 'Turner), Lincoln 
Butler, P. W. J. (H. O. Barnsley), London 
putterworth, N. (D. N. Rosling), Huddersfield 
Buxton, I. R. (C. E. B. Thompson), Ipswich 
Buxton, W. D. (J. S. Ellison), Liverpool 


Cade, R. J. (W. R. Pugsley), London 
Calverley, D. M. (F. W. English), London 
Carey, C. de L. (E. Т. Thurlow), Guildford 
- Carline, R. (R. L. Patchett), Scunthorpe 
Carling, C. W. (F. G. Rollason), London 
Carlyle, N | "M (À. V. ар. Bradford 
M. C. (J. Page), Norwich 
«Сат, R G. (S. V ` Turner), Manchester 
М Е. Ј. (А. 8. 'Towler), Leigh ° 
Catt, C. R. (R. Fawcett), London 
Catto, A. W. G. (J. T. Corbett), London 
Caul&eld, E. C. (D. J. Latham), Leigh 
Cave, C. F. (W. E. Moore), Sheffield 
Cave, R. J. (J. M. Keeping), Dorchester 
. Š. N. (A. A. Nyfield), London 

Ckang, T. G. (H. C. Medlam), London 

A. E. H. Bénard), London 
Chapman, B. M. (Miss), (H. F. Ware), London 
Chaudhry, Z.-U.-H. (P. E. Bower), Manchester 
Cheetham, B. (G. M. Bickerton), Manchester 
Chhabra, K. C. (S. Winograd), London 
Chisnall, D. C. (J. M. Harrison), Liverpool 
Chow, S. H. (G. M. Maurice), London 


*Chowdhury, А 7. (А. А. Cooper), London 
Chowdhury, С. О. (C. M. Luck-Hille), London 
Christopher, R. G. (D. H. Kirk), London 


` Clark, À. F. B. (C. G. Johnston), London 


Clark, A. G. (J. K. Patrick), Sheffield 
C E. S. 


lark, A. J. (А. H. Walter), Leicester 
Clark, G. D. (H. W. Bramley), London 
Clark, R. N. E. (K. A. Buxton), Nottingham 
Clarke, B. (А. 


K. Walton), Bradford 
А. F. Sergeant), Leeds 


Claxton, B. T. (I. A. Wallace), Brighton 
Clayton, M. R. (L. A. Pollard), Bournemouth 
Clough, D. C. (J. Hacking), Lancaster 
Clucas, J. C. (A. J. Hack), Liverpool 
Coffin, C. J. (T. B. Blackburn), London 
Соће, A. О.-А. (K. Jackson), Harrow 
Coleman, D. A. (C. W. Allan), Bradford 
Colley, B. W. (A. A. Bradshaw), Cranleigh 
*Collins, с. D. (J. P. Grenside), London 
Collins, P. (R. W. Swinbank), Stockton-on-Tees 
Colliss, Ја р. ]. Baker), London 


(S. . 
Connor, N. (F. G. Rollason), London 
Cooling, M. B. (M. J. H. Morton), Grimsby 


Cooper, J. W. (D. Duckett), Leeds 

Cooper, R. (H: Bach), London 

Cope, J. (L. C. Bye}, Middlesbrough 

Corke, C. E. T. (P. C. Harrison), London 
Corry, S. D. (T. H. Latham), Wigan 

Costin, R. A. S..(F. J. B. Gardner), London 
Coulson, R. J. (J. P. Stephens), London 
Cousins, H. L. (L. H. Norman), London 
Cowe, P. (P. M. T. Jackson), Stockton-on-Tees 
Craig, D. ú (E. pui London 
Crawford, I. лу . Davies), Leeds 

Crawley, LA . A. (E. O. Frank), London 

Crofts, E 5 (M. B. Hewitt) Leeds 
Crompton, Р . J. (А. С. Lee), Brighton 
Cunningham, Р. А. (W. Е. Fordham), London 
Curran, A. (G. A. Shipton), Bristol 

Curry, W. М. (D. 7. Gulliford), Ryde 
Curwin, R. N. (C. C. Living), London 


Darvill, 5 M. (F; Barter), Southsea 

Davies, D . J. 8. Bromley), Southampton 
Davies, H. T. (W. T. R. Masterson), London 
Davies, J. G. M. (H. W. Thomas), Swansea 
Davies, M. R. (G. Возз), Cardiff 

Davis, C. P. (J. T. Corbett), London 

Davis, R. S. (V. Allison), Halifax 

*Davis, R. M (J. B. Butterworth), Bridgwater 
Dawson, J. D. (H. U. Clayton), Manchester 
Dearden, L. À. (E. Bentley), Dewsbury 

De Barros, M. А. R. (H. Jacobs), London 
Denny, B. d (T. A. Macfarlane), Liverpool 
Desai, S. K. (T. C. Middleton), Newcastle upon Tyne 
Dhir, "R. K. `Ú. Berks), London 

Dissanayake, B. K. D. (А. W. Toze), London 
Dissanayake, L. B. (L. J. Pratley), London 
Dixon, B. (L. Hodgkinson), Bradford 

Dixon, F. M. (E. J. Furniss}, London р 
Dixon, P. J. (Miss), G B. Élphic), Chester 


· Dodwell, J. D. (А. W. C. Lyddon), Plymouth 


Dorman, M. S. (Sir Harold Howitt), London 
Dowdy, R. S. (K. B. S. Crowhurst), London 
Doyle, P. E. (J. Perkins), Harrogate 

` Drake, E. E. H. (D. N. Walton), Manchester 
Duguid, N. N. S. € . Prusmann), Manchester 


ум: 


Duncan, A. Morris), Liverpool 
Dunscombe, R. J. (L. H. Andrews), Horsham 
Durie, A. J. (C. P. acd Middlesbrough 
Durtnall, А. R. (C. B. Sebire), London 

Dykes, J. B. (M. A. Coates), London 
Dymond, M. J. (M. А. Charlton), London 


Dyson, J. A. (P. Slater), Southport 


Eberstein, R. D. (M. H. C. Tarrant), London 
Edwards, E A. (J. D. R. Cheetham), Liverpool 
Egan, H. A. (W. Hesketh), Blackburn 

Egleston, P. G., Smethwick 

Ellen, G. E. (У. H. Wade), London 

Elliott, D A (A. P. L. James), Chepstow 
Elliott, K. M. (R. T. Walters), London 

Else, C. D. (6. F. Pepper), Nottingham 

*Elsey, K. A. L. (R. P. Spanton), Bury St Edmunds 


* See also Certificate of Merit above. 
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Enoch, М. 5. (H. Rainsbury), London 
Evans, D. D. T. (А. C. Evans), Swansea 
"Evans, R. L. (F. Pragnell), Nottingham 
Evans, R. М. (B. D. Barton}, London 
Everitt, У. J. H. (W. К. Wells), London 
Ехећ, D. J. (С. C. Ehlers), Bristol 
Eykyn, W. J. (R. G. Pegler), London 


Заћу, М. Е. (M.. g Stewart), London 
Falconer, W. E. G. (J. B. Nicholson), High Wycombe 
Farnell, P. S. (M. Naylor), Blackpool . 
Farrar, R. E E (W. J. Leeming), London 
Faulkner, R. I. (J. A. Potter), London 
Feldman, G. I, (P. Parr-Hezd), London ` 
Fenton-Jone es, J. F. (H. W. Petherick), London 
Field, R. А. (Е. W. Barnes), London 
Fielding, D . (H. G. Mack), London 
Fielding, G. (V. H. Collinge), Bacup 
Filer, V. P. (P. В. Johnson), London 
Zindlay, I. Р. (H. R. Crouch), London 

J. 


Finnegan, P. J. (А. K. Carlyle), Birmingham 
Fitzpatrick, R. (D. D. Rae Smith), London 
Flatt, D. M. (F. Jones), London 
Fleming, M. J. (J. S. Meylez), Brighton 
Fletcher, C. J. (F. Thornley), Ashton-under-Lyne 
.( Š. Howell), London 
Forwood, А. A. (L. W. Gatenby), London 
. (T. RODA Scarborough 
‚ (R. H. Wall), Birmingham 
Francis, J. E. (J. I. Calcott), Leamington Spa 
Francis, P. R. (Si ir Wentworth Rowland), London 
Frankland, C. 1. (C. E. Hall), London 
Fraser-Harris, B. D. (D. Lorimer), Portsmouth 
* Freeman, А. H. (H. Tonge), Oxford 
Frieze, C. A. (B. K. Fitton), Manchester 
Frith, M. (B. D. Snape), Macclesfield 


Gambrill, L. G. (H. J. Hoby), Rochester 

Gardiner, P. G. (G. P. L. Hudson), Stroud 
Gardner, N. CA), (6) H. W. Delderfield), London 
Garfield, A. L. (S. Gainsley), London 

Garland, P, K. (D. H. M. Jones), London 

Garratt, I. C. (J. W. Walkden), Northampton 
Gayton, R. (T. R- Hamilton). London 


Font 


Gilbert, E. W. Ж Kirk), Hull 
Giles, T. D. B. (E. E. Malthy), London 
Gilkes, D. A. (C. E. M. Hardie), London 
Gill, C, (E. F. Wilkins), London 
Glicksman, S. L. (C. Fisher), London 
eral E M. (Miss), (A. S. Hill), Coventry 

F. (H. W. C. Airev), London 

. (J. L. Kitching), Leeds 
Gordon, M. JT. (C. Metliss), London 
Gore, M. W. (R. J. Armstrong), Hitchin 
Gorlin, R. V. (E. E. P. Maltby), London 
Goslett, P. M. (J. A. P. Whinney), London 

. J. (T. С. Preedy), Plymouth 

*Graharn, W. R. а N. Kilgour), Carlisle 
Grant, P. D. (H. T. Scothorne), Nottingham 
Graves, А. D. (F. J. H. Jones), London 
. . Rawlinson), Bradford . 
. Hardy), Manchester 
J. B. Sweeney), London 
Рыа London 
LT. (C. H. Maggs), Bristol 
Greene, M. E. © H. I. Chown), Ilford 
Greenhill, K. (А. S. Price), Leicester 
Greenhough, D. M. R. (L. F. David), London 
Greening, D. T. M, (M. J. Hay), Wellingborough 
Greenwood, G. E. (G. E. Reeder), Stockport 
Greenwood, J. (M. R. A. Jackson), Manchester 
Gresswell, А.Р. (М. В. Sarson), Oxford 
Grice, T. с. iu C. Fox), Bradford 
R. (N. A. Wiseman), London 
Grundy, À ` (D. Armitage), Pontefract 
*Guinness, G. N. (H. G. P. Greenwood), London 
Gurrie, L. А. (Н. . Gould), London 


Hacking, D. R. (J. Smalley), Manchester 
Haigh, R. (R. E. Hinchliffe), Huddersfield 
Hier Е" (р. xw end London 
Hales, P. D. (H. B. Smith), Ketting 


(R.C 
Greatorex, R. E. ( 
G. H. 
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Hall, R. V. ac: W. Bingham), Nottingham 
Halliday, G eo (J. Henderson); Liverpool 
Hamlyn, M. C. (T. C. Shiner), Grays 
Hammerton, B. V, XD. J. Jones), Manchester - 
Harkins, D. M. (C. N. Bocock), Derby 
Harney, K. (F. Neatham), Warrington 
Harper, E. W. (S. V. Mann), Coventry 
Harpur, W. G. (B. H. Larkins), Birmingham 
Harris, B. T (P. T. J. Dodd), London 
Harris; N. h 2 D. Ayrton), Halifax 

Harris, R. .H.(W. . E. Dewdney), Bristol 


Hartigan, J. T. (С. M. Strachan), Hull 

art, А. . W. J (J. S. Wortley), Sheffield 
Hartley, R. S. (M. J. F. Willcox), Scarborough 
Hashimi, F. A. (S. R. Hogg), London 

asnain, M.-u- (N. A. Handley), West Bromwich 
Hateley, J. J. (R. B. White), Walsall 
` *Haworth, L. У. (G. A. Gould), Birkenhead 
Hay, H. C. (O. Couse), Birmingham 
Hayes, M. (J. Newman), Sutton 
Hayles, B. (C. R. Riddington), Leicester 
Haynes, M. ( 


B. C. Cornes), London 
Hayward-Surry, J. K. (D. Lorimer), Portsmouth 
Hendley, A A. 5 M C. Crowder), London 
(D. G. Latimer), London 
. (M. Fox), London 
Heaton, J. A. (N. Neatham), Warrington 
Hedgcock, Т. L. (N. M. Askwith), London 
Henderson, А. E. (6. W. C. White), London 
Henry, M. C. (M. Sherman), London 
Heppell, M. (J. H. Mann), London 
Herbert, R. 25 (S. Berg), Southend-on-Sea 
Hibbert, G. НЕ D; Harmer), Manchester 
Hibbins, P. C. Cornes), London 
Hickey, K. A q. В. Guest), London 
Higginson, M. (W. J. G. Abbott), Gloucester 
Hill, R. P. (P. H. Dyer), Bristol 
Hinchliffe, A. (E. H. Illingworth), Huddersfield 
Hobbs, A. R. (F. A. Magee), Hayes, Middlesex 
*Hobbs, D. R. (J. L. Wilson), Leeds 
Hodgson, s P. (C. H. W. Sansom), Middlesbrough 
Hogg, N. D. (R. G. Tilley), London 
*Hoggarth, A. (G. H. Pratt), Workington 
Holden, L. (E. Chadwick), Bolton 
Hole, B. (D. H. Harding), London 
Holgate, P. R. (N. J. Heaton), London 
Holland, P. J. (J. L. Guy), London 
Holland, R. S. (B. E. Pearcy), London 
Holloway, A. A. C. E. (D. H . Collier), London 
Holmes-Johnso on, P. H. . (С. Romer-Lee), London 
S. (R. C. C. Rawlins), London 
норе Е. J. `D. (M. C. Stothert), Bournemouth 


4 


Horrocks, J. С. (Н. Lawton), Manchester 
Horwood, M. C. A. (M. Moore), London 
Hoskins, А. S. (N. J. Millard), London 


Hoskins, W. D. (6. А. Coombs), Exeter 
Houghton, M. C. (S. V. Lancaster), Birmingham 
Houseman, M. (R. N. Sharp), Doncaster 
Howell, B. (А. B. Snow), Stoke-on-Trent 
Hoye, K. (A. A. Mottershead), Macclesfield 
Hudd, J. P. (R. S. Colwill), London 

Hughes, D. M. (J. Hankinson), Hull 

Hulse, J. M. (V. C. Bond), Crewe 

Humphreys, T. L. (T. O'Sullivan), London 
Hunn, G. M. G. (L. A. Anderson), London 
Hunt, B D. (s F. Dawes), Birmingham 
Hunt, B. D. (G. F. Davies), London 

Hurley, 7. А. Е. (A. N. Chapman), London 
Hurlstone, F. G. (W. Ward), Edgware 
Hurst, P. W. (N. A. Wiseman), ondon 
Husain, M. (A. N. Chapman), Londo 
Hutchings, А. J. Miss), (P. F. Rendell), Bristol 
Hutchings, R. Ј. W. Trott), Axminster 


Indra, Z. (T. W. paud, aar š 
Ingram-Johnson, J. S. H. (G. J. Pollard), Taunton 
Innes, J. L. (J. V: Moris) London 

Ireland, M. J. (J. Godfrey), London 


Jackson, D. А. (N. J. Heaton), London 

Jackson, P. C. (P. C. Cardno), Bradford 

Jadeja, V. К Engel), London 

James, R. A. (G. A. Chugg), Cardiff 

James, R. W. Bie (R. Heatherington), Newcastle upon Tyne 
Jarvis, P. H. E. (D. Sirkin), Leicester 


* See alsc Certificate of Merit above. 
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*Jayson, R. V. (К. G. Leach), London 


Jeffrey, D. G. D. (A. J. Leach), Hereford 
Jenkin, D. L. (H. G. Field), Chertsey 
Jenkins, B. G. (B. A. Maynard), London 
Jennings, T. D. (N. K. Allen), London 
Jervis, C. C. B. p. M. Finlayson), Liverpool 
Jewison, C. P. (D. R. Maddox), Bournemouth 
Johnson, 5. (G. P. Norton), Huddersfield 


( 
Johnstone, D. W. R. (P. Godfrey), London 
F. Alban), Cardiff 
Jones, D. B q W. E T ende Middlesbrough 
Jones, H. D. E J. Nettle), Birmingham 
K. (D. E. Morris), Nantwich 

Jones, L. N, P. (H a Withers), Hastings 

u 


. (S.J аа), London 
Joschpé, G., "Manchester "a 
Justice, W. D.A. (M. Н. C. Smith), London 


Kanji, N. E. (T. H. G. Maltby), London 
Kanter, E. F. (E. M. Kevehazi), London 

Kay, K. J. (T. Alderson), Manchester 
Keighley, J. (C. V. Smith), Cheltenham 

Keir, S. E. (Miss), (D. E. Heron), Workington 
Kelly, A. K. (D. B. Evans), Hove 

Kelly, D. R. S. (D. M. Finlayson), Liverpool 
Kelly, L. P. (M. W. EE Lancaster), London 
Kemp, J. L. (A. W. S. Tabbernor), London 
Kenny, А. A., Manchester 


Khan, А. H. (B. I. Freedman), Cardiff 

Khan, F. (V. A. Tudball), London 

Khanna, L. С. (Е. Е. Penney), London 
*Kheraj, N. H. А. (D. Jacobs), London 
Khodeir, H. A. EI-R. (C. D. Beck), Manchester 
Kidd, B. T. (W. H. Eldridge), Chelmsford 
Kidd, J. (R. P. Winter), Newcastle upon Tyne 
Kiddell, J. E. (T. A. Wess), London 
Kilminster, J. C. (R, F. Crow), Southampton 
Kilner, B., Huddersfield 

King-Underwood, M. (H. B. Smith), Kettering 
Kirby, J. P. (D. T. Veale), Leeds 

Kirk, D. G. (G. M. Barr), Doncaster 
Kneeshaw, L. P. (H, M. Lepper), Northampton 
Knight, Г J. (С. W. Firkins]. Birmingham 
Koretz, M. (M. W. Wicks), Manchester 


Lait, B. H. (T. C. Paterson), London 
Lam, Т. Y. (H. L. Ward), London 


Lamaison, P. L. (J. G. Hurst, Јип.), ТРОН 
Lancaster, J. D. (J. P. Clayton), London 
Lanceley, D. E. (F. E. Galloway), Chester 
Lane, T. A. (P. Lynn), London 

Lapham, D. R. (S. V. Austin), London 
Lavender, J. D. (R. Goodwin), Derby 


Law, R. C. (A. G. Hirst), Liverpool 

Lawes, D. T. (C. J. B. Andrews), Bournemouth 

Lawrenson, J. А. É . L. Solon), Worcester 

Laws, R. M. (P. H. Gibbs), Bristol (Plender Prize for the paper 
on Auditing) 

Lawton, P. А. (Е. С. Batty), West Bromwich 

Laycock, М. P. L. (В. W. Carr), Leeds 

Layton, M. J. (C. J. White), Sutton 

Leadbeater, G. (G. C. B. С она сьш), London 


Leah, A T (1. H. Jones), Manchester 
Lee, N. J. (F. Holt), London 
Lehrer, j: . E. (T. G. Buckingham), London 


Leppingwell, K. (L. W. Hustwick), Bradford 
Letham, I. R. (A. H. Walton), Manchester 
Levene, L. B. (S. R. Russell), London 
Lever, D. A. C. (F. Proctor), London 
Lewis, J. E S. (D. A. White), Bristol 


i, A. F. S. (F. S. Young), London 
Li, D. К. P. (T. A. Tansley), London 
Libson, J. L. (J. Radstone), London 
Lima, Т. C. (L. D. Morse), London 


Lipman, H. (G. L. Bloom), London 


Livingston, О . P. (R. А. Haigh), Leicester 
Lloyd, S. J. (H. J. Watkins), London 
Lomas, 5l hi (J. Rafferty), Cannock 


Loosley, J. W. (P. 7. L. Case), Watford 
Love, А. M. q. H. Sisson), London 
Lovell, T. J. (G. W. Harrison), Wolverhampton 
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Lovewell, S. E. (N. J. Williams), Warrington 

Lowe, C. J. (S. J. D. Corsan), London 

Lowe, J. F. (J. I. Harley), Barrow-in-Furness 

Lowles, G. G. (R. Dixon), Lewes 

Lowles, P. B., London 

Lowry, D. F. (F. C. Nelson), London # 
Lugg, R. B. (G. R. Appleyard), London 

Lutterodt, А. А. (A. Goodman), London 

Lyon, 1. L. G. (P. H. Blandy); Nottingham 


*Maas, R. W. (F. S Parslow), London 

McCreath, M. hk Ah N. Crebbin), London 
Macdonald, J. W. S. (W. E. Parker), London 

МЕ астед, G. J. (D. R. Fendick), Manchester 
McEwan, D. (H. А. Sisson), Newcastle upon Tyne 
Macey, P. E. (Miss), (T. R. McBride), London 
McFadzean, G. B. (W. R. 'T. Whatmore), London 
McIntosh; 1. А. N. (P. C. Cardno), Bradford 
MacKenzie, А. J. (C. J. M. Bennett), London 
McKoen, M. J. (L. W. Hawkins), London 

MacLeod, H. T. A. (B. F. Wheeler), London 
McMaster, У. (R. E. Appleby), Newcastle upon Tyne 
*McNeil, I. M. J. (J. G. W. Cuthbert), London 
MeNeil-Duncan, J. E. (H. W. Fisher), London 
McPhee, D. (J. Lamb), Newcastle upon Тупе 
Maddison, R. (J. T. Bootyman), Grimsby 

Maguire, J. J. (E. J. R. May), London 

Mahadeva, M. (N. Freeman), London У 
Mahmud, A. (K. N. Hawkins), London T 
Main, A. H. (O. M. Lewin), London 

Majdalany, R. J. E. (R. F. George), London 

Major, A. W., London 

Malik, S. A. (D. F. Webster), London 

Manning, J. (J. Bowman), London 

Marchington, J. P. (F. L. Prusmann), Manchester 

Marks, J. С. (G. H. Ledbury), Trowbridge 

Marshall, A. (W. M. Atwood), London 


ion » 


Marshall, M. A. (H. C. M. Lewis), Eastleigh 
Marshall, T. I. (F. D. Marshall), Manchester 
Martin, K. C. (K. G. Winward), Watford 
Martin, M. (А. W. Johnson), London 
*Masidlover, M. D. (J. Auerbach), London 
Mason, D. E. (J. Mayhew-Sanders), London 


E. 
Massiah, C. D. (D. L. Chaplin), Manchester 
Masters, D. К. (J. O. M. Williams), Cardiff 
Mathiason, M (R. P. Matthews), London 


Maton, J. C (E. N. Foster), Bridlington 
Matthew, W. J. (C. H. Bryant), London 
Matthews, W. P. (M. D. Carr), London 


J. 
P. 

Matveieff, N. (C. J. Jeffries), London 

Maughan, C. J. S. (N. H. Rüssell), Birmingham 

Meadowcroft, J. (C. H. Duff), London > 
Mears, ]. W. А. (J. H. P. Griffith), Slough у š 
Meekins, D. E. (F. L. Duck), London | 
Merritt, K. (T. Bedford), Leeds 

Mew, R. В. (Miss), (J. H. Mitchener), Southampton 

Michael, P. V. (P. W. Barrows), Birmingham 

Micklethwait, А. R. (J. A. P. Whinney), London M 
Middleton, M. 7. (A. H. Miller), | Eastbourne 

Miller, B. V. (W. H. Tarn), London 

Miller, L. (G. Classick), Manchester 

Mills, S. (Miss), (C. Phizackerley), Chelmsford 

Mills, S. M. (T. D. Green), London 

Milne, R. M. (C. N. Smellie), London 
* Mistry, D. R. (V. C. Baker), London 

Mitchell, W. J. (H. P. Lawrence), Bristol 


Mitchelmore, J. R. J. (J. Portergill), Banbury 
*Moberly, У. J. D. (W. s Tomkinson), London 
Mockertdge, M. P. (L. 


онен Southend-on-Sea 
Monaghan, A. (G. D. Warrington Huddersfield 
Monks, S. Ру (J. E. Sharman), Bolton 


Moore, D. J. (H. onn. ), London 

Morgan, M. & (H ingscott), Gloucester 

Morland, D. P. (Sir Thomas Robson), London 

Morris, G. (E. R. Thompson), Manchester у 
«Моне, `R. (J. K. Black), London ~ 
Morris, R. J. (E. E. Sander), London 

Mortlock, Р. J. (H. L. Layton), London 

Mosedale, J. H. (D. R. Brooks), Manchester 


Moss, R. H. (T. A. Baker), Manchester 
Mottram, J. M. (A. C. H. King), London 
Mower, B. (B. R. Cahill), Leeds 

Mulhall, J. B. (1. Jennison); Tring 
Munawar-ud-din (G. A. King), London 
Murray, K. W. (D. H. D. Freeman), London 


+ See also Certificate of Merit above. 
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Murugiah, А. V. (6. W. Maylam), London 


Nair, A. K. (D. H. Levett), London · 
Nanda, S. P. (R. B. de Zouche), Liverpool 
Neame, S. D. R. (B. Morgan), London 
Neil, A. D. (T. G. Threlford), London 
Nesfield, V. J. (D. D. Rae Smith), London 
Nevitt, P. (A. W. Monk), London 
Newland, P. (E. R. Longman), Leeds 
Newman, A. C. (R. С. G. Tibbles), London 
Newton, R. B. (W. E. Ogden) London 


Nicholas, M . R. (B. E Brown), Cardiff 
Nicholson, F. A. (M. R. Davies), London 
Nicholson, Н. Р. (В. Е. "Watkins), Northampton 


Nightingale, R. J. (G. N. Knowles), Winchester 
Mixon, P. J. (H. Lomax), Manchester 
Noel-Tod, N. H. (J. W. Clement), London 
Nokes, G. G. M. (T. H. How), London 

Nokes, K. R. (P. A. Hayes), Cardiff 

Nuttall, B. (F. Gregg), Manchester 


Oak, W. R. (B. N. Antoine), Peterborough 
Oakley, E. R. (F. L. K. Crowe), Weston-super-Mare 
Q' Donnell, W K. - А. I. Deane), London 


Chwen, T. С. (W 

Qwen, W. Ј. (C. [O^ London 

Owens, I. R. B. (C. H. March), Cardiff 
Paddock, K. Т. (A. T. Burn), Worthing 
Padmore, E. C. (R. W. Rodwell), Leicester 
на J. M. Е. (Sir 'Thomas Robson), London 
Page, T. R. (А, E. Donnelly), Southsea 
Palmer, "K. A. CE. J. Stokes), London 
Palmer, M. ia (H. Newman), London 
Pantzer, W. W. (D. А. J. Draper), London 
Parish, B. T. (W. H. Morton), London 


Parkes, J. C. (Miss), (W. H. Wright), London 
Parry, G. H. A. (T. I. Williams), London 

Parry, K. Е. (F. Crosland), Huddersfield 
Parry-Wingfield, M. A. (W. B. Chapman), London 
Parsons, O. T. (G. F. Huff), London 

Pasha, M. K. (C. R. Jeffreys}, London 

Patel, J. V. (C. W. McCormack), London 

Paton, R. E. (C. B. Cawthorne), London 
Patterson, R. E. (B. Garbacz}, London 

Patwa, M. M. (B. V. Morris), London 

Payne, Т. (A. W. Dawson), Southsea 

Peacock, M. I. (E. E. Maltby), London 

Peake, H. N. (R. S. Wilkinson), Stoke-on-Trent 
Pearce, E. J. (J. B. Davison), Bromsgrove 

Pearce, G. А. (F. W. Charles), London 

Pearce, J. F. (E. Lucas), Bedford Е 
Pears, E. В. W. W. D. H. Whinney), London 
Pearson, I. N. G. (A. D. Wardle), London 
Pearson, J. M. (W. T. Horsfall), Liverpool 

E = Douglas), Manchester 


Peaty, M. J. (J. Martin), Yeovil 

Penman, J. J. (S. Marsh), St Helens 

Percival, C. T. (G. N. Tayloz), Newcastle upon "Tyne 
Percival, P. W. S. (Hon. J. W. Remnant), London 

rera, M. R. (D. W. Robertson), London 

Peries, C. L., Bristol 

Perkins, B. K. (C. W. Massey), Birmingham 

Perrett, M. W. W. (F. M. Kellett), Newcastle upon Tyre 
Philips, A. N. (R. F. Harding), Brighton 

Phillips, C. R. (G. F. Thornton), Bideford 
*Phillips, J. M. (М. R. Harris), London · 

Pickard, N. B. (L. C. Evans), Liskeard 

Pickup, A. 1. (J. Pollard), Accrington 


Pierce, T. E. (S. J. Clark), Southampton 
Pillai, R. A. (D. Smith), London 
Pilzer, P. J. (R. Francis}, London 

Pitt, C. (Miss), gs . Paine), London 
Plant, P. B. (J. М . Pitts), Birmingham 
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Pledger, N. G. (R. E. W. Curtis), Cambridge 
Plumb, D. J. (H. Grundy), Birmingham 
Plummer, H. F. (C. S G, Kealey), London 
Pollitt-Pipkin, F. D. (B. H . Larkins), Birmingham 
Potts, D. (J. H. iow od North Shields 

Povoas, . Braint), Leicester 
Powdrill, P. D. (H. `F. `Dixon), Leicester 

Powell, W. T. (D. P. Jones), Gloucester 

Prakash, V. (D: W. Eckersley), Manchester 
Preece, P. J. (А. K W. Edwards), London 
Prescott, YF. N. (7. В . B. Fletcher), Kingaton upon Hull 
ден J.J E. G. (L. `M. G. Harris), London - 
Price, D. S: m Fhilp), London 

Pritchard, A. B. (F. C. e Hucker), Wells 

Pritchard, W. . T. (H. C. Bunn), London 

Purden, J. L. (P. R. Goldthorpe), Birmingham 


Quigley, P. K. (G. S. Norris), Manchester 


Radcliffe, R. C. (G. F. Ansell), London 
Ralls, M. H. (O. W. Horne), Portsmouth 
Rathbone, C. J. L. (D. B. Sharp), London 
Rawlins, D. J. W. P. (N. A. Smith), Reading 
Ray, R. N. (D. F. D. Cartwright), Brighton 
Ray-Jones, P. R. (R. Harrop), London 
Rayner, R. E. C. (T. L. Plewman), Leicester 
Read, P. M. (R. G. Pegler), London 
Readman, F. (C. E. Garratt), Birmingham 
. S. (T. C. Squance), Sunderland 
Rhys, O. M. L. (J. E. Barris), London 
Richards, A. Е. (А. С. Ogden), Keighley 
Richards, M. J. (R. T. jensen): Cannock 
Richardson, G. M. (J. H. Bell), Manchester 
Richardson, К. L. (A. G. Rice), Cannock 
Richardson, M. C. (C. B. Holland), London 
Rigby, G. L. (J. B. Martin), Liverpool : 
Riley, T. E. (R. S. Longeroft), London š 
Rissbrook, J. T. (A. L. Blower), Wolverhampton 
Ritchie, J. A. (P. H. Strode), London (Plender Prize for the paper 
on Taxation and Cost Accounting) 
Roberts, M. R. “ë Ewen), London 
Roberts, W. F. À, (R. W. Williams), Worthing 
Robinson, A. (R. B. Sellers), Preston 
Robinson, C. H. (J. D. Paull), London 
Robinson, D. A. (D. W. Pursglove), Bradford 


Robinson, H. C. B. O. Chilver), London 
Robinson, S. J. Y. (L. C. G. Dauncey), Worcester- 
Robottom, ] . D. (C. Gee), London 


Roddy, J. £ (T. & Booth), Bury 

Rogers, M. S. R. (J. B. Sidford), London 
Rogers, S. J. (R. R. Davies), Cardiff 
Rogerson, M. A. (R. N. D. Langdon), London 
Rolfe, R. S. (K. C. Pearce), London 

Rope, E. J. (G. H. W. Delderfield), London 
Roper, А. R. (L. A. Pollard), Bournemouth 
Roper, M. S. (E. J. Spurway), West Bromwich 
Roper, M. T. (J. S. F. Hill), Nottingham 
Ropner, J. B. W. (G. с. Peat), London 

Rose, P. A. (S. A. Lloyd), London Š: 
Rosenbloom, R. A. (E. F. Garrett), Guildford 
Rowley, M. J. (Sir Harold Howitt), London 
Ruane, D. (T'. Callon), St Helens 

Rupawalla, S. E., Bombay 

Russell, M. P. (G. M. Bickerton), Manchester 
Ruthven, M. J. (A. F. Evans), London 


Salmon, P. (A. J. Pedley), London 

Salter, J. 2 (C. R. K. Mace), London 

Samad, M. H. DM m Leighton), London 
Sanderson, M. W A. (J. N. Richardson}, London 
Sanderson, E L. E. W. G. ` Joicey-Cecil), London 
Saunders, DA RO . J. Clark), Hove 


a 


Raville, S м. (р. Ste га), Leeds 

Savin, M K. (j. C . Benson), Newcastle upon Тупе 
Savva, As London Ç 

Scade, T. I. I. (Н. Peat), London 


Schluter, & E. (Miss), (R. I. Skeet), London 
Schuldenfrei, J. (А. N. Emanuel), London 
Schuldenfrei, P. (A. N. Emanuel), London 

Scott, G. T. (C. E. 'Turton), Nottingham 

Scott, J. A. (A. Middleton), Newcastle upon Tyne 
Scott, K. D. (L. J. Ive), London 

Scott, S. A. (W. G. Miller), Newcastle upon Tyne 
Scott, W. D. (H. O. H. Coulson), London 
Seabrook, Т. J. (S. Price), Gloucester: 


* See alsc Certificate of Merit above. 
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Seevaratnam, Т. (E. J. Danbury), London 
Segre, M. A. (W. B. Chapman), London 
Seipel, J. P. (P. N. Taylor), Manchester 
Sergeant, P. R. C. (J. F. Shearer), London 


Seymour-Griffin, J. C. (J. Dennington), Southend-on-Sea 


Shabiolegbe, A. M. (J. J. Lopian), Manchester 
Shah, А. D. R. (M. Lytton), London 

Shah, C. G. M. n Stanton), London 

Shah, 8. R. a H . Atlas), London 

Shallcross, В. C. (А. Macdonald), Hull 

Shearn, D. A. (E. A. Savage), Bristol 

Sheikh, M. Y. (M. M. Beckman), London 
Shenoy, А. M. (T. B. Hughes), London 
Sherwin, C. C. (W. H. Dawe), Chippenham, Wilts 
Shute, K. T. (M. J. Bowman-Vaughan), London 
Simms, F. A. (F. G. Ashton), Leicester 
Simpson, M. C. (Miss), (P. С. Jordan), Sheffield 
Skeeles, L W. (P. T. Baly), London 

Skellon, B. (J. R. Townley), Crewe 

Skelton, P. W. (G. E. M. Dodsworth), York 
Skinner, P. H. (T. G. Wood), Manchester 
Slatter, D. M. (G. T. Hills), London 

Smart, M. (H. R. Sewell), Birmingham 

Smith, A. F. (A. W. Sarson), London 

Smith, A. W. (V. F. Brown), London 


Smith, B. (N. E. Dunning), Stoke-on-Trent 
Smith, C. J. We (F. E. Francis), Leamington Spa 
Smith, D. A. (R. C. Fountaine), Sandown 
Smith, D. H. © PE London 

Smith, J. L. A. (Miss), (M. А. Hyams), London 
Smith, I. M. (P. J. Waghorn), London 

Smith, M. J. (L. Freeman), Leicester 

Smith, Б (С. Е. Cawthorn), Redcar 


Smith, V. e (H. F. Dauncey), London 


Smith, W. C. (M. L. Fletcher), Nuneaton 
Sng, T. C. (G. M. Maurice), London 

*Snow, K. C. (G. M. Dowrick), Colchester 
Sobhan, M. G. (N. N. Pampel), London 
Sood, 5, С. (F. А. Harris); London 

Southall, J. M. (A. C. Morris), Wolverhampton 
Spencer P. J. (S. R. Heasman), London 
Spicer, C. J. E. (F. W. Charles), London 
Spring, S. L. (S. Rodin), London 

Squire, I. D. (R. E. Wagstaff), Birmingham 


Stacey, С. А. (M. A. Charleton}, London 
Stenner, C. (J. W. Gibson), Hull 
Stephenson, R. (С. 1. Steen), London 
Steven, J. A. (B. E. Basden), London 
Stevens, K. P. (E. F. Garrett), Guildford 
Stevens, P. W. (E. S. Russell), Birmingham 
Stevenson, W. U. (O. P. Haywood), Bolton 
Stocks, P. A. D. (R. R. Barnes), а аз 
Stokes, J. W. (С. J. W. Fahey), London 
Strain, E H. S. J. (C. W. Allan), Bradford 
Strong, M. C. (R. G. Leach), London 
Sully, J. M. (E. Holehouse), Nottingham 
Summerscale, R. J. (L. J. Culshaw), London 
Swannick, P. H. (J. B. Pinnock), Bedford 

*Sykes, KA. M. (Е. Р. D. Taylor), Liverpool 


Tabois, Е. У. P. (D. L. Stephenson), Grimsby 
Tallon, D. S. (R. Kettle), London 

Tansey, M. J. (H. Holt), Manchester 

Tapper, J. A. (B. F. Jukes), London 

Tarrant, S. S. (F. J. Hammond), London 
Tattersfield, К. (С. Ramsden), Bradford 
'Taylaur, Mi C., London 

Taylor, D. F. (L. V. Rainey), London 


'Tavlor, E. J. (H. A. Sudell), London 

Taylor, H LIG А. Lister), Huddersfield 
Temple, M. B. (M. Harris), London 
Thakrar, LP . (R. R. Nash), London 
Thomas, Н . B. (L. Gibson), London 
Thomason, F. R. (A. V. J. More), Manchester 
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Thompson, D. A. R. (T. Bourne), Burton-on-Trent 
 oompson, E . ae Gg. F. Kinnersley), Bristol 
Thomson, I. T. (J. ЈЕ. Tal bot), London 

'Thomson, J. W . (R. W. C. Dunn), Birmingham 


Thorne, T. 6. (R. M. Lang), London 

Thornbill 'T. W. (W. Jones), Stroud 

Thorpe, N. B. H. (W. Lodge), Liverpool 
Timms, J. W. (D. Gubbay), London 

Tinsley, P. A. (W. H. M. Isle), Bradford 

'Todd, C. J. (H. A. Ryley), Smethwick 
Tomlinson, P. G. (8. L. M. Wood), Huddersfield 


Tongue, C. E. (M. Brookes), Oldbury 

Townley, A. (Miss), (J. G. Raymond, Chester 
Townsend d, S. (C. R. Booth), Bradford 
Treble, D. M. (S. J. Richards), Wolverhampton 
Trick, R. (D. C. Norris), Blackburn 

Trotman, A. J. (S. J. D. Corsan), London 
Tune, J. С. (C. G. Hayes), London 

Turner, J. В. (R. Garner), Leicester 

Tyler, Р. 5. (A. L. Poole), London 

Tyson, J. Е. R. (С. H. Tyson), Brighton 


Usher, L. А. (Е. Т. Wood), London 


Vander Mersch В. С. B. (E. F. Garrett), Guildford 
van Ingen, J. J. (C. C. "Hayman), London 

Varley, D. (н. Crowther), Huddersfield 

Venables, ]. E. (I. Johnson), London 

Venitt, L. P. (N. С, Sage), London 

von Struensee, C. A. (H. K. Campbell), Bristol 


Wadey, C. J. (H. Lamdin), London 

Wainwright, Í. A. W. P. (С. R. Osborn), London 
Walker, G. Na D. Taylor), Sheffield 

* Walker, LM . (Miss), (T. K. Venter), Goole 
*Walker, K. ЈА. (A. C. Bright), Guildford 

Wallis, F. Е (К. W. Snell), Abingdon 

Wallis, W. O. F. (D. S. Morpeth), London 
Wallwork, G. J. (C. Yates), Manchester 

Walsh, P. J. (T. B. Morris), Cardiff. 

Ward, C. J. N. (J. W. Berriman), Middlesbrough 
Wardle, G. C (W. F. Williams), Manchester 
Wardman, F. A. (G. D. Verity), Bradford 
Warren, P. (F. Schofield), Oldham 

Watkins, A. J. (L. V. Smith), London 

Watkins, M. S. (E. T. Ретзоп), Coventry 

(D. W. Carter), Kingston upon Thames 


=: 
n 


Watkinson, С. 

Watson, А. F. (T. F. Allan), Liverpool 

Watson, I. `R. (H. Murray), Newcastle upon Tyne 
* Watson, J. P. (A. W. С. Lyddon), Plymouth 
Watson, P. (E, S. Walker), Birmingham 

Watson, R. A. (S. G. C. Ohly), Hove 

Watson, W. H. R. (W. T. Meigh), London 
Watson, W. W. (S. E. Bramwell), Birmingham 


Watt, I. (J. `s. Groves), West Hartlepool 

. (T. A. Mitchell), Carlisle 
Waugh, M: J. (H. D. T. Haines), Hereford 

E: (Miss es), (R. G. Roberts), Barnstaple 
Webb, IT .G.H . Purslow), iura 

. (D. Harrison), B ath 

. R. (A. G. Hirst), "Liverpool 
Welch, J. D. (6. Oates), Doncaster 
Weldrick, R. J. (H. Squires), Dewsbury 
Wells, L к. (S. V. Bye), Middlesbrough 
Wells, S . de M. (V. C. Manolescue), Hounslow 
Wem, G. i G. Ponter), Birmingham 
West, P. E. J. (G. M. Turner), Southampton 
Westmoreland, T. (R. G. Hilton). Castleford 
Weston, R. J. em D. Walker), London 
Whale, А. КЕ . Baker), London 
Wharton, А н: Shackcloth), Liverpool 
Wheeler, D D. K. A. (C. W. Griffin), Cardiff 
Whelan, M, J. (B. Hepburn), London 
Whishaw, C. L. (J. P. Burnett), Southampton 


* See also Certificate of Merit above. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 
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Whitaker, B. С. (R. G. Leach), London : Willis, А. J. (K. . Robins), Penzance 
*Whitbread, N. A. L. (R. Kettle), London | Wilson, J. А. F. (M. Shirley-Beavan), London 
White, A. À. H. (0. W. Horne), Portsmouth Wilson, P. W. A. (F. E. Francis), Leamington Spa 

° White, M . L. (F. C. R. Moule), Nottingham Wilson, 1 R. d Pople), Liverpool 

~ White, P. R. (R. је. Fox), Southampton Winn, K. C. (D .R. Jones), Hull 

` Whitehill, E, D. (R. K. Briscoe), London Wise, M. (K. c. Foster), London 
Whiteley, J. B. (J. C. Hardy), London Witcombe, K. E. (F. G. Baker), London 
Whitfield, P. M. (Miss), (D. E. Brewster), London Wood, Е. Е. (G. Maitland-Smith), London | 
Whittle, C. R. (J. H. Wilkinson), Manchester Woodbridge , J. C. H. (M. J. F. Shaw), Cambridge 
Whittle, R. H. (D. F. L. Cooke), London Woods, R. F. F. Moore), London 
Wickham, G. W. ЈЕ А. I. Deane), London Woodward, D. P. K. А Cirencester 
Wigley, J. C. (V. À ; Scott-Goddard), London Woolley, C. J. (О. W. Balls), Y. 
ilcox, 5. G. (E. G. Wil cox), Birmingham Woolston, W. (H. W. на), Зик y London 
Wild, G. P. (N. Rutter), Liverpoo Wootton, M. J. (H. M. Pepper), Walsall 
Wilkinson, C. 7. (Miss), (Н. Wood), Bishop Auckland Wotton, B. (L. У Moscrop), London 
Wilkinson, J. (J. W. Richardson), Sheffield *Wrayford, D. F. Nankivell), Newton Abbot 
Willey, M, (E. G. Wilcock), Sheffield Wreford, J. А. D. (S. R. Hayes), Ludlow. 
Williams, A. M. (Miss), (G. L. Williams), Rhyl Wright, S. N. (L. F. McCulloch), Grimsby 
Williams, J. G. (W. E. Dewdney), Bristol Wyton, В. Е. (А. C. Falkner), London 
Williams, J. G. (S. V. Mann), London 
Williams, J. M. (А. W. Johnson), London Yap, P. B. (T. E. Fay), London 
Williams, R. С. (А. E. Bayliss}, London Yogananthan, `M. (N. i B. Smith), Manchester 
Williams, T. A. Мер. (P. M. Dodd), Liverpool ‘Young, D. M. (IN. J. B. Smith), Manchester 
Williams, Т. J. (А. W. C. Lyddon), Plymouth Young, S. J. (K. H. Newsum-Smith), Nottingham 
Williams, W. Ј. H. (D. A. Owen), Leamington Spa Yusof, M. S. B. H. (C. J. Maurice), London 
939 Candidates passed 1,152 Candidates failed 
- 


* See also Certificate of Merit above. . 


PRELIMINARY EXAMINATION 
Held on November 14th, 1 5th, 16th and 17th, 96x 


Anthonisz, I. H., 


Atwell, B. J., Glastonbury 


Bell; D., Burnley 


First in Order of Merit, the Institute Prize and the Deloitte Prize for the year 196r 


Edey, Russell Philip, Chislehurst 


Full List of Names of Successful Candidates 


(In alphabetical order) 


Hiles, N. R. E., Heaton Chapel 
Holdsworth, E. A., Halifax 


Jones, D. R. H., Southall 


London 


Passey, G. F., Tamworth | 
Petherbridge, J. M., Birmingham 
Pinchard, M. W., Brighton 


Briggs, M., Ifield Re E 1» Ewell 
Buck, A., Leatherhead —— oblin, D. J., Cardi 
Burton, D., Coventry Kemp, M. J. M., Birmingham Rogers, D. А., Bexleyheath 


King, J. R., Eastings 


Clark, E. R., Ashtead 


Crabtree, C. J., Bradford 
Crawford, D., Huddersfield 


Davis, P. H., London 
< Dennison, R. W., Shipley 


Edey, R. P., Chislehurst 
Freedman, S., Manchester 
Goldthorpe, M. S., Leeds 


° Grierson, R. M., 


Guignard, R. C. P., Coulsdon 


Hancock, А. А., Sheffield 
Hawkins, M. A. (Miss), London 
A. S., Petersfield 


Hellyer, 


Laitner, S. A.. London 
Lawler, J. D., Preston 
Leopard, N. Н., Upton-on-Severn 


McGowan, B. D., Isleworth 
MeNiff, J. J., Kingston upon Thames 
Majumdar, K, London 
- Mercer, Е. С. Liverpool 
Mitra, S. K., London 


Nettell, J. P., Bognor Regis 
О'Соппог, P. G., London 
Oliver, R., Lcndon 

` Owen, J., Mickleover 


57 Candidates passed ~ 


Sheffield 


Summary of Results 


Rooney, F. P., Ashford, Middlesex 


Seneviratne, K. N. E., London 
Sheppard, D. R. A., Leiston 
Sivanandaraja, К., London 
Smart, А. E. (Miss), Workington 
Somech, P. D., Cheadle 


Taylor, G., Manchester 


Wand, А. Р., Westcliff-on-Sea 
Ward, R. J., Chalfont St Peter 
Warriner, P. M., Harrogate 
Watkins, J. J., Crawley Down 
Weaver, В. А. C. F., Solihull 
Williams, N., Canterbury 
Wilson, D., Mansfield 

Wong, D. А., London 


161 Candidates failed 





ПЕРУ Ба . Final Intermediate Preliminary Y ose 
andidates Successtu 2t .. 55 wet 613 939 ' 1,809 
Candidates Failed . : | 883 1,152 TA 2,196 
A: f Candidates Sat r,696 2,091 ` 2I8 4,005 
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EXAMINATIONS OF THE SOCIETY OF: 
| INCORPORATED ACCOUNTANTS 
TID ^ (In Voluntary Liquidation) 
The. Institute of Chartered Accountants in England and Wales, The Institute of 
Chartered Accountants of Scotland and The Institute of Chartered Accountants in 
Ireland, in accordance with the schemes of integration with The Society of Incor- 


porated Accountants (in voluntary liquidation) conducted the Final Examination 
: of the Society in November 1967. 


FINAL EXAMINATION - 
(Names of Successful Candidates) 


1. Candidates for membership of The Institute of Chartered Accountants in England and Wales 


Astbury, I. C. (H. C. M. Lewis), Eastleigh Harding, T. P Hunter), York : Parrott, J. D. (S. Garner), Manchester e: 
Ayres, C. K. (D. H. Husband), Cardiff men. р. . (M. Hyams), London Parry, E. B., Tanganyika 
olt, J., Bury 
Barrie, G. В. А. (H. E. Бил London Hudson, J. (D. McMichael), Leeds Roblin, J. A. (E. E. Pearce), Cardiff 
Bentley, W., Leeds . | ; 
š Sadler, D. А. (D. H. Lewis), Welverhamp- 
Clarke, F., Blackburn Jackson, P. 5. F., Newcastle upon Tyne ton 
Cioett, N. ' y. (L. W. Free), пениса Sharp, J. Hd ded i 4), Lond 
ilvester, E. G. (F. W. Turquand), London 

Leach, J. V. (R. Brooks), London Stapley, E. (H. G. Jenkins), Wrexham 
De Fumon, R. A., Guernsey , Steele, K. ]., 
Dyer, W. Ë. J., London Manchester, E. L., London Stoddart, J. D. T., Coatbridge 

mae Manning, S. P. (W. J. Jackson), London Storey, Ё. В. London - 
Pome F D4 A | Merriman, L. R., London Taylor, B., Rochdal 
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Advice for the Chancellor 


S the Budget approaches, more and more memoranda 
containing hints for Тне CHANCELLOR are published. 


Ећагрју contrasted views were revealed by two documents 
published at the end of last week. One is a statement on the 
economic situation and the Budget which is the work of the 
Economic Committee of the 'Trades Union Congress; the other 
is a memorandum on the next Finance Bill (and matters connected 
with it) submitted by the Council of 'The Institute of Chartered 
Accountants of Scotland. 'The only point at which the two state- 
ments tend to converge is on the question of depreciation allowan- 


ces. Тће T.U.C. statement says that the Government should be 


preparec to supplement more general measures for stimulating 
activity (which would themselves restore investment demand) 
by the use of selective and more rapid depreciation allowances. 
The Sccttish Institute ‘again draws attention to the inadequacies 
of the existing depreciation allowances’, particularly the absence 
of any allowance for commercial buildings, and the restrictive 
definition of industrial buildings. | . 

The cther tax suggestions in the T.U.C. statement are tied 
up with political polemics. There is a call for extended social 
benefits and 'the reorganization of the structure of income tax 
allowances to redress the discrimination against people on lower 
incomes with family commitments’. These moves are to be paid 
for ‘by heavier taxation of those best able to bear it’. The ‘£80 
million gift to surtax payers’ should be withdrawn forthwith; a 
tax on capital gains, it is stated, is now ‘long overdue’, and the 
country expects these sources of untaxed income to be tackled 
comprekensively and stringently. THE CHANCELLOR is also called 
upon to ‘redeem the undertaking which he gave a year ago to 
tackle at their roots the offensive features of so-called business 
expenses’. Finally, the statement complains about the activities of 
land speculators and their effect on housing costs, and declares 
‘this public scandal should be dealt with by taxing all land deals 
and property development schemes which involve increases in 


‚ the price of land over present use value.’ 


‘The Scottish Institute expressly disavows itself from any 
concern with overall reductions or increases in taxation, or with ` 
questions of party politics. It deals instead with reforms intended 
to improve the administration of the tax system ог to remove or 
mitigate inequities or hardships. In this examination of inequities 
surely p-ide of palce must go to the state of the law as affirmed by 
Bidwell v. Gardiner (39 А.Т.С. 83). In that case a taxpayer who 
had succeeded to the proprietorship of а small hotel spent £168 ` 
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in his first year's trading on ordinary renewals of 
curtains, floor coverings and bedding. Since he 
had inevitably bought the existing articles second- 
hand, the General Commissioners stated that to 
the extent of {100 the £168 was capital expendi- 
ture and therefore that £100 must be disallowed. 
It was conceded that had the taxpayer's predeces- 
sor incurred the £168, all of it would have been 
deductible. Mr Justice DaNckwERTS upheld 
this decision. As the Scottish Institute points 
out, this principle is even more inequitable where 
there has been a mere partnership change, and its 
inequity is emphasized by the new provisions 
for taxing post-cessation receipts. 

The memorandum suggests that a company 
claiming management expenses relief should be 
allowed to carry forward as a loss any section 170 
assessment made upon it, as well as bank interest 
relief which cannot be allowed in the year of 
payment. ЈЕ reiterates the suggestion that the 
Schedule E expenses rule should be less restric- 
tive, particularly in relation to professional men 
holding public appointments. 

The Institute considers that the time limit for 
exercising the statutory option on a change of 
partnership should be extended sufficiently to 
enable the parties to know the amount of the 
profits for the year following the change, before 
they have to decide on whether or not to exercise 
the option. Another oft-repeated recommenda- 
tion is that an expert body be set up with a view 
to having the anti-avoidance legislation made 
more brief and precise. 'T'he Institute also submits 
that, pending this examination, there should be a 
general ‘clearance’ provision, on the lines of 
section 468 of the Income 'T'ax Act, 1952 (change 
of a.company's residence), or section 28 (ro) of 
the Finance Act, 1960. We are not sure that we 
would wish to see a wide extension of the applica- 
tion of section 28 (то); under that subsection 


the Inland Revenue can refuse either to give 


clearance or to take immediate action. 

. Ап obvious injustice lies in the practice of 
making an automatic direction on a company's 
investment income without making any direction 
on its estate or trading income, with the result 
that although the bulk of the aggregate income 
may be apportioned for surtax, the company still 
has to pay profits tax as well. The memorandum 
urges that the law be changed to bring an end 
to this anomaly. 
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The law relating to overseas trade corporations 
can be said to be still in the teething stage. The 
memorandum argues that dividends out cf trading’ 
income paid by one O.T.C. to another O.T.C. 
should not attract United Kingdom tax until 
the income is distributed to a shareholder who 
is not an O.T.C. It also suggests that dividends 
from trading subsidiaries resident overseas should 
be regarded as trading income in the hands of the 
recipient O.T.C. parent. Another criticism is 
directed against paragraph 4 of Part I of the 
Fifth Schedule to the Finance Act, 1957. This 
paragraph directs that ‘charges’ paid by an O.T.C. 
are to be set off primarily against its investment 
income, only the excess over investment income 
being set off against trading income. If the 
charges are payable abroad so that the O.T.C. 
cannot deduct tax, and they are set off against 
taxed investment income, the O.T.C. obtains no 
relief for them. 

Some of the tax problems of British companies 
trading abroad, as compared with their foreign 
competitors, are also discussed in a contributed 
article in this issue. | 

'The administration of income tax and other 
taxes on income has been the subject of much 
comment in the past year or so and the Scottish 
Institute has fcur points to make. It suggests 
that statutory provision should be made to give 
binding effect to an agreement between a tax- 
payer and the inspector that the former need not 
attend a particular appeal meeting for which his : 
appeal had originally been set down. At present 
the Appeal Commissioners are not bound to pay 
any attention to such an agreement. 'The Institute 
also supports the suggestion already made that a 
statutory power be given to taxpayers to elect 
that notices should be sent to their agents. 
Support is given in the memorandum to the 
suggestion that inspectors should have power 
to sign assessments, the assessment functions of 
General Commissioners being abolished. It is 
suggested that in any review of the design of 
forms, regard should be had to the fact that many 
accountants now use photocopying processes in 
relation to such forms. One improvement would 
be to cut down the number of pages over which a 
return form is spread. Finally, it is argued that 
where a company submits accounts and computa- 


tions it should not be subject to any requirement 


to cómplete a statutory return form. 


February 24th, 1962 


COMPARATIVE TAXATION 


Profits from. Foreign Sources 
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by A. DALE, F.A.C.C.A. 


HE question of incentives to induce 

J United Kingdom enterprises to increase 

their exports has been raised frequently 
in Parliament and Press in recent years, and 
Government spokesmen must be weary of repeat- 
ing their reasons for rejecting the suggestions 
made. They maintain that any incentives o:fered 
would be quickly countered by the granting of 
bigger and better incentives by other courtries, 
so that in the end nobody would be any better off, 
and that in any case various international zgree- 
ments preclude the offering of export incentives. 

These international agreements do not pre- 
clude, however, the granting of special treatment 
to foreign earnings in the field of direct taxation 
and there are major variations in. different 
countries in the scope of the tax charge on such 
earnings. It is of interest to study these differences 
in order to determine whether United Kinzdom 
taxation laws place British traders in an acverse 
competitive position as compared with their 
foreign counterparts. 

As most foreign earnings accrue to companies 
this review is restricted to company taxatior, and 
“it is concerned primarily with manufacturing and 
` trading profits arising within foreign couatries 
(i.e. from business activities carried on in those 
countries) as distinct from profits arising within 
a country from the exporting of goods to foreign 
markets. It will be appreciated, also, that some- 
times the operation of the basic tax laws of a 
country is affected by double taxation relief granted 
either unilaterally or under bilateral agreements. 


Scope of Tax in the United Kingdom 


Tax is charged in the United Kingdom on: 

(а) all income arising in the United Kingdem no 

matter to whom it accrues, and ` 

(5) all income, wherever arising, that accrues to a 

resident of the United Kingdom. 

А company which is resident (i.e. managed and 
controlled) in the United Kingdom is the-efore 
normally liable to tax on all its domestic and 
foreign profits. If, however, the foreign profits 
are earned by a subsidiary company wh:ch is 


managed and controlled abroad tax is charged in 
the United Kingdom only on dividends received 
by the parent company from the subsidiary. 

The scope of the tax charge has been limited 
since 1957 in the case of a special category of 
United Kingdom company known as an overseas 
trade corporation (О.Т.С.). An O.T.C.’s business 
is treated as if it were carried on outside the 
United Kingdom by a non-resident, and conse- 
quently the trading income is not chargeable. 
When, however, dividends are paid out of the 
exempt income the О.Т.С. has to pay income tax 
on an amount equal to the gross dividend paid. 
Profits tax is not charged, but any shareholders 
who are subject to that tax must include dividends 
from O.T.C.s in their taxable profits. 


To qualify as an O.T.C. a company must: 
(5) be resident in the United Kingdom, 


(ii) be carrying on a trade outside the United King- 
dom, ог be a principal company not itself 
carrying on a trade but having a subsidiary 
company which is an O.T.C. and which is 
carrying on a trade outside the United King- 
dom, and 


(iii) satisfy а number of conditions as to its mode of 
trading. 


But a principal company not carrying on a trade 
cannot be an O.T.C. if it has a subsidiary com- 
pany resident in the United Kingdom which is 
not an O. T.C. A company is deemed to be a sub- 
sidiary of another company if more than one-half 
of its ordinary share capital is owned, directly or 
indirectly, by that other company. The conditions 
which must be satisfied include the following: 

(i) The company's activities in the United King- 
dom, leaving out of account the.management 
and control of its trade, must not by themselves 
amount to the exercise of a trade, 

(ii) A company which purchases goods for export 
from the United Kingdom must not take 
delivery of them in the United Kingdom other- 
wise than on board the ship or aircraft in which 
they are exported and must not bear any 
expenses or incur any charges in connection : 
with the delivery, warehousing, etc., of the 
goods in the United Kingdom. The object of 
this condition is to ensüre that there can be no 
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question of the subsidizing of exports by means 
of this scheme. 

(iii) The profits arising from the whole of the com- 
pany’s-trade must be chargeable in an overseas 
country to some tax similar in character to in- 
come tax or profits tax in the United Kingdom, 
or would be chargeable in one or more overseas 
country to tax of a character and scope corre- 
sponding to income tax if in every country out- 
side the United Kingdom such a tax were 
charged on the profits arising from any trade 
exercised within the country by either a resident 
or a non-resident. 


It will be noticed that a parent company can 
qualify only if it has a subsidiary company which 
ts an О.Т.С. carrying on business outside the 
United Kingdom. It is necessary, therefore, for 
the subsidiary to be resident in the United 
Kingdom and to satisfy all the other conditions. 


Other Countries’ Rules 

(1) The Commonwealth 

The committee which drafted the Model Income 
Tax Ordinance in 1922 considered that the most 
appropriate scheme for the colonies was one which 
imposed tax upon income which either had its 
origin in the colony or was received in the colony. 
The scope would thus be limited to income 
coming within the colonial jurisdiction. This is 
still the basic rule in many Commonwealth 
countries including Aden, Cyprus, the East 
African territories, Gambia, Ghana, Gibraltar, 
. Malaya, Nigeria, Sierra Leone and Singapore. 

In a few countries, e.g. Hong Kong, and the 
Federation of Rhodesia and Nyasaland, the basic 
rule is that only income having its origin within 
the country is chargeable. (This applies also in 
South Africa which, of course, is not now a 
Commonwealth country.) 

Most of the other Commonwealth countries 
have the same system as the United Kingdom 
(except for the O.T.C. modification) but there are 
a few refinements: 

(i) Jersey, Mauritius and the British West Indies 
territories, except Jamaica, charge income from 
foreign trade to the extent only to which it is 
received in the country. 

(8) In Jamaica the income of companies engaged in 
business outside the British Caribbean area 


whose centre of management is in the country ` 


but which do not trade there, is exempt. Тах 
concessions are offered also to “approved export 
manufacturers’ whose products are sold outside 
the West Indies Federation. 

(iii) New Zealand grants exemption to income from 
Commonwealth sources provided it is charge- 
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able to income tax (or a substantially similar 
tax) in the country of origin. The income is 
taken into account, however, in determining the 


rate of tax payable on other income. Income of $ 


a company from non-British Pacific Islands is 
taxable only if remitted to New Zealand. 


(iv) Canada does not charge tax on dividends 
received by a corporation if it owns more than 
25 per cent of the shares in the paying corpora- 
tion and that corporation is non-resident or is 
a ‘foreign business corporation’. 

A ‘foreign business corporation’ is exempt 
from tax. Its assets (except securities and bank 
deposits) must be outside Canada and except 
for management and the designing, purchasing ` 
and transportation of goods it must carry on 
business operations of an industrial, mining, 
commercial, public utility or public service 
nature entirely outside Canada. This exemp- 
tion was withdrawn in 1959 except for those 
corporations which had previously qualified. 

(v) Australia grants exemption in respect of in- 
come, other than dividends derived from 

.Sources outside Australia, provided: 
(a) the income is not exempt from income tax 
in the country from which it is derived, or 
(5) the taxpayer has paid a royalty or export 
duty in some other country in respect of 
goods from the sale of which the income was 
derived. 


(2) Common Market Countries 
In France a corporation established there is sub- 
ject to corporation tax only on its income from 
French ‘sources. Dividends received from a 
foreign subsidiary (normally a company in which 
at least 20 per cent of the capital is owned) are not 
taxable but the administrative expenses applic- 
able have to be disallowed and for this reason 
tax is charged on 25 per cent of the dividends. 
The Netherlands charges corporation tax on all 
the profits of corporations established there, but 
dividends received from foreign corporations in 
which at least 25 per cent of the share capital is 


held and which are liable to tax on their profits in ` ` 


the foreign countries are excluded from profits. 
This relief may be extended to cases where a 
smaller percentage is held if the holding can be 
regarded as a trade investment or if it serves the 
national interest. Investment companies are also 
normally granted exemption from tax in respect 
of dividends from foreign companies. . 5 

Profits arising from a trade or business carried 
on through a permanent establishment abroad and 
which are subject to tax there are normally exempt 
in the Netherlands but affect the rate of tax pay- 
able on domestic income. _ 
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In Germany and Luxembourg tax is charged on 
income from all sources but in the latter country 
some holding companies qualify for exemption. 

Italy subjects resident companies to company 
tax, but not to income tax, on profits and divi- 
dends from foreign sources. 

In Belgium income arising abroad to companies 
which have their registered office or their prin- 
cipal administrative office in Belgium is taxable at 
reduced rates: 

(а) Income tax on business profits is charged at 
only one-fifth of the ordinary rate, provided the 
profits are taxed abroad. 

(b) Income tax on investment income is charged at 
12 per cent instead of 30 per cent for dividends 
and 18 per cent for interest. 

(c) National crisis contribution on that part of a 
Belgian company's dividends which i$ derived 
from income earned abroad is charged at one- 
fifth of the ordinary rate. 


(3) E.F.T.A. Countries 


In Austria, Norway and Sweden the basic rule is 
that income arising abroad is taxable. This applies 
also in Denmark except that in the case of com- 
panies relief is granted from company incom: tax, 
but not extraordinary company income tax, in 
respect of profits of foreign branches. 

Switzerland charges resident companies on all 
profits except that profits arising abroad through 
a permanent establishment are not taxable but are 
taken into account in determining the rate of tax 
payable on other income. Some holding com- 
panies qualify for exemption. 

In Finland (associated with E.F.T.A.) а resi- 
dent company is subject to tax on income from all 


sources except dividends from foreign companies · 


(regardless of the extent of the shareholdinz). 


(4) U.S.A. 


Subject to the following special provisicns, a 
United States corporation is, in general, liable to 
tax on all its domestic and foreign income. 


(i) Western Hemisphere trade corporations are 
allowed a deduction from taxable incame of 
14/52nds of that income. This is equivalent to 
a reduction in the rate of tax from 52 per cent 
to 38 per cent. These corporations mus: carry 
on the whole of their business (except inci- 


dental purchases) outside the United States in- 


North, Central or South America or in the West 
Indies. Ninety per cent of their income must 
come from active business and 95 per cent of 
their income for the previous three years must 
come from outside the United States. 


(ii) А special relief is available also to corporations 
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organized under the China Trade Act, 1922, 
which derive income from Formosa and Hong 
Kong. 

(iii) Income from the Panama Canal Zone, Guam, 
Samoa, Wake and Midway Islands is taxed on 
the remittance basis, provided 80 per cent or 
more of the gross income of the tax year and the 
two preceding years was derived from one of 
these territories and 5o per cent or more of the 
gross income was derived from the active con- 
duct of a trade or business within the territory. 


Adverse Position of British Traders 


In paragraphs 638 and 639 of their report, the · 
majority of the Royal Commission on the 'Taxa- 
tion of Profits and Income stated: 


‚ ‘It can be taken as axiomatic that a volume of 
overseas earnings is essential to the economic life of 
the United Kingdom. No plan of our future 
economy could fail to rely upon it. The mainten- 
ance of a satisfactory balance of payments in our 
relations with other countries is not merely an 
important feature of the policy of the United King- 
dom; it is an inescapable element of any long-term 
policy; since the history of our economic develop- 
ment has not left us with any large freedom of 
choice that would enable us to adapt our position 
to the new circumstances of the twentieth century. 

Such a country is bound to do what it can to 

foster the growth of its overseas trade. At least it 
should be scrupulous to avoid the adoption of any 
measures that tend to place its overseas traders at a 
positive disadvantage in competition with traders 
in or from other countries in the field of inter- 
national trade. Yet the United Kingdom does 
succeed in imposing just this disadvantage by its 
present method of taxing overseas profits.’ 

It was in order to remove the disadvantage 
that the majority put forward the О.Т.С. scheme, 
and it is most regrettable that their ingenious and 
imaginative conception was not fully imple- 
mented. They contemplated that overseas profits 
should ‘include the profits of overseas subsidiary 
companies whether controlled from the United 
Kingdom or outside it’ but the 1957 Act extends 
relief, as has been explained, only to United 
Kingdom parent companies with subsidiaries 
controlled from the United Kingdom. 

The adverse position of British traders as com- 
pared with their foreign competitors can be sum- 
marized as follows: 


Companies which merely export without 
setting up permanent establishments 

The profits of such companies are normally 
regarded as arising within the home country and 
do not therefore qualify for the special treatment 
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available for profits arising abroad. In some cases, , 


however, profits may be deemed to arise abroad 
under some special concept. The United States, 
for example, treats profits from exports as foreign 
earnings if title to the goods passes abroad. -This 
is particularly important in the case of Western 
Hemisphere trade corporations since the relief 
from United States tax can be obtained without 
any liability to foreign tax arising if arrangements 
are made to pass title in exported goods in a “tax 
haven’. This scheme must, in fact, come peri- 
lously close to infringing ‘the export incentive 
clause of international agreements. 


Companies which set up permanent estab- 
lishments, e.g. branches or depots, abroad 


British companies are subject to tax on the profits 
of such establishments unless they qualify as 
O.T.C.s. If they cannot so qualify they are at a 
disadvantage as compared with companies in: 
(i) Countries which grant complete exemption in 
such cases, e.g. Hong Kong, South Africa, 
Canada, -Australia and France, or countries 
which exempt the profits but take them into 
account in determining the rate of tax payable 


on other income (in the case of companies · 


charged at a flat rate this is equivalent to com- 
plete exemption), e.g. the Netherlands and 
Switzerland. 

(ii) Countries which grant exemption from some but 
not all taxes, or which charge tax at reduced 
rates, e.g. Italy, Belgium, Denmark and U.S.A. 

(iii) Countries which charge tax only on remittances, 
e.g. many Commonwealth countries. 


Companies which operate abroad through 
local subsidiary companies 


British companies are liable to tax on dividends 
received if the subsidiary is managed and con- 
. trolled locally and no relief is obtainable -under 
the O.T.C. scheme. If the subsidiary is con- 
trolled in the United Kingdom all its profits are 
taxable unless it qualifies as an O.T.C., and the 
parent company is exempt in respect of dividends 
only if it also qualifies asan O.T.C. Where O. T.C. 
qualification is not possible British companies are 
at a disadvantage as compared with companies in: 

(i) Countries which grant complete exemption in 
such cases, e.g. Hong Kong, South Africa, 
Canada, France, the Netherlands, Luxem- 
bourg, Switzerland and Finland. 

(ii) Countries which grant exemption from some but 
not all taxes or which charge tax at reduced 
rates, e.g. Italy and Belgium. 

(iii) Countries which charge tax only on remittances, 
e.g. many Commonwealth countries. 
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What Should Be Done? 
The network of bilateral double taxation agree- 
ments which has been built up during the past 
twenty years or so, and the reliefs granted 


unilaterally by many countries, indicate that it has ` 


been accepted internationally that the country 
from which income is’ derived has the prior 
right to tax that income. If another country levies 
a tax on the same income it should give credit 
for the tax paid in the country of origin. It seems 
likely, therefore, that the long-term solution 


to these problems lies in the acceptance of the . 


principle that the country of origin has the sole 


‘right to tax the income. This is not likely to 


come about, however, for many years, although 
the process may be accelerated. in Europe 
as a result of the closer harmonization of taxation 
laws within Common Market countries. 
Meanwhile, under present United Kingdom 


legislation, the key to the problem so far as most . 


British companies are concerned lies in the 
question as to whether they can qualify as O.T.C.s. 
When overseas trading is carried on through 
branches or depots, it is normally practicable 
so to arrange the operations that qualification is 


possible. This can cause distortion of normal ` 


commercial transactions and the qualifying condi- 
tions should be modified in the light of experience 
gained since the scheme was introduced. 

This form of trading through branches is, 
however, virtually obsolete in most countries. 
Where operations are on such a scale that some 


form of local organization is necessary, national 


susceptibilities and competitive trading condi- 
tions make it essential that subsidiaries should be 
formed under the laws of the overseas countries 
and that they be managed and controlled there. 


The businesses then become closely identified 


with the national background and the full co- 
operation of local interests can be obtained. 

It is difficult to understand, therefore, why 
companies which qualify for relief as O.T.C.s 
while they trade overseas through branches 
should be denied relief when they convert those 
branches into locally controlled subsidiary com- 
panies in order to fight intensifying competition. 

'There is no doubt that taxation factors have 
seriously hampered the efforts of United King- 
dom enterprises in foreign markets and have 
caused many profitable trading and investment 


" opportunities to be taken up by foreign companies 


instead of United Kingdom companies. The 
removal of the O.T.C. anomaly would help to 


remedy this state of affairs but it may be that 


more drastic action will become necessary. 


t 


February 24th, 1962 


* 


THE 
ACCOUNTANT 


223 


Education for the Profession 


- THE NEW ZEALAND SCHEME 


by ROY SIDEBOTHAM, B.A.(Com.), A.A.C.C.A. 


Professor of Accountancy, 
Victoria University of Wellington 


report of the Parker Committee has aro.ised 

some controversy, to consider the arrange- 
ments made for the education of accountan:zs in 
other countries, and to see what lessons, if any, 
might be drawn therefrom. In this context, the 
situation in New Zealand is of particular inte-est ; 
in a country whose institutions are pecuLarly 
British (indeed, some of them are more British 
than Britain's), the arrangements for the educa- 
tion of accountants could hardly be more different 
from those in England and Wales. 


I: is perhaps appropriate, at a time wher. the 


Professional Examinations 
The profession in New Zealand has the advantage 
of being organized in a single professional body, 
the New Zealand Society of Accountants, waich 


has a statutory monopoly of professional practice . 


and of the use of the designations ‘Prblic 

* Accountant’ for members in practice, and 
*Registered Accountant' for membersin industrial, 
commercial or governmental employment. -t is 
thus possible for the system of education for 
accountancy to be planned by a single prcfes- 
sional authority, responsible to the community 
for the maintenance of high professional standards 
and for the provision of adequate numbers of 
qualified men. 

'The Society admits students to memberzhip 
after five years’ professional experience (three for 
university graduates), and after passing the 
following examinations: Accounting I; Account- 
ing If; Accounting IIT; Commercial Law I; 
Commercial Law II; Auditing; Economics; 

Trustee Law; Secretarial Practice. 

-Accounting I, II and III and Commercial 
Law I and II are progressive stages. This 
excepted, the units may be taken in any order, 
and any number up to five may be taken at one 
time. The examination for a unit may consist of 
several papers. The total syllabus is compre- 
hensive, covering much the same ground as that 


of the examinations for membership of The 
Institute of Chartered Accountants in England 
and Wales. It differs from those examinations 
mainly in the division of the material into nine 
units as compared with an Intermediate and a 
Final examination. 

The Society does not itself conduct its qualify- 
ing examinations, and never has done so. 
Administrative responsibility for the examinations 
has for many years rested with the University of 
New Zealand. When this university was wound up 
on December 3181, 1961, responsibility for the 
examinations passed to the University Grants 
Committee. Examiners are nominated by the 
Society, some being practising accountants, 
others university teachers. This arrangement, 
besides relieving the Society of the administrative 
work of conducting the examinations, provides 
for their conduct by an authority expert in 
examination practice, with experience in many 
fields, and ensures that the examinations are 
strictly a test of merit and are not suspect of 
being an exclusionary bar to qualification. 


Education for Accountancy 


Instruction for the professional examinations is 
provided by correspondence schools, technical 
colleges and the universities. The correspondence 
schools, which have a high reputation, serve some 
students in the main centres, but their major 
usefulness is in training students in the country 
districts. Some of the technical colleges are very 
good, but all suffer from staff recruitment 
difficulties. Teachers’ salaries are not high enough 
to attract many accountants from their practices. 
The Society and the universities back up the 
work of the correspondence schools and technical 
colleges by providing seminars and lectures in 
some of the provincial towns. University spon- 
sored week-end schools in country areas are in 
great demand. 

By far the greater part of the Society’s students 
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who live in the main cities, are taught in the four 
universities, the University of Auckland, Victoria 
University of Wellington, Canterbury University 
in Christchurch and Otago University in Dune- 
din, which provide courses for the Society's 
examinations as well as for their own degrees. 
` Tt is the usual thing for a clerk, seeking instruction 
for the professional examinations, and without 
any intention of taking a degree, to attend at his 
local university. А large number of the students 
in each of the university departments of account- 
ancy are ‘professional’ and not ‘degree’ students. 
Additionally, however, the degree structures 
at the universities contain subjects corresponding 
to the professional examination units. 'Thus the 
B.Com. degree at Victoria University requires 
passes in the following: 


English, or a modern foreign language, or 
Maori studies; Accounting I and II; Econ- 
omics I and II; Commercial Law I. 

Four subjects chosen from the following list, 
of which one must be either Economics ПІ 
or Accounting ИТ: Economics ПТ; Account- 
ing III; Auditing; Advanced Management 
Accounting; Commercial Law II; Arts or 
Science units provided for the degrees of 
B.A. or B.Sc. 


Students who include Accounting I, II and III, 
Commercial Law I and IJ, Economics I and 
Auditing, or any of these subjects in their 
degrees are credited therewith by the New 
Zealand Society of Accountants also, and need 
sit only the remaining units of the professional 
examinations to qualify. Not surprisingly, many 
students read for the B.Com. degree before 
completing their professional qualifications. 


Advantages of the System 


Because of the close similarity between the 
prescriptions, it has been possible for arrange- 
ments to be made for joint examining of some 
professional and degree units, the same paper 
being set for both, the examiners being selected 
from panels nominated by the Society and the 
universities. | 
'Thus, the universities are not merely a part of 
the system of education for accountancy, they are 
its main prop. About доо students registered at 
Victoria University for accountancy units in 
1961 — more than the total accountancy registra- 
tions at the English universities combined. 
From the point of view of the Society these 
educational arrangements have many advantages. 
'The close relation which exists with the univer- 


THE 
ACCOUNTANT 


February 24th, 1962 


sities grades accountancy as a learned profession. 
This confers some advantages of status. Of more 
practical moment, it ensures the recruitment of a » 
reasonable share of the best products of the " 
schools. Schoolmasters who do not expect their 
best children to go to university are unusual. 
Parents who, thirty years ago, would have 
considered it beyond their means to send their 
children to college, now regard university educa- 
tion as their right. The children themselves are 
looking for jobs with standing; for professions 
with adequate educational facilities; for the social 
opportunity which membership of a university 
brings. Át seventeen years of age the Victoria 
Rugby XV exerts a bigger pull than the Account- 
ing I classes! It would be surprising if correspond- 
ence courses did not seem a little dull by 
comparison. - 

These recruitment factors are not to be under- 
estimated. A substantially higher proportion of 
school-leavers enters the universities in New 
Zealand than in Britain. The Society could not 
afford to miss its share. 


Practitioners as University Lecturers 


From the point of view of the universities, the 
close link with the profession has many benefits. 
It brings keen and ambitious students to univer- 
sity studies. Many practising accountants take a 
share, on a part-time basis, in the teaching of the 
students, bringing with them their experience of 
practical conditions and up-to-date methods, and 
providing introductions to opportunities for the 
full-time staff and advanced students to pursue ' 
research in industry and commerce. 

Accounting research in New Zealand is co- 
ordinated and directed by a board of research ° 
upon which members of the Society and of the 
universities sit together. The universities are 
active in promoting post-graduate studies for 
qualified men. Courses ranging from full-time 
work for M.Com. and Ph.D. degrees, to week- 
end schools in electronic data processing, are 
available to members of the profession. 

‘The propriety -of accountancy as a university 
subject is no longer challenged in Мет Zealand. 
A chair of’ accountancy has been established at 
each of the four universities (they are all occupied 
by accountants) after pressure by the Society, 
supported by business and industrial organiza- 
tions. In general, accountancy is accepted in the 
universities as a proper subject for study there, 
and in the profession the universities are regarded 
as the proper place for tbe study. of accounting. 

Тће New Zealand system of education for 
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accountancy is quite strikingly different =rom 
that in England and Wales. It could hardly now 
be adopted in Britain. New Zealand is a young 
country. Although its institutions are mod*lled 
on the British pattern, they lack the rigidities of 
the cloying attachments of hiszory; the articling 
system, for instance, so fundamental to acccunt- 
ancy practice in Britain, has never taken root in 
New Zealand. The universities, too, being 
newer, are in many ways mcre ready to keep 
abreast with changes in the direction of the 
demand for learning.’ 

New Zealand’s experience of co-operation 
between the profession and the universities is 
not entirely irrelevant to possible future devel- 
opments in Britain, however. It at least illu- 
Strates some topics of current controversy in 
- England. 5 

The crude facts of university development 
rates are as true in England and Wales аз {Вет аге 
in. New Zealand. More and more young people 
are expecting, and will receive, university educa- 
tion. Аз for the New Zealand Society of Account- 
ants, so for the British professional bodies, it is 
not a matter of option. If the standard of the 
profession is to be maintained, large numbers of 
university graduates must be recruited. 

It is sometimes suggested that the increased 
flow of graduates might come rom the faculties 
of arts and science, and that it is better that 
prospective accountants read some subject cther 
than accountancy at the university. 'There is no 

.«/ reasonable doubt that а man who takes his first 
‘degree in classics, and subsequently qualifies in 
accountancy, would be better educated tham an 
accountant whose first degree is in commerce. 
- Such is the effect of learning. The more — and 
more diverse—a student's reading, the more 
mature his mind. It is also reasonable to аѕѕлте 
that a solicitor would be the better for a first 
degree in literature; a doctor might benefit from 
beginning his studies with a degree in history ; an 
architect might profit from early studies even in 
accountancy. But this is not a practical proposition 
for large numbers of students. In rare instances 
it might be achieved, but for most people lize is 
too short for the lengthy study required for 
advanced qualification in two subjects. 

One would not expect the best of the graduates 
of arts and science faculties to be drawr. to 
accounting. Not unreasonably, good science 
graduates usually become ‘scientists. Good arts 
graduates, too, have been in high demand since 
the war, and are offered many p-ospects not beset 
by the daunting necessity of professional quali- 
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fication. One can really only expect to get account- 
ants in any quantity from universities which 
teach accounting. Apples do not grow on pear 
trees. 

' It is often suggested that accounting is not a 
suitable subject for university education, and 
not infrequently it is by members of the pro- 
fession themselves that their subject is thus 
decried. Accountancy, of course, is a practical 
subject, and practical experience is essential 
before professional qualification. Yet medicine, 
law, engineering, architecture, education and 
others are equally practical, and all are estab- 
lished university disciplines. The question of 
practical experience is for the professional body 
to decide before admitting an applicant to 
membership. The task of providing the candidate 
with the education necessary to benefit from his 
experience must necessarily be delegated to a 
teaching organization. There is no reason why 
university teaching should be more, and there are 
some reasons why it might be less, ‘theoretical’ 
than correspondence course tuition. 


The Profession's Duty to the Universities 
Much argument on these topics centres on the 


‘question of what the profession can, or can not, 


get out of the universities. Little, if any, comment 
has been recorded about what duty the profession 
owes to the universities. 'The universities stand 
at the apex of the educational system. They аге 
charged with training the minds of the leaders of 
future society. It might be expected that the 
accountancy profession would expect to be an 
important force in that society, whence it might 
be argued that the profession has à responsibility 
to ensure that the significance of its subject is not 
lost in the universities. British economists are 
sometimes accused of failing to grasp the realities 
of accounting and business life. This is hardly 
surprising, considering how few of them had the 
opportunity to read accounting during their own 
degree studies, and considering the tiny account- 
ancy departments established at the British 
universities charged, among other things, with. 
making their contribution to university thought. 

The educational system of New Zealand would 
not be appropriate in Britain. Histories and 
circumstances are too different. It might ђе 
hoped, however, that one result of the delibera- 
tions following the publication of the report of . 
Мг Parker’s committee would be a realization in · 
the profession of the services the universities 
could give, and perhaps even of the duty account- 
ancy owes to the universities. 
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| Control of Overheads 


by H. H. NORCROSS, F.C.W.A. 


ISE control of overhead costs can do much 

to help.a business to face the future with 

confidence. But in this field, as in many 
others, to acquire true wisdom is not easy. Overhead 
costs tend to grow more rapidly than sales volume 
and a superficial view can suggest that radical pruning 
of overhead costs is needed. 'This may well be true, 
but the pruning of overhead costs, like the pruning 
of an apple tree, is a very skilled job. If a tree is 
pruned skilful, it becomes healthier and gives a 
better crop. If the pruning is done badly, the tree 
may be ruined. 


Factors Causing Growth of Overhead Costs 


Аз part of the trend which is leading us to higher 
productivity and a higher standard of living, there are 
a number of factors. which have caused, and will 
continue to cause, overhead costs to rise. Here are 
some of them: . | 

(1) Business units are getting larger and the larger a 
company, the greater the need for statistics and control 
procedures of various kinds. In the very small business 
the manager can see with his own eyes much that is 
going on. То be equally well informed the man who is 
running a large company needs highly developed 
management accounting services which inevitably add 
to overhead costs. 

(2) Business units are getting more complicated. In 
some of the most efficient and prosperous companies 
the management team has been so constructed that it 
comprises an astonishingly wide range of specialist 
services of various kinds. In the marketing field there 
are specialists in advertising, in market research, in 
statistics, in public relations and so on. In the produc- 
tion field are specialists in a variety of subjects such as 
quality control and ergonomics. Again, in the fields of 
financial control and long-range planning there are 
specialists in economic forecasting, management ac- 
counting, electronic data processing and so on. 

(3) Production processes are becoming more highly 
mechanized. This is significant in various ways. Higher 


capital investment is required for the machinery, and . 


the higher the investment the more important it 
becomes to keep plant fully occupied. This in turn 
means that marketing must be so organized as to feed 
the plant with the necessary volume of orders. Some 
industries are.already at the stage when those res- 
ponsible for marketing policy must think on a global 
basis rather than on a national basis. Only by doing so 
can they hope for the volume of orders which will 
make it economic to install, and operate profitably, the 
most efficient plant. This also means that the pur- 
chasing, material control and production control 
organizations must be more highly developed so as to 
ensure a steady supply of material and components 
and a steady flow of production through the plant. 
Paper presented at the British Institute of Management 
conference on ‘Planning for Maximum Profits’ held in 
London on January 11th. 


(4) Changes are taking place more rapidly. The world 
in which we live is changing more rapidly than it has 
ever done and the pace of change is going to increase. 
There have been, and there will continue to be, big 
shifts in purchasing power. Manual workers in Great 
Britain have adopted standards of living which were 
those of middle-class people before the war. This has - 
meant enormous changes in the ‘industries affected 
by these changes in living standards – in the furniture, 
washing machine, motor-car and other industries. 
Further shifts iri purchasing power and further 
changes in living standards are to be expected. These 
will involve not only shifts in purchasing power within 
our own country. There will also be big international 
shifts in purchasing power. Productivity in Japan, for 
example, has been rising so much more rapidly than 
in many other countries that her share of the world’s 
purchasing power ‚1$ growing and will continue to 
grow. Inevitably this will have an effect on the futur 
pattern of world trade. - 

Changes are, however, not only due to marketing 
factors,- they are also caused or accelerated by the 
development of new materials, new products and new 
processes. But because changes occur more rapidly 
it is necessary for a business to be equipped with the 
ability to adjust itself to changed conditions and to 
take advantage of them rather than be swamped by the 
tide of progress. And the need for change is very much 


. greater than many companies seem to realize. How 


many companies in the food industry, for example, 
yet realize the long-term implications of the revolution 
that is going on in the retail distribution of food? How 
many manufacturers and wholesalers of food products 
have yet made adequate plans to change their marketing 
methods to meet the problems of today and tomorrow? 
'To meet such problems it is necessary to increase 
overheads and to have specialist staff, and to use 
independent consultants who have skills in recognizing 
the need for changes, in planning for them, and in 
introducing changes. 

Due to these and. other factors, for a business to 
remain competitive and profitable it is inevitable 
that overhead costs should continue to rise. Some 
managers and some accountants I meet sigh nostal- 
gically for the past when their life was simpler and 
overhead costs lower. But even if we could turn the 
clock back we could only go back to the 'pick and 
shovel' era by going back to the lower standards of 
living of those times. Тћезе trends, however, should 
not be used as an excuse for waste and inefaciency in 


‘overhead expenditure. As Sir Ewart Smith has said, | 


‘High overheads are inevitable in an efficient business, V 
but high overheads are not necessarily a sign of 
efficiency’. 
Control Technique 

Waste and inefficiency in overhead expenditure can 
creep into a business slowly and almost imperceptibly 
and systems of overhead control should be based on a 
clear understanding of this. I would put in a strong 
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plea for fairly highly developed methods of budgetary 
control of overheads. The accountancy me-hods 
should be so designed as to make this possible. We 
q need appropriate information about overhead costs 
"and we need it frequently and promptly. 

The total overhead’ costs of a business can be 
considered as а cube. If we slice the cube ir one 
direction we get the overhead costs analysed as 
between the sources of overheads—as between 
indirect wages, salaries, electricity and 36 on. If we 
slice the cube in another direction we see how the 
overheads relate to the various departments and 
functions of the business. For overhead control io be 
effective, particularly in the larger companies, some 
delegation of control is essential and this second 
‘slicing’ is an aid to this. If we slice the cube ia the 
third direction we see an assessment of the overhead 
costs of the various products. Management account- 
ing should be so planned that overhead costs czn be 

dissected in these three ways, but it is of zreat 
importance that those who are responsible for 
organizing the management accounting should realize 
that they are ‘living in a glass house’. The main 
purpose of management accounting is to stimulate 
other departments to greater efficiency. So, it is 
important for the management accounting deoart- 
ment to set a good example and not only provide an 
adequate service but also adopt efficient methods in 
its own office. 


Setting and Challenging Overhead Budgets 
Flexible budgetary control has much to commend 
it. Under this system a basic overhead budget is set 
for, say, a year in advance. This basic budget is 
related to the anticipated volume of sales and prcduc- 
tion for the year. The budget plan also inchudes 

'*. provision for adjusting the overhead budget, up or 


down, if the actual level of activity is higher or lower . 


than the level on which the basic budget was set. The 
application of this pattern of thinking must be made 

* with judgment. The degree of adjustment required 
in the budget will vary from item to item. Salaries, 
for example, would be less affected than indirect 
material by a change in volume. 

Regular reports are then issued to various levels of 
management, These show the actual overheads and 
may compare them with 

(a) past periods; 

(b) basic budget; 

(c) adjusted budget; 

(d) lowest previous costs. 

Successful use of control methods of this type 

zdemands that the line managers should fully under- 
stand the information which is fed to them and зГоша 
be cost conscious in the true sense of the term. This is 
primarily a matter of developing the right att tude 
of mind amongst these people; a determinaticn to 
spend money wisely. 

One of the essentials of an effective overhead control 
system is the comparison of the cost of each overhead 
item with a budget of what that cost ought to be. 
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Sometimes a sensible and usable budget can be 
set by relatively simple methods. The underlying 
pattern of thinking can be illustrated quite easily. 
І have, on a number of occasions, referred to what I 
call ‘the wash-leather test’. Anyone who has used a 
wash-leather in washing a motor-car will appreciate 
that it can be used many times before it needs to be 
replaced. Relatively simple tests will show that one 
leather should be able to be used for, say, forty times 
before it needs to be replaced. Any company with a 
fleet of vehicles can, from this information, set a 
simple budget for the usage of wash-leathers. If it has 
fifty cars which are each washed on average forty 
times a year, it should use about fifty wash-leathers a 
year. I suggest you apply this *wash-leather test’ in 
your own companies. You are probably in for a 
shock. Wash-leathers are useful for other things 
apart from washing the company's cars! Men are 
not likely to.be so careful with the company's wash- 
leathers as with those they have bought for their 
own use at home! If this simple test suggests, for 


'example, that the annual expenditure on wash- 


leathers could be cut by over 5o per cent, what scope 
for economy exists in the remainder of the overheads? 

"The extension of this pattern of thinking into 
other overhead items can, however, be a very much 
more complicated affair. What, for example, should 
the budget be for the cost of the grinding wheels 
used in an engineering business? Here we run into 
the study of a whole range of variables. The size, 
shape, grit and grade of the grinding wheels to 
be used; the supervision, selection and training 
of grinding machine operators; the selection of 
the optimum running speed; the determination of the 
optimum frequency for ‘dressing’ the wheel; the 
planning of production in such a way that grinding 
wheels do not have to be removed from the grinding 
machines until their useful life has been exhausted; 
the decision as to how much metal to remove by 
grinding and how much to remove in earlier opera- 
tions. Índeed, the range of variables may be so 
great, and the technical problems so complex, that 
it may be highly profitable to use both a skilled 
production engineer and a statistician to discover 
the scope for economy, to advise on the optimum 
methods of operating, and to set an appropriate 
budget. 

But it is clearly undesirable to apply continuously 
to all overhead items a programme of study to this 
depth to discover the optimum expenditure. Some 
items in the overhead budget are more appropriately 
set by more rule of thumb methods. I see no objection 
to some budget items being set on the basis, ‘Let us 
try to reduce this item by ro per cent next year. At 
the end of the year, let us review our experience and 
décide whether to set budgets for future years on a 
somewhat more scientific basis’. 

I do, however, favour a ‘moving spotlight’ method 
of approach to the study of overheads. For some 
period of time, say six to twelve months, special 
study may be given to indirect labour costs. The line 


228 


managers, the work study department and the 
management accounting department may, for this 
period.of special study, devote an abnormally high 
proportion of their time to examining indirect labour 
costs, discovering scope for economy, and revising 
the overhead budgets in the light of their fresh 
knowledge and experience. The ‘moving spotlight’ 
may then move on to some other item such as, for . 
example, the cost of scrap and waste. All or most 
of the items in the overhead budget should be probed 
‘dnd challenged in turn in that way. 


Work for a Study Group 

Particularly in a large, complex organization, this 
task of probing and challenging items in the overhead 
budget may be beyond the capacity of any one man 
or even any one department. Sometimes there is 
much to be said for setting up a special study group 
to deal with some aspect of the problem. The study 
of indirect labour costs may, for example, lead into a 
number of different fields — factory layout, material 
handling methods, methods of recruiting, training 
and paying indirect labour, and even perhaps into 
the field of product design and rationalization. A 
study group established to probe into indirect labour 
costs should, therefore, be given appropriate terms 
of reference — not so narrow as to miss the oppor- 
tunities for economy which may only come from big 
thinking, and not so wide that the study group fails 
to make effective progress. 

It is of great importance that the control of over- 
heads should not be blind or clumsy. I have, unfortu- 
nately, seen many cases where overhead contro] has 
been applied badly on a ‘penny wise and pound foolish’ - 
basis. This is very likely to happen when the people 
responsible for the details of the overhead control 
system are unaware of some important aspect of 
company policy or do not appreciate its significance. 
-'True economy is not merely a narrow-minded 
refusal to spend money. It involves not only the 
avoidance of waste but also imaginative and creative 
expenditure on services which add to a company's 
long-term prosperity. This in turn requires that the 
` control of overhead costs should be based on, and 
geared to, company policy. | 

А company may have evolved at board level а bold 
plan for expanding total output and increasing the 
company's share of the total market. This plan may 
involve increasing aggregate sales at a compound 
rate exceeding 30 per cent a year. Production and 
marketing arrangements may have been co-ordinated 
to this overall objective but its achievement may be 
prevented or delayed if the people responsible for the 
control of overheads do not appreciate that the purse 
Strings must be temporarily loosened to enable this 
rapid expansion to take place. Abnormally high 
training costs may have to be incurred to train the 
additional labour; the marketing budget, both as a 
cost per year and as a cost per unit of sale, may have 
to be greatly increased; and these increases in training 
and marketing costs may be a small price to pay for 
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the increase in total profits which the plan will yield. 
Sound control, then, requires that it be geared to the 
overall policy. It also requires an appreciation that 
on some occasions the cost of achieving something, 
although abnormally high, may be less than the cost 
of failing to achieve it. . 

It does not necessarily follow that the items which 
form the largest proportion of total cost should be. 
given the lion's share of management's attention. For 
example, I know companies where direct material 
costs loom very large and yet the scope for economy 
through material substitution, better buying and 
better material utilization is not very great. It has 
been my experience, however, that most companies 
find it profitable to give even more attention to the 
study and control of overheads than would appear 
desirable from the proportion which overheads bear 
to total costs. Even, for example, in a business where: 
material costs are over 80 per cent of total costs and 


overheads only 15 per cent, it may still be desirable > 


to give more attention to the control of overheads 
than to the control of material. 

But as overheads tend to form a bigger and bigger 
proportion of our total costs — and the general trend 
18 towards reducing direct labour costs and increasing 
overheads — then the study arid control of overheads 
which is already important will become even more 
important. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or FEBRUARY 26TH, 1887 


Extract from a paper entitled ‘Defalcations, and 
how to prevent them’, by F. R. Goddard, Е.С.А. 


The great desideratum to be aimed at both by’ 
principals and clerks is to obtain all the informa- 
tion requisite to make an audit thorough and 
complete, and at the same time to obtain this 
information in such a manner as not to fret or 
irritate those with whom they are brought into 
contact. They should also endeavour so to go 
about their work as not to leave on the minds of 
the persons whose accounts they are examining 
the feeling that they are in any мау pariahs or 
suspects. In fact, an Auditor’s clerk, if he will 
but recognise the fact, ought to be a diplomatist. 

In taking a retrospective view of cases where 
losses and troubles have arisen, I think it could 
be proved that in nine cases out of ten it has 

. been solely the carelessness and want of accuracy 
of clerks engaged upon the work, which have 
afforded the loophole to fraud. In many cases, 
clerks to my knowledge have allowed to pass, on 
the most trivial explanation, transactions which 
bore on the fzce of them the evidence either of 
fraud or of deceit. 

If the younger and rising members of our 
profession will také these remarks seriously to' 
heart, they will find that not oaly will it benefit 
them from a financial or salaried point of view, 
but what is more important still, it will add 
materially to their advancement and promotion 
in the profession. . . . j 
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. Weekly Notes 


COST ACCOUNTANTS' EXAMINATIONS 


N the December 1961 examinations of Тће 

Institute of Cost and Works Accountants, a total 
of 1,923 candidates sat for the whole or part ој the- 
Final examination. Of these, 339 successfully сот- 
pleted the examination; 66 passed Part A only, and 
338 passed Part B only. 

Mr G. C. W. Klage, of London, gained First 
Place and was awarded the S. Laurence Gill Prize. 
'The Leverhulme Prize for Advanced Cost Account- 
ancy was won by Mr Donald Warboys, of Leeds, and 
the Donald L. Moran Prize for Management (Fectory 
and Distribution) was won by Mr William Spicer, 
of Gourock, Renfrewshire. 

In the Intermediate examination there were 3,182 
candidates, of whom 74 passed Parts I and II; 
408 completed their Intermediate by passing Part II, 
and 637 passed Part I only. The First Place and 
George Russell Memorial Prize were won b- Mr 
P. N. Wickranasuriya, of London. 

The names of the successful candidates who 
completed the Final examination, together with a 
full summary of results, appear elsewhere ir this 
issue, ^ 


SIZE AND EFFICIENCY 


REPORT was published this week called 
‘Efficiency Comparisons within Large Organiza- 
tions’ under the joint auspices of the British Ins-itute 
of Management and the Centre for Interfirm Com- 
parison. The report is the result of the setting 1р by 
seven large companies of a special research study 
group which met under B.I.M. auspices. The -om- 
panies were as follows: Distillers Co Ltd; Shell 
Petroleum Co Ltd; Tube Investments Ltd; Metal 
Box Co Ltd; The Bowater Paper Corporation Ltd; 
Imperial Chemical Industries Ltd; and Courtaulds 
Ltd. There is a faint touch of irony at present in the 
appearance of both Courtaulds and І.С.І. in a 
research undertaking calling for mutual co-operztion. 
'The object of the group was to discover a méans of 
encouraging each section of large companies to edopt 
new ideas and improved techniques which had 
proved their value in other sections of the company. 


— The conclusion of the report is that the *use cf ef- 
~ ficiency comparisons’ between the operating units of a 


large concern is a most effective way of doing this. 
The idea is clearly a development of a conception 
of interfirm comparisons which has received so rauch 
attention in the last year or two. 

The report suggests that efficiency comparisons 
should cover returns on capital, profits, costs, use of 


1 Price 175 6d from the British Institute of Management . 
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assets, productivity and the factors affecting these 
different headings. Тће booklet gives a detailed 
analysis of these factors and indicates the correspond- 
ing ‘control’ figures which should be compared. The 
report goes on to say that as well as providing an 
efficiency control scheme for big companies, the 
techniques can be used for relatively small ones. 
'The basic idea is to apply the ratio techniques . 
already widely acceptable by forward-looking manage- 
ments to help in defining and measuring the “concept ` 
of efficiency". There is clearly a need for standardiza- 
tion of definitions within the organizations adopting 
such comparative techniques and the booklet deals 
with these problems as well. 


ADVICE FROM THE PROFESSIONS 


PROPOSAL for the overhaul of Government 

structure to give professional men a direct voice 
in government was advocated this week by Mr А. M. 
Holbein, chairman of the Educational Policy Com- 
mittee of the City and Guilds of London Institute. 
He was giving the first of three Cantor lectures on 
the influence of the professions on economic life 
before the Royal Society of Arts. 

He said that practitioners of science and technology 
should take part in the preparation of such policy. 
It was not sufficient to have only a few advisors 
attached to Government departments. He thought 
that a supra-organization of professional bodies able 
to impress upon the Government and the public 
alike the collective views of the professions should 
be established. 

Mr Holbein was speaking mainly in terms of the 
engineer but the idea will have some appeal in all 
professions since it gives particular weight to the 
influence of the expert. 

The idea is a somewhat revolutionary one. It pre- 
supposes not only that all professional men and 
organizations have the time, inclination or capacity to 
formulate opinions on matters of high policy but that 
they can formulate a view to which all of the bodies 
concerned can subscribe. This in itself would be no 
mean attainment. The amount of time and committee 
work involved would, however, be enormous. Beyond 
the problem of getting a common viewpoint from all 
professions, is the problem of persuading those in 
power that an expert can take a: broad and balanced 
view because he is an expert. This proposition is by 
no means self-evident. While there would be agree- 
ment in all professions that specialized and expert 
knowledge and experience provide a basis in giving 
a professional view, most professional men would 
agree that their professional background is only an 
essential starting point, intellectual discipline or 
body of knowledge which helps them to acquire a 
broader view when they reach the higher echelons of ' 
professional and management work. .. 

The second of the three Cantor lectures is to 
be given today (Saturday) on "The scientific pro- 
fessions’, and the third on ‘The Commercial 
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professions’ will be delivered by Mr A. H. Ensor, a 
director of Lloyds Bank, on March sth. Tickets of 
admission may be obtained from the Secretary of 
-the Royal Society of Arts. 


SHIPPING AND THE COMMON MARKET 


Е possibility of concerted action against flag 
discrimination is ventilated in the annual report 
of the United Kingdom Chamber of Shipping 
published this week. Having lost any hopes it had of 
the United Kingdom Government being able to make 
an effective protest alone, it sees some hope of success 
in the European Common Market. 

If Scandinavia were to come into the E.C.M. along 
with Britain (bringing with them the substantial 
mercantile marine of Sweden, Norway and Denmark) 
the Chamber thinks an effective protest could be 
organized. Altogether this would bring in thirteen 
maritime nations to speak with one voice on the 
subject. А | 

In a debate in the House of Commons last week, 
the Minister of Transport said that proposals had 
been worked out for combined action by European 
shipping nations against United States Governmental 
interference with foreign shipping operations. The 
United States practises flag discrimination while 
refusing to allow other countries to apply discrimina- 
tion against United States shipping. The proposals 
for concerted European action are to be placed before 
a conference in. London on March 7th of the mari- 
time.powers concerned, ° 


LOSING CONFIDENCE MORE SLOWLY 


Т latest inquiry on business sentiment pub- 
lished last week by the Federation of British 
Industries showed that those replying to the question- 
naire were less optimistic about the business situation 
than they were four months ago, though they felt 
less strongly about this on balance than on the last 
occasion. For the first time since October 1958 more 
firms reported a fall in output than an increase and 
consistent with this has been a further increase in 
the number of firms reporting that they are working 
below full capacity with an easier labour supply. On 
the other hand there are signs of an improvement 
bs in performance and prospects of the export 
trade; 

A continued fall in investment intentions is 
showed by replies to questions on authorizations of 
expenditure on buildings and on plant and machinery. 
Of those reporting a change in investment intentions 
there was a balance of 28 per cent in the case of 
buildings saying that they expected to authorize less 
expenditure in the next twelve months than in the 
previous year. In the case of machinery there was a 
balance of 16 per cent in the same direction. For 
the first time since the middle of 1959 industrial 
stocks are being run down. Twenty-nine per cent of 
firms report that stocks of raw materials have dropped 
over the past four months and 21 per cent that they 
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have increased. The same trend is apparent in work 
in progress but stocks of finished goods appear to 
have continued to increase. 

There is continuing evidence that costs have 
continued to rise and 54 per cent of the replies report — 
that profit margins are lower. In general, shortages 
of orders or sales are now the main hindrance to an 
expansion in output. Despite the rise in costs more 
firms report a fall rather than an increase in the level 
of prices at which export orders have been booked 
in the past four months but prices compared with 
those of competitors abroad continue to be the main ` 
factor limiting · expert business. Тһе continental 
markets appear to be more buoyant than other 
export markets. | 6 


WIDER E.C.G.D. COVER 


"T was announced on Monday that an additional 

facility is being cffered by the Export Credits 
Guarantee Department to policyholders selling on 
three or more years' credit. 

The percentage of the price covered by E.C.G.D. 
has beeri progressively raised to the présent level of 
between 85 and 95 per cent, and already compares 
favourably with that offered by any credit insurer 
overseas. Jn future this percentage may be increased 
to the full roo per cent on insured transactions 
involving three or more years' credit once they have 
run satisfactorily for two years from date of accept- 
ance. 'This will apply to existing or future contracts, 
whether covered urder comprehensive or specific 
policies. : А . 

No charge will be made for the extra cover, and 
the endorsements extending the cover will be issued 
at E.C.G.D.'s discretion at the two-year point. It is 
intended to provide the facility — to be known as the ; 
Full Percentage Facility — wherever E.C.G.D.'s ex- *2 
perience is satisfactory up to that point, both in the 
relations between buyer and seller and in the Depart- 
ment's general experience in the market concerned. 
In such cases the exporter will be sure of receiving ` 
payment in full, provided that he plays his part in 
any necessary recovery action if things do go wrong. 
Markets for which E.C.G.D. is withholding cover 
on new business or is operating a specially-reduced 
percentage of cover will be excluded. 

It is anticipated that this new facility will be of 
assistance to exporters obliged to sell on lengthy 
credit terms, more particularly if they are somewhat 
pressed for finance. Its application in a particular case 
will depend, of course, on the form of the arrange- 
ments between the individual exporter and his bank 
for the finance of such business. pes 


CUT IN B.E.A. SERVICES 


RITISH EUROPEAN AIRWAYS anticipate 
losses on certain routes owing to the increased 
competition from British independent airlines. 
Services to Budapest, Belgrade and Corsica will be 
affected. On internal lines the frequency of certain 
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Scottish routes will be reduced, though this wil not 
mean а fall in the capacity available. Orkney, Shetand 
and North of Scotland will be the main areas affected. 
— There is a certain time lag in all this. The iade- 
pendent services cannot start until April rst, 1963, 
and they are in any case subject to appeal by B.Z.A. 
If B.E.A.’s appeal against the licences given to inde- 
pendent airlines is successful, it will be prepared to 
reconsider its decision but this reconsideration cannot 
take effect during the summer of 1962. 

If these subsidized services in Scotland are redaced 
the Corporation will be writing off an investment of 


— 
ACCOUNTANT 


231 


about £3 million. There is bound to be an outcry 
about the cut in the frequency of services in the 
Highlands, but it may be more to the point in the 
long run that competition between the public cor- 
poration and independent lines may offer a better 
and cheaper air service between industrial centres 
in this country and between these centres and corre- 
sponding centres on the Continent. The. Toothill 
report on the economic development of Scotland laid 
great stress on the need to improve communica- 
tions between the industrial areas of Scotland and 
those in England and the Continent. 





This is M» Life... 


by An Industrious Accountant 


CHAPTER 112 


Y old friend George came to my office last week. 

George, it may be remembered, was the able 
chief accountant who at the ripe age of 47 found him- 
self summarily sacked from his post because he and 
the new chairman were temperamentally incom- 
patible. It happens more often than is commonly 
supposed. Most experienced chief accountants zre at 
least as able and keen as their job requires, ani are 
rarely faulted under this heading. They run a far 
greater risk of disaster due to personality friction. 
In this case, George's quick reactions and alert 
energy fell foul of a slow-minded, jealousy-prone 


| _ introvert. The axe fell ruthlessly; he was out at amost 


` a moment's notice. The chairman probably cidn’t 
realize how murderous a sudden dismissal can prove. 
George had it tough. The cheque in lieu covered 
his financial worries fairly adequately; it was the 
mental strain that wore him down. He first called 
round to talk to his business friends, and they 
encouraged him breezily: ‘Nothing quite in you- line 
just at the moment, of course; don't find top-level 
jobs growing on every tree, you know, but it shou ldn’t 
be long.’ They all promised they'd keep their eyes 
skinned for him, make inquiries, pass the word 
around. ‘Best of luck now, old chap, good hunzing.’ 
His morale had been shaken somewhat; the encourage- 
ment was fine; he was to need it as time went on.. 
He studied the advertisements, too. 'The leading 
Sunday newspapers had impressive vacancies, though 
-Я sales and production types took priority; however, 
there were a few financial controllers and accourtants 
wanted. The Accountant, too, had several pages of 
vacancies; he wrote hopefully. An epitome o£ the 
imposing record of his career was appended to each 
letter; his achievements were undoubted; he Icoked 
a good bet. The trouble was that ‘date of birth’ item. 
Should he put it in early and perhaps torped5 his 
chances right away? Or later, having made a рге- 


liminary good impression? You see, most of these 


adverts said 'age 35-40 preferred' some even 


mentioned 43 as the upper limit; попе. looked for a 
senile 47. ... 

'The days went by. Many of his applications were 
acknowledged with courteous regrets, some few went 
unanswered; the age figure was the stumbling block. 
His friends contacted him with suggestions about 
rumours of various impending vacancies; none of 
these materialized. In each case a good understudy 
had been trained up already. George's grin was 
becoming a little haggard. | 

The weeks went by. He had interviews where he 
was promised consideration later, but which led 
nowhere. Тће postman's daily delivery became ап 
ordeal as he sifted the letters under his wife's gaze. 
She smiled bravely, but her face looked strained . . . 
‘No, darling, nothing this time.’ He didn't seem to 
see a lot of his old associates these days. Some of 
them didn't stop when they met, either, they just 
waved; they found it easier that way. He stopped less 
often himself; it wasn't very pleasant. ... 

I brought him in to talk to our own personnel 
director, but there was no easy answer. There was 
simply no vacancy at anything like his level. True, he 
had received some low-grade offers; but George 
wasn't keen on taking too junior a post; as he said, 
it was hardly fair to employers when he fully intended 
to leave for something better soon . . . or fairly soon. 
He mightn't have much option before long. Money 
was getting tight. Being completely out of a job was a 
disastrous handicap; it carried a stigma in strangers' 
eyes and every week made it worse. ‘Pension com- 
plications, you know, old chap . . . not quite fair to 
our present staff . . . nearly 48, eh? H'm.' Two senior 
interviewers 1 know told me bluntly that if George 
was appointed he'd be a potential rival for their own 
jobs; self-preservation was the first law of nature. 
Soon he was looking more than his age; hope deferred 
maketh the heart sick. ; 

Now, however, things have changed, he told me, 
and he's more cheerful. He's landed a good job at 
last. Though, as he said, it's a pity it had to be so far 
abroad; but 48, he remarked philosophically, is 
apparently too old to start again at home. 
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Finance and 
Commerce 
A.B.E. 


HIS week's reprint is from the first accounts ‘of 

Associated British Engineering Ltd to be issued 
since the appointment to the board on June sth, 1961, 
of Mr 5. В. Hogg, D.S.O., M.C., F.C.A., who was at 
once made chairman. The accounts, it will be noted, 
are to March 31st, 1961, the annual meeting at which 
they were presented being held on February 14, 
last. The board regrets the delay which, Mr Hogg 
explains, was occasioned entirely by the need to deal 
with a number of complicated matters arising from 
the reorganization. 

“It will be understood', he says, 'that to present 
accounts in which many matters still required to be 
adjusted and finalized to march in line with the actual 
current position would have been of little value and 
might well have, in fact, been misleading.' The 
delays and the reasons for them have been reported 
by the company's solicitors to the Board of Ттаде. 

Ап idea of the difficulties is conveyed by one of 
Mr Hogg's references to Free Piston Engine Co Ltd, 
a member of the A.B.E. Group. The financial position 
of A.B.E. was complicated by an unagreed current 
account with Free Piston for work done, partly 
unpaid. This has now been taken care of in the 
reorganization and as regards the amount of the items 
in dispute, both companies have agreed to accept 
Mr Hogg's decision. ‘I am accordingly engaged in an 
arbitration, Mr Hogg says. 


Minimum of Loss 

Apart from the general reorganization of the group, 
Mr Hogg's particular concern is to ‘extricate the Free 
Piston Engine Co from the present unsatisfactory 
position with a minimum of loss'. Free Piston holds 
patent rights under a licence granted by a United 
Kingdom company which, in turn, holds them from a 
French company. But, says Mr Hogg, 'the way of the 
pioneer is always hard’. There were neither the 
resources, technical skill nor experienced staff to cope 
with early troubles. 

Free Piston's principal outstanding business is a 
contract, approaching [2 million, involving the supply 
of a 36-megawatt electricity generating plant for a 
Singapore power station —the largest free piston 
installation in the world. "Technical difficulties have 
become immense' and it is from this position that 
Mr Hogg is endeavouring to extricate the company. 

Losses “taken care of', he points out, amount to 
£248,748. "Ihese losses really arise because the 
acquisition of manufacturing and installation tech- 
niques has proved more costly than was anticipated, 
and design changes have seriously. delayed the 
completion of the contract.” What the final loss will 
be must, of.course, await events. 
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Reorganization 

Action in the reorganization has included the recent 
sale of the company’s holding of 200,000 7 per cent 
preference shares in Henry Meadows Ltd for £/40,0co " 
cash. These shares stood in the accounts at ий but 
‘in order that the balance sheet may be as up to date 
as possible, credit has been taken by revaluing the 
investment at £40,000, since converted into cash’. 

Further action to keep the company afloat was the 
recent public offer of the preference and ordinary 
shares of The Bergius-Kelvin Co Ltd, 'in every 
respect a sound and profitable undertaking' — with 
priority for Associated British shareholders in the 
allotment. This brought £300,000 into the coffers 
of the parent company and the money has provided 
working capital for other subsidiaries or has enabled 
them to meet liabilities which had to be paid to keep 
them in business. It has also provided a reserve for 
interest and parent day-to-day running. 

What of the future? ‘As I see it,’ says Mr Hogg, ‘in * 
about eight months’ time, when some assessment 
can be made as to the profits which may be expected 
for 1962-63 onward, in total, from the group, and in 
detail as to dividends which could be paid to the 
parent company by the subsidiaries, it is contem- 
plated that there should be a scheme of arrangement, 
writing down the ordinary capital from 5s units to, 
say, 25 or 25 6d units, this being the only way in which 
the issued share capital can be brought into line with 
the capital actually employed in the group.’ 


Woolworth Turnover 

ul rss for the year proved to be a new 
record in the history of the company', states 

Mr F. I. Chaplin, new chairman of F. W. Woolworth 

& Co Ltd. What the figure was, however, is not. 

stated. This defect gave one of the national dailies its w 

main City column headline for the day. Comparison 

was made with other leading companies that do 

provide a sales figure and, not least, with the Ameri- 

can Woolworth parent. 

It does look rather curious to see the president 
and executive vice-president of the American Wool- 
worth on this board giving approval to accounts 
which in their own country positively would not do. 
Maybe it is a case of when in Britain, doing as 
Britain does. Many British companies, however, are 
taking the initiative in publishing sales figures, 
among them, Marks & Spencer. It ill becomes 
Woolworth to be out of the running. 

Mr Chaplin remarks on the presentation of the 
consolidated profit and loss account this year in 
columnar form. He hopes that ‘this more simple. 
way of showing the various figures will appeal to 
you'. The first consideration in company reporting 
is tlie extent of the information provided and there is 
now not the slightest doubt that the public mind 
in the world of investment expects a turnover figure. 
As with other accounting advances which this journal 
has encouraged and recorded, the commonplace 
publication of turnover figures will come. 


THE 
ACCOUNTANT 


233 


February 24th, 1962 
















































































Š Ë FE0'60/7 T i d U^ D 5507 LAN ачпомо P617 (20024) 
915'19 | 88642 — .(elqoZoq) 
: sss и: ss x MONEXEL $22529^0 :5597 £08 (ppo) 
MOTI [2:14 (гора) 
‘ ЕВЕ CU Lc ** poJrnbau ло8иој ou 5401514044 cet (ssoj) 
LELET  e|qeAzd saunoury 552] 9[qu19A029 хеј 9024] 100'0Е (2192424) 
~ ојдезолозој UOIEXE] :5527 
OSS'OLL Ы МУ Pa Е ** uopexe| олојад sso] dno4r) Z8Z'6E (уч) 
1927] 2329 uo Зимездде г2300 эцз цим uonsun[uoo и! реза IQ 03 әзе Z pue | S3U9UI92035—:210N. аси £60'I£1 
960 “° => iis PAAY Əuto5u| зизша ли :5597 иг 
Ë у (24 | мес! f 
р 0585 spung uojàenuueJodns $440AA pue ges оз suonnqrauo) 262“ m 
— ' ој 000'4! `° ri ЫЫ ** 2035 ueoq рәгп>әзир uo 3524234] 000'$1 
£9£'F1£7 ' ЕРУ (Шола) 67918 686'18 
ESZ'ETI ui "to зцоја— за џедшод Kavipisqns :5527 ЕС coz `` .. .. 534814 Зизапзоејпџејј pue sauə1ed 008'1 
9Il'üyg 77 77 77 asoapy—Auedwoo Зшрюн — épDEp —— QUod) 19054 7 “239 'sopIuoA 'auouidmbg “зәшцэеу pue зи £p - 
1961 Чэлер ISIE "равалој рајалво o»uv[ug әзләлру i 65801 '* 77 зарипа pue pue р|оцэзеэ1 put рјоцао4 910%1 
49137129492 40) suo!tsIAQ1d 
481'6 0961 '19quie3dos 430 оз леэА-Дец 993 40) 3122 Jad 9 Ie 954243}914 — $/£'81 (24) . —— — 
(£ 930N) хед euro2u| 5591 pred риорм!а 186'927 91717 
х ‘ — oost ** — 229jO 9^nin2ax3 jo sso} 
јој $40329. 03 чозезиодшо5 
QLI'SOE “° њи a i us pA °°  e»ue[eg osioAp yw 87824 (воза) SS@'S Sipel: 7 "` зувешпјоше Јәцзо 
pum ртіп} MAWMARPUPII 
PEO'60Z .. .. .. 1 3424123236 јод вод 40) 5507 39N dno4t) #67'11 (2024) oor zc Е "m ** $93j Аитдшогу 
Sutppjog—siuswnjou3 ,5403224!(] 
1115 140° = ** џошелеипшам „ломрљу 
858'Е0У #28" 191 60b'593 80:67  '"* ** 359193] 19130 pue Jurg 
000'0Z1 27 we же и BÉ a E i >” sued я 1961 0961 
"шоо 352484 JO 9A4953M [249435 шолу po44ajsue4) 3unotuv 00057 n 
су "^ +" (| 30№) әлләѕәң Iu91deƏ шолу p344ojsue43 зипошу — g£6z'6p9 $4£'6913 (уола) 
LIC99E о" ` `` (9p6'E17 uonelpsidəp 
Зирпјэш) suoisiAO4Qq pue sesso jeuondoe»x3 PO — 
Ва 725'9!! Вук, `° "prt Auedwiod əu!šug в03514 2244 343 Jo 595507 89/79 
selill `° .. És m .. T səlueduuop KuvipisqnS 22216 BCEVE UU tt ui ** 4t94 94} лоу $34044 559| 59550] £FI'Szz (2024) 
вУСЕР 2 i Е Е " Е "7 Айвашоо зон сви зони paou әѕоцз Zuipnpui səsuədxə Zuliow це Sul 
0961 I4d 3s] p4£440j 3481049 səsue (eg •Злеца зәзје dnoac) 943 jo 534044} Bupe L 5531 $95507 3u!pe: r 
7 3 3 3 3 
0961 0961 
зимуаноз AwYVIQISgqnS SLI аму азил ONTHOISNISN3 HSLLIHS GALVIDOSSV 
134919335 1961 Чоо 381g papua зогА әд 20} 1961 '"up1Dj4 35]E popuo paf эцз 20] | зиашәзезб 


LNNODSV NOILVIHdOWdV аззуалозмоз 


1Nn0O22V 5501 ANV шазона аалуапозмоз 


l Ба 


February 24th, 1962 


THE 
ACCOUNTANT 


234 






























































Á < А : "E X 
967] 2258 uo Zurizodde sogo 943 Чим uonounfuos ut pess э9 pjnous 399456 esuejeg SIYL—3LON 
NS DU y À ` 
Bl 'SEL'EF 191027 *8l'SEZ'€7 [3544.2 
enc SUY S NIMO , Zéz'o60"z FE8'E88 I 
5950M ‘У ‘$ * 60» "О а У n st 25 siqedeg 5118 481 
. . Mer .. .. .. Tm .. ** uopoxoy wenn — 87685 
peog 243 jo j[eusq чо 82561 T m .. m .. ** suojsisoug Aapung 128%1 
— ia T +, Kupdwo^ poiDI20ssy 0) эпр дипошу 02158! 
Ра z cce'el ee 532€.3U07) JO 3uno22? uo 53150424 ,54203515 ¿seol 
алеја 50760: . п TTT TE заомрзар зао Рив APRIL — 2064 
800'6! = e pueH ш useƏ pue sJexueg зе sa»xue[eg 899'1€ ли xx + => = ve ** редпрофчивој >blIyFi,nzg'6Z 
LUNE 5 Бо ИЗ ^ ** ©]92л(әзәу 5118 [304 58%+80"1 AM т e p x ue -- (рәлпәз 
615'61 xt = "* s 9|qeJ3A0229 хеј 91024] — 86L'0E7—096| :poinoos 6/9'9877) SYIPIAO 4u*Q > 566'558 
tsp'948 ud ** .— гугошАсдоја pug 32039э зачу 'eptaJ. URE UPS ISNOISIAOUd аму S3l.LI118VI1 LN3utuno 
O6TELLT 908'201"% * 000'00= vLly961 oO LS NYO GSYNDASNN LN3O uid S. 000'00€ 
£9s'stt EX я зипозоу uo p9ƏA!9294 $зцэшАед :5591 176'592. 
658'866'1 in s es ss ** апјел a]qestjtas 320 
pue 3502 jO 43M0] 93 3? 55943044 Ш »JOAA put 32015 ¿z Z'g9g“z ` 0sz'es ** 79/1961 'NOLLVX VIL 341103 ЧО HAN3S3H 05882 
` tsL3SSV INaWHno 
289'970' у 960141 469'5801 4170969 
SELLS. ЕЕ £9£'F1£ 1uno2oy sso" рит 3034 uo озмтјец эз2э^руу PNPA — 
000'009'1 ZZb'096'l 
#70'9! oO UNM SIUNOWE $59] 35025 18 'soJeus розопбић £65'sz 
000'0» aie ** pezi[eo4 22015 3unoure зе (po3onbup1) apa — — me me РА St `° 54024 poxopidoaddour СРЕ 
1 ut `". .. Е .. .. .. eo. lose’? | РА . .. .. `. of oe ee aasasay 2329 600'021 
—0961 :08£'£7 әпјед за) 3505 зе (рэзопО) apes, EZ ` :эпиолэу 
tsyuəuuqsəAu| a! p. es 5 v zs t (1 aon) теме — $5098 
| :53А93599 
056'896 069°911"1 , 
766 ai ** SZULI pue $41933е4 ‘$|09} *3ugid 95007 690 
Я О i U + it js 
[АДА] s 5$ "o S343ry Sujanioejnuep| pue 5309364 7092! 000'0091 ^ 000'000'77 000'009"1 
we cC 7 T B i ** Junony uo защ Ао Sir's 000'001*1 000'05% | и е PEU "sun “sg “4203$ Аеро 000'001"1 
6CE'60£ $2|214ЭА 20304 рие 3uəouidinbg 'Алэитрен put зи 4 109'69Е У 000'005 000'054 ** вуџп [$ 4293$ 92u9J3jeJd зајзејпшпо 3492 4999 000'005 
069'ct9 "A **s3ujpjing pue pue] pjouases] pue pjouoo.4 #01'569 ‚азии ONI 
(S зиәшәзезс̧ ut рэзмециии se) 238 ера *Sjj40 AA "H3HNIONS нашна GALVIDOSSY 10. 1IVLId VO 
| ` звлаззу AIXI 7 2 z 
z z 3 piod 4jjn — резмоцту 096! 
0961 pue panes ° 


- — ac А 


5зимучиоо AYVIGISENS SLI аму азил оммазмома HsSlllud а34\1205$У 1961 “4245 35| 30 sp 


давно аомутув азлуалозмоз Є 3029335 


THE 
ACCOUNTANT 


235 


February 24th, 1962 


t 
150'5%2'17 


|е У 


0Z9'SZl 





166"1 
1911 
100 


SyO'£S 





. veel 


ИА 


9E£'9yS'1 





6151» 


S16'£96'l 
910 





oca'szi 
61881 


. '[o£c];o3ed uo Зијагодде so1op 243 uit uonsun[uo» u) реза oq рјпоц5 3924$ озџеје4 $141 ILON 











549'5p£'73 
9z6'6ç 

s= xx ** pueg ut ušeƏ pue sJexueg зе so»uefeg — $19'IZ 

wx hes vé es ** ојдезолозој хеј ошозир  226%Е 

.. ee oe .. `<. .. $40392а Ајрипб 65% 





:51955у аманипо 





99541 
a v» 7539 'quəuidinb3 pue saj21u9A 202014 воће 
ка N 5 a. tt Амодоја plotiəspə1 oc 
ig зизшозез5 Ш posireununs se *239 нәш 
-dinbg pue вэріҷәд 20304 *A349doug pjouoseo 
OOO OP _ резујеаа o»uis зипоше зе soJeus разопбић — 
uz Ни » M ** (0557—0961 ELI 
108£'£7 пред IHEP) 2500 ae səJtus рэзопо 
—1$3u91359AU]| 9pEA L 
mE 151955у Q3XId3 
50212" 
5s s ss 2s ** ejqeKed 5зипошу :5597 РЕ 
LL9'819'7 





T xx m .. .. .. 0. .. 1961 
*upJeu| 3S[€ auis poJej;ap “eJ әшо>ш 552] 'spuopiAi] — £9E 


E së ** ро мама ззипоше 55а} "ѕәоивлру — 2Е2'0Е! 

e n .. .. .. .. HO u2334444 LLO'86P'Z 

взипошв 552] ‘53044 uonisinboe-3sod розпајмзирип 

Зшрпјэхә sressy IN 993 JO эп|ел 4004 993 32 594946 
SSHINVdNOD AUVICISANS NI LSd3H3. NI 


0961 





150'522 17 





191'Е92 


000'00Е 


*68'191*1 
"ВЕР 
6500051 








000'009'1 
000'001*1 
000'005 





7 


Plog yng 
рио panss} 


{ Quvnb "y NIMO 
"оца 


5195 
$58'8Е5 





000'000 "27 
000'05% | 
000'054 





3 
posuoyiny 


*95OH `w 5 
"равод oq јо jjeyaq UD 


+s Ps es дирўшо? рэзр!2055У оз anp зипоилу 
.. .. oe .. .. .. $3031p245 Карип$ 
~ =s +° «t uo- pue 3jeJpJoAQ xueg 


€———XM 


$/9'65E'73 


— 
D 


26Е'002 
19191 
L'er 
$9E'6 





tSNOISIAOUd аму замтивул iNauuno 


tLly961 320.45 NVOTG3un23SN f LNA uad 5 000'00Е 








€87'6r8'I 
3unoo2y 550] рие 3goJd UO o»ut|vg 9SJ9Apw :359] — 
ÇOT'(FO'I 
oe ee vs x3 ** уолд pexoradoaddoup) [77442 
ys .. TIPP m ++ әлләзәу |рлзизо 000'021 
топиолом 
а НЕ d tt > (poo) [ебед $EO'98 
253193539 
000'009"1 
ћа Dr E 2 *'swun'sg 4203$ АлераО — 000'OOI'I 
°° EHUn [3 ‘4203$ 924949}244 BALLINUIND 3422 4299 000'005 
Divo ‘о 
3 
0961 


— ae a zy = n t ee Ce ee 


азлит ONMAINIONA ношна G3.LVISOSSV 


` 


1961 'q220] 35 Е 30 sp 
J133HS зомулуа 


à; | . "Y 


у juos 


February 24th, 1962 


ТНЕ 
ACCOUNTANT 


236 


*(syo9^ Ec :095]) S994 ZS ло} Зитрелу 42A02 5311022 95941. 


"сзәѕѕе 3U2.Jn2 40} '196| "элер ISIE 
uo 3uj[n.I 59324 әцз зе pue 'sjosse paxtj ei јо uonisinbae jo әзер eq зе Sui[nJ so3eJ эца зе Џомез 
шәә элец 5ƏlUEdtuoO uealajy 943 зор pue Аџеашо5 џвіреџео) уз јој aXueuaxo JO 50323 PUL 


(s pue g ‘z "1 ssuəuuəyas) A9Nduuno NOINIHOG 


"реза фшоз 324 Jou SI ЦМ 35243402 [2130235915 е Japun 
Aueduio3 Aseipisqns в јо 4311461] 3uo3umu02 әці 20} Алеб5у2аЏ рәзәріиоо SVM UOISIAOUd ом (9) 


` *p31 ZuedusoS əut2ug 
403514 9943 Ад 32223402 В jo uonə]duro3 343 Jo 3284594 ur озодевике jo |t3unoƏ ATID əu3 03 
Aueduio?) 2uipjor 993 Ад uəA!3 uaaq seu 000'587 оз dn ooxueuen? в *]96[ ‘элер IS] c IUIS (HD 


7512€42u02 |еіолэшшоэ PUL от реј 3jeJp.19A0 уед jo 3294504 и! гошвашо» Autipisqns jo 
ИЕЧэ4 uo ueAIS зээзиелеп8 Зшмолоз Аүшеш '(pp1'087 :0961) BS'TELF Aueduro Эшроң (и 


*sa93utjens »ueq pue poaunoosip $1114 jo 32295341 ut '(/11'6/7 :0961) 014'987 Чполо (1) 
— мојој IT 040A ‘|961 “элер IJE 3e Selilliuer] 3us2ujjuoo su (v) 
(у pue £ 53293215) 55 Tg VII LN3SNILNOOS 


"1961 ‘Чей 3s[g 32 ѕ2еәлле UI SPA, (55048) 000°S [7 
оз Визипоше ‘|961 ‘олем 35]Е оз JeoA-j|e 993 Јој $34245 o2uaJ3J24d IYI uo pueplAIp FYL 


(у pue £ “ç 53499315) амаеила зоманааама 


"51unoo3 35943 и! әреш UIIG элец $40151^044 ou ум лоз (00123 :0961) 00S C17 Ајозеш 
-Ixo1dde оз Buljunowe 94n3eu [ем део e jo Зи1рие353по 532243402 949A 24243 '1961 PEW 35] £ IW 


(Е 320193835) SLNAWLINWOD лучу 




















em = ve: E x ux >x `" 1961 ‘PEW IS] E 32 se səsue|eg 
911 че “° x ve `° 3unoa2y sso] рив 3UOJd оз J9jSueJ] :5597 
РЕП 51601 
8ss'ti 8SS'Zl vt m са T - T - .. syesse 
Paxy jo uonesi[eo1 uo Sasso] pəzedi5igue JIAO? O3 UOISIAOJd :559] 
$Е0'9С1 21617] 
0000F OOO'Op — , 3uəusəAu] spei] pazonbun jo uonen|%AƏ4 uo snjduns 
= 6Е6'51 $e ae s ** $39552 poxy JO əjes uo snjduns :ppy 
¥E0'98 ¥EO'98 o i ys di Е `° 0961 "119% 351 зе se se2uv|eg 
7 7 
Аирдијо) dno: | 
Bulpjopy ~—ISMO]/Oj se uəəq oA? ЈЕЗА эці ZULINP ззиэшэлош 241 


(у pue Е 'z 5%0әшәзв15) ЗАЧА$АЫ ЛУМЧУЭ 


"s3uno»2y ot YHA uorun[uoa ш рез: 9q 03 3121933 © se poxouuv 


9 


"5 


+ 


ЈЕ 


T 


SLNNOOOV IHL NO SILON 





vee LIF ие — 





5165 


БРС] 


— 


<s6'8967 





766 


га 


бЕРР6 . 


0s/'078 


681'SI@'I 





15161 
290880 


08120" 


WLOL 


^ 


š ~ 


veel? = di РУ Ы 1961 ‘yorey 


81/513 


3s|g зе Se запјед UMOG u233144A— И 








— 516% — ** 1961 оге 3518 ae se 5401$ 


"ода uonepoe4daq aj835433wy—'] 


= вел а га .. .. 


3502 3? 53955 /—-'1 
(p 3424123235) азыл SNI 


eol 


9$66'52 


"H33NISN3 ношина GHLVIDOSSV 


(Е зиәшәзе15) 3əəus 
өэоеея рәзерцоѕиоо aad језој 


77 гооръепјед ,S1032241C] Ty 
:s8upwvA(] 


pue suag33ed [001 '3uejd 95001—'А 


94n3rpuodxg 


—— 


069'911'12 


690 ЧЕ 


СА 


[211820 jo 3uno22y uo 5зио Ата — ДІ 





e 


007 6t£'60£7 


= 


O69't093 `` U а 1961 ‘Ye 


35|E 32 se запјед UMOG VHA Il] 





8Е6'6 САБА 06211 "" ae ** 1961 “элеу 
3S|€ 3@ se SuoisiAO4g э3е8э4Я8у 
IsuoIstA01d uoper2a4dog —'] 
8sE'CC ISh'9sSO'| OBE'9tL `' ex UE x ` 1338 


5312324 '3uourdinbg '3ueld ‘әј 
„дадола 19430 pue ‘5140 А 1230.1. 





[6 `° ** 3502 3? Suonippe snjd 
961 ш чопепел [euorssajogd av 


90z'v£0'l 


91Е'СЕ8 


275'106'1 





911'59$ 
21965 


#19'7#01 


096! 


= 005591 — ts/'Stl ÉU ** 3502 зе suonippe snjd 
*|86] Ul човептуед „52оз2эща IY 
SsE'CC 156'Е66 — 128'0Е1 i n d Tr 3so5 ЈУ 
isjassy—| 
($ зчошозе35) 
A133HS JONVIVE азлудало5моз 
3 3 3 
53981 "239 sSulpiing 
8ишторј 'se[pjusA рио pub] ç 
пиры 400 ріоцәѕрә7. 


рио —"jueudinb3 рио 
$3232 "Аошуоор — pjouooii ~ 
"ио 


(p pue g£ saueuro2e35) 519946 эзие]еЯ ow YHA uonoun[uo2 ш реәз 9q 03 3424133735 е Se pəxəuuy 


SSINVdNOD AuviGISShS SLI ONY 
азил 9NIUI3NIONS HSLILLIHS GALVIDOSSV 


196] "pio 151Е зр sp S1 3SS V GAXId 





s зао ш93е35 


February 24th, 1962 


CITY NOTES 


> AGAINST а none too impressive background of 


economic, industrial and political developrrents 
the stock markets continue to hold up reasorably 
well, The Federation of British Industries’ попе too 
optimistic industrial survey and the news of shzrply 
reduced earnings by a number of big-name industrial 
companies have been virtually brushed aside by an 
equity market which investors consider has dis- 
counted the worst. 


It is even becoming fashionable to compare the 
current pitch of markets with that ruling in 1957 
with the comforting reminder that 1957 was follewed 
by recovery in 1958 and boom in 1959. The 1959 
-boom was politically influenced by the Geaeral 
Election and there is a tendency to look for a repetition 


. of 1958 and 1959 this year and next, or the year after. 


History, however, rarely repeats itself accurately 
in stock markets and underlying conditions nov are 
rather different from those ruling in 1957. Тће 
ordinary investor, all the same, is rarely a seller. He 


prefers to hold on optimistically even though oa the 


face of things optimism seems hard to justify. 


. This investment stoicism combined with згеаду 
buying by unit trusts, which continue to pull in small 
investment funds on an impressive scale, provide the 
combination which tends to keep the equity markets 
on a relatively even keel. 

This side of the Budget the development о: any 
firm. trend one way or the other seems unlike.y. À 
continued equity mark-time is probable over. the 


` next few weeks. 
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RATES AND PRICES | 
Closing prices, Wednesday, February 21st, 1962 
Тах Reserve Certificates: interest rate (25.11.61) 31% 


Bank Rate 
Nov. 20, 1958 4% Dec. 8, 1960 5% 
‘Jan. 21, 1960 5% July 26, 1961 7% 
Јипе 23, 1960 6% ‘Oct. 5, 1961 61% 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Treasury Bills 

Dec. 15 £5 6s 483d 9; Jan. 19 £5 65 2'354 
Dec. 22 £5 75 3° 184% Јап. 26 £5 45 то 3842 
Dec. 29 £5 85 о724а% Feb. 2 £5 4s 4'o3d% 
Jan. 5 £s 8s 781d%  Feb.9 £5 8s oyad% 
Jan. 12 £5 8s 6:03d% Feb. 16 £5 9s 10°81d% 
| Money Rates 
Day to day 43-53% Bank Bills š 
7 days 45% 2months 58-5390 
Fine Trade Bills 3 months 54-5210 

3 months 63-74% 4 months 515-5176 

4 months 62—75 % 6 months s-s ë% 

6 months 7-8% 

Foreign Exchanges 
New York 2:81 5-1 Frankfurt 1r1251-i 
Montreal 2:94$—95 Milan 17463-74 
Amsterdam 10-18- Oslo 20:04%—'05 
Brussels 140°10}-} Paris 13°794-3 
Copenhagen 19:38 Zürich 12-184 
Gilt-edged 

Consols 4% 6:18 Funding 3% 59-69 83% 
Consols 24% . 40} Savings 3 % 60-70 79-5 
Conversion 54% 1974 92% Savings 3% 65-75 ТІЇ 
Conversion 5% 1971 91% Savings 24% 64-67 862 


Conversion 34% 1969 85 ў Treasury 54% 2008-12 87 4 


Conversion 34% 55% Treasury 5% 86-89 85 

Exchequer 54% 1966 52% Treasury 34 77-80 714 
Funding 537; 82-84 91% ‘Treasury 3} 0 79-81 695 
Funding 4% 60-90 89% Treasury 24% 404 
Funding 34% 99-04 60 Victory 4% 92% 
Funding 3% 66-68 848 Маг Loan 34% 554 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions брине 


The Training of Accountants 


Sm, — Whatever improvements are made by the 
Coüncil of the Institute, it is highly probable that the 
major ones will be long-term. Would it not be a good 
thing to set up as soon as possible an Education 
Committee replacing the presentation Examinetions 
Committee? The latter has a somewhat паггоу and 


. specialized implication. 


Such an Education Committee could formu-ate a 


policy or programme of advance for implementation 
as circumstances allowed. Its outlook would not be 
restricted to half a year at a time as, with the best will 
in the world, must largely be the case at the moment. : 
And it could be broadly based to include, by co- 
option, educationists and others as well as Council 
members. 
Yours faithfully, | 


DONALD COUSINS. 
Solthull, Warwicks. 


Sir, — I was very interested in the article reproduced 
in your issue of February то, with regard to the 


` training .of accountants, and your suggestion else- 


where in your issue that ‘readers may like to comment 
on this. 

I, no doubt along with many other practising 
accountants, feel that the existing arrangements for 
the training of accountants are quite inadequate and ` 
out of date, and fresh rs is urgently required. 


- 238 


However, there is one point which I would раг- 
ticularly like to draw attention to; in the article which 
- you printed appears the sentence: 


*Higher education was becoming no longer the 
preserve of money and privilege, but the right of all 
those who could benefit from it, and State aid was 
available for those who wanted to stay on to the sixth 
form and to go to university’. 


I think a great disservice would be done if it were 
to be indicated to hundreds of students that they had 
the opportunity of a university training as part of 
their training for the career of accountant. At the 
present time the universities are able to accept only 
about one-fifth of the applications for places, al- 
though the majority of the applicants are well 
qualified for university life. 


It should therefore be made perfectly clear that 
whilst this is a very desirable ultimate aim, at the 
present time it is not a practicable possibility. 


Yours faithfully, 


J. G. MEDCALF, F.c.a. 
Peterborough. 


Sir, – I am now 75 years of age and having retired 
Y hope I shall not be accused of advertising or 
of grinding a personal axe. When: I first completed 
the manuscript of Higher Control in 1934 and sent 
it to the publishers, their manager came over to my 
office to discuss it. He said, “This is a very interesting 
book; Mr Rose, but I cannot quite make out what it 
is supposed to be about.’ To remedy this somewhat 
drastic criticism, I wrote the chapter on the-discussion 
between Mr Thomas, a fictitious consultant, and 
Mr Robinson, his client, in which Mr Thomas took 
Mr Robinson's normal accounts to pieces and re- 
arranged them on the control basis, so that the latter 
could see what was going on. This satisfied the 
publishing manager and the chapter has been a 
feature of the book all through its six editions. 


When I started to revise.the text for the seventh 
edition, I wondered whether this imaginary interview 
was not now out of date, and I took the advice of a 
number of friends as to whether it should be dropped. 
One or two suggested putting it into an appendix, 
but the general opinion was that it should be kept in. 
Whilst I was making up my mind, however, I 
received a letter from the owner-manager of a small 
business in a university town in the Midlands, saying 
that he was in difficulties and asking for advice. He 
enclosed his preyious year's accounts, audited by а 
local firm of accountants. On examining these, I 
found that apart from the actual figures — naturally — 
they were identical in every respect in their lay-out 
with the original accounts of ‘Mr Robinson’ twenty- 
seven years ago. The same combinations which had 
to be sorted out, the same block assembly of expenses 
with no reference to categories, the same ‘set-offs’, 
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the same item of ‘wages’ with direct, indirect and 
supervision all lumped together, in fact, everything 
upon which ‘Mr Thomas’ had commented unfavour- 
ably to “Mr Robinson’. This is just one example: 
from my experience. 


What is the reason for this extraordinarily stubborn 
conservatism in the accountancy profession? Other 
callings progress — they search for new and better 
methods in their services and pride themselves on 
using the most up-to-date equipment and methods. 
What would one think of a doctor or a production 
engineer who still clung to the practices of thirty 
years ago? Yet the accountant, in whose hands lie 
the most important findings of the state of health of a 
business, still receives his training and is examined. 
on the old stereotyped lines of a generation or two 
ago. 

Iknow that efforts have been made to overcome this 
— as witness Design of Accounts, by Е. Sewell Bray and. «x 
H. L. Sheasby, which was published in 1943. I know 
that many of the larger firms using modern manage- 
ment methods have accounts which are ádmirably 
presented; but the point is that 89:4 per cent of the 
industrial undertakings in this country employ less 
than 250 people, and this vast reservoir of national 
prosperity is fed with accountants who have taken 
their - qualifications with their training based upon 
methods of presentation of thirty or more years ago. 
It is fantastic. 


It is not enough to point to the beautiful accounts 
which receive The Accountant Annual Awards; the 
companies concerned have developed their better 
methods on their own. It is on the basic training of 
the young accountant of today that the blame lies, 
and until the examinations for students of accountancy 
are completely overhauled and brought up to the ~ 
requirements of modern industry and commerce 
there will never be any improvement. 


It is a matter which ought to be faced for the honour _ 
of the profession. We talk glibly of improving 
industrial efficiency, but the profession which сап <: 
do most to promote that efficiency apparently remains 
aloof and uninterested. - 

No matter how sound the basic principles of the 
system of accountancy training may be, they do 
not include at present any modern methods of 
presenting the final results to the managing director 


к. 


· who urgently needs them for his general management 


policies. There must be at least fifteen young ac- 
countants who pass into industry or commerce for 
every one who joins a private auditing firm. Yet these 
young men have had no training in modern methods ~ 
of presentation or the inferences to be drawn from 
what the figures show. 

When will the accounting profession wake up to its 
responsibilities? ` 

Yours faithfully, 
T. G. ROSE. 


Canterbury. 
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“MORE HIGH QUALITY RECRUITS NEEDED 


Lord Piercy’s Comments at Cardiff Dinner 


The South Wales and Monmouthshire Society of 
Chartered Accountants held their annual dinner at the 
Park Hotel, Cardiff, on February 16th and among the 
guests were the Rt Hon. Lord Piercy, c.B.£., Chairman, 
Industrial Finance Corporation Ltd; Mr P. F. Granger, 
F.C.A., President of The Institute of Chartered Ac- 
countants in England and Wales; the Lord Mayor 
of Cardiff, Alderman E. Ewart Pearce, M.B.E., F.C.A., 
J-P., and the Archbishop of Wales, Dr А. E. Morris. 
Mr Edgar Т. Shepherd, r.c.a., President of the Society, 
was in the chair. 

Lord Piercy proposed the toast of “The InstEute 

of Chartered Accountants in England and Wales’, and 
stressed the need for more high quality recruits in the 
accountancy profession. ‘With the profession beinz of 
such importance to the public and business life of the 
nation today, recruitment is a very important mater’, 
he said. 

What was essential was that the profession should 
have at least its fair share of men of intellect and 
confidence. Accountancy was not an overcrowded 
profession and men of the right type were scarce. 

Recalling the history of the Institute, Lord Piercy 
said that men of the profession today had to be some- 
thing of experts on company law and taxes. In the 
1880s came the limited liability company and this 
brought into the work of the accountant a public 
aspect which was of the greatest importance. It was 
then that the accountant became the auditor, Lord 
Piercy added. 


T 


Replying, Mr Granger referred to the modern world, 
where the pace of life had quickened and where the 
. boundaries of knowledge were expanding every dar. 
It was the fortune of members of the Institute he 
said, to be at the heart of things, whether they wer> in 
practice in a large or small way, or employed in a lerge 
or small firm. 


‘Members at the Heart of Things’ 


"Ultimately most business and professional activities 2nd 
up in some sort of record of value. One of the problems 
besetting us today is that the symbols of value remain the 
same but the value tends to depreciate year by year; ani of 
such is inflation. 

‘One of the queerest and most human aspects of infa-ion 
lies in the desire of almost all of us for more, even tho.igh 
when we get more we are no better off. The numbe- of 
pound notes is vital but what chey buy less important. It is 

x pity we cannot put this into reverse." 


The job today of members of the Institute, he 
declared, wherever they were and whatever they did, 
was to ensure the accuracy of the records. “We are, if I 
may say so, dedicated to the true and fair view of the 
activities from which the records spring.’ 

This meant that, in preparing or auditing accounts 
for the shareholder or for the Revenue those accounts 
must be as accurate as they could be made, and.must 


also give a proper view or impression in the mind of the 
reader. 

Mr Granger suggested that this approach also applied 
to the many members of the Institute in industry. It 
was their job in whatever capacity they were serving 
to ensure that records, whether for boards of directors 
or for costing departments, were as accurate and correct 
as possible. 


"There are certain items, such as stock valuation and so 
on, on which there can be wide differences of opinion 
about the proper valuation and treatment, 

"There is also the underlying effect of inflation. I am 
stressing these matters because the increasing complexity 
of the affairs of this life, and the possibility of the Common 
Market, make it essential that we should know what we 
are doing and where we are going." 


The Parker Report 


In recent months, said Mr Granger, there had been 
excitements at the Institute, and included among them 
had been the report on educaticn and training for the 
profession,. commonly known after its distinguished 
chairman as the Parker Report. 

Mr Granger said the committee sat for some time 
and consulted many people before coming to its 
conclusions, some of which contained contentious 
matters. He went on: 


"The report is now being considered and Y cannot 
anticipate the conclusions of the Council, but speaking 
in my personal capacity I will say that there is in my own 
opinion no real substance in the view that we as a profession 
do not welcome university graduates. 

‘We want as many of the able young men and women 
from or through the universities as we can get. Obviously a 
profession as important as ours needs a constant recruitment 
of the best; and it must be remembered that when we 
recruit, we are not only producing members for practice 
but also in very large numbers for industry. 

*We have recently appointed a committee to consider our 
relations and so on with the universities, and I have great 
hopes that good will come from its activities." 


Mr Granger said the various district societies were 
now sending in their reports on the small practitioner 
inquiry, and the report of the South Wales and 
Monmouthshire Society was included. 

He thanked Mr Edgar T. Shepherd and his team, 
including in particular Mr Wilfred Jones, of Swansea, 
for all the care and trouble they had taken. He could 


.not.yet say anything about the findings but details 


would come in due course. Тће President added: 


"АН I can say is how grateful I am to the district societies 
for all the trouble that has been taken. I think that whatever 
happens as a result of the inquiry we shall all have learnt a 
lot about each other, and we shall have a better idea of each. 
other's problems.* 


Mr Shepherd proposed the toast of “The Guests’, 
and this was replied to by the Lord Mayor of Cardiff, 
Alderman E. Ewart Pearce. 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


President's Luncheon 


'The President of the Institute, Mr Paul F. Granger, 
F.C.A., and the Vice-President, Mr Percy F. Carpenter, 
Е.С.А., gave a luncheon party on Thursday, February 
15th, at the Dorchester Hotel. The guests were: Mr F. 
J. Erroll, M.P., Mr Arthur J. Driver, Mr V. C. Ellison, 
Mr Peter 5. Noble, Sir Thomas Padmore, Мт С. R. 
Sopwith, Mr Charles Peat, Sir Harold Gillett, Mr Guy 
Densem and Mr Alan S. Maclver. 


PROFESSIONAL NOTICES 


Messrs H. F. Арамз & Co, Chartered Accountants, 
of Dilworth House, x9o Broad Street, Birmingham r5, 
announce that Mr D. C. BENNETT, A.C.A., and Mr А. I. 
SECKER, A.C.A., both of whom have been with the firm 
for some time have been admitted into partnership as 
from November 1st, 1961. The firm's name will remain 
unchanged. 


Mr C. P. PERRIAM, А.С;А., announces that he is 
continuing the practice of A. L. & S. Honey, Chartered 
Accountants, of 3 Palace Gate, Exeter, previously 
carried on by the late Мв W. N. НОУТЕ, F.C.A. The 
style of the firm will remain unchanged. 


Messrs E. \Моогтех & Co, Chartered Accountants, 
of Dilworth House, 190 Broad Street, Birmingham 15, 
announce that Mr D. C. BENNETT, A.C.A., and Mr À. I. 
SECKER, A.C.A., both of whom have been with the firm 
for some time, have been admitted into partnership as 
from November ist, 1961. The firm's name will remain 
unchanged. 


Appointments 
Sir Harold Gillett, Bt, M.C., Е.С.А., bas been 
appointed a director and chairman of the Clydesdale 
Supply Co Ltd, with effect from January 26th, 1962. 
Mr John C. Burgess, M.A., Е.С.А., has been elected 
chairman of David Bridge & Co Ltd. 


Mr J. R. Charlton; Е.С.А., a.c.w.a., has bese 
appointed a director of Vickers Sperry Rand Ltd, 
while retaining his position as secretary and controller 
of the company. 


Mr Eric Holt, F.a.c.c.a., А.С.1.5., has been appointed 
to the main board of Dunlop Rubber Co Ltd. 


Mr K. R. Kemp, F.c.a., secretary of Smith & 
Nephew Associated Companies Ltd, has been ap- 
pointed to the board of the company. 


Mr E. G. Padmore, F.c.a., secretary of Pool, 
Lorrimer & Tabberer Ltd, has been appointed a 
director of the company. 

Mr W. С. А. Russell, F.c.a., has been ERTE 
deputy chairman of Harris & Sheldon (Holdings) Ltd. 

Mr John W. Tidswell, F.c.A., has been appointed a 
director of George Bray & Co Ltd. 


Mr K. T. Roberts, A.C.A., secretary of Eugene Ltd, 
has been appointed a director of the company. 


IN PARLIAMENT 
Trustee Investments Act: section x5 


Mr Srratron Мила asked the Chancellor of the 
Exchequer what action he proposes to take following 
the two recent judicial interpretations of section 15 of 
the Trustee Investments Act, in the cases of In re 
Ко’; Will Trusts and In те Porritt’s Wil Trusts ол 
the subject of investment, to clarify the position. 

Sir E. ВоутЕ: I understand that an appeal is being 
made in one of these cases. It would, therefore, be 
premature for me to comment. 

Mr Srratron Mitts: Does not the Chancellor 
consider that the judgment of the judges іп both these 


"савез, in spite of what my right hon. апа learned 


friend has said, have taken a rather limited view of the 
Variation of Trusts Act, 1958, despite the assurances, 
given in Committee on the Trustees Investment Bill 
by the former Solicitor-General? 

Sir E. Borie: I know that a’ great deal of concern 
is felt about this matter. I think that at the present 
time it would be premature for me to comment, as I 


"have said. 


Hansard, Feb. 13th, 1962. Oral Answers, col. 110:. 


Schedule A 


Mr W. Crank asked the Chancellor of the Exchequer 
what has been the product of Schedule А. income tax 
on owner-occupiers for the last five years. 

Mr Barser: The yield of Schedule A on owner- 
occupiers for the five years 1956—57 to 1960-61 is now 
estimated as £49 million, £51 million, £52 million, 
£50 million and £52 million respectively. These figures 
include surtax. 

Mr W. Crank asked the Chancellor of the Ехсһедиећ- 
if the first £15 of net annual value for owner-occupiers 
had been exempted, by what amount the product of 
Schedule A would have been reduced for each of the 
past five years. 

Mr Barser: About £20-£25 million in each year. ^" 

Mr W. CLARK asked the Chancellor of the Exchequer 
if the statutory repairs allowance for owner-occupiers 
had been double, by what amount the product of 
Schedule A would have been reduced for each of the 
past five years. 

Mr Ваввев : About £12 million each year. 


Hansard, Feb. 13th, 1962. Written Answers, col. 1253. 


ASSISTANT OFFICIAL RECEIVER 
APPOINTMENT 


The Board of Trade announce that Mr Dennis Eric 
Dolman has been appointed an Assistant Official 
Receiver for the Bankruptcy District of the County 
Courts of Cardiff and Barry, Blackwood, Tredegar and 
Abertillery, Newport (Mon.), Pontypridd and Ystrady- 
fodwg and the Bankruptcy District of the County: 
Courts of Swansea, .Aberdare, Aberystwyth, Bridgend, 
Carmarthen, Haverfordwest, Merthyr Tidfyl, Neath 
and Port Talbot. The appointment took effect on 
February tst, 1962. 
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THE ASSOCIATION OF CERTIFIED 
AND CORPORATE ACCOUNTANTS 
List of Members 


~ 
The newly published List of Members of The Associa- 
tion of Certified and Corporate Accountants shows 
that membership of the Association at November 3oth, 
1961, numbered 11,006. 

In. addition to the usual alphabetical and tcpo- 
graphical lists of members the new edition, which 
extends to 657 pages, contains a supplementary ѕесіоп 
which gives full particulars of members admitted to-the 
Association in October and November 1961. 'The names 
of the Council and committees are also given, together 
with information about the district societies and 
student societies, and particulars of objects, exam-na- 
tions, membership, etc., of the Association. 


LIVERPOOL SOCIETY OF 
CHARTERED ACCOUNTANTS 
Intermediate Prize 


The Committee of the Liverpool Society of Chartered 
Accountants announces that its Intermediate P-ize 
will be awarded to the candidate who, being a member 
of the Liverpool Chartered Accountant Studeats' 
Association or any one of its constituent branches, репа 
the highest place in the Institute's Intermed.ate 
examination held in November last. The prize will take 
the form of a book to be chosen by the President of the 
Society. 

It is the бы of the student to apply for 
the prize. Applications should state the position gaimed 
in the examination and should be sent to the Hon. 
Secretary, The Liverpool Society of Charteced 
Accountants, B22 The Temple, Dale Street, Liverpool 
2, within two calendar months after the announcement 

pf the results of the examination. 


— 


READING AND DISTRICT GROUP OF 
Ë CHARTERED ACCOUNTANTS 
Luncheon Meeting 


The annual luncheon of the Reading and District Grcup 
of Chartered Accountants is to be held on Ma-ch 
20th, at the Caversham Bridge Hotel at 1 p.m. The 
guest of honour will be the Deputy Lieutenant of -ће 
Royal County of Berkshire, Lieut-Gen. Sir Mies 
Dempsey, G.B.E., K.C.B., р.5.0., M. C., who will reply to 
the toast of "T'he Guests". 

'The Hon. Secretary of the group is Mr D. J. L. 
Cook, А.С.А., 2 Nr Cout, Southcote Road, 
Reading. 
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BELFAST SOCIETY OF CHARTERED 
ACCOUNTANTS 


At a recent meeting of the Students’ Group of the 
Belfast Society of Chartered Accountants, Dr William 
McComish, PH.D. M.SC.(ECON.), B.COMM., Senior 
Lecturer in the Department of Industrial Administra- 
tion and Work Study of the Belfast College of Tech- 
nology, spoke on the subject "Work study and the 
accountant'. 


NEW HIGHER AWARD IN BUSINESS STUDIES 


New advanced full-time and sandwich courses for 
young people aiming at a business career are to be 
introduced in colleges of commerce and other technical . 
colleges next September. 

In an administrative memorandum issued on Friday 
of last week, the Minister of Education gave details 
of a Higher National Diploma in Business Studies to 
be awarded for the successful completion of a two-year 
full-time or three-year sandwich course; the decision 
to introduce the new diploma was announced by the 
Minister last July. The courses are intended for young 
men and women of 18 or over who already hold an 
Ordinary National Certificate or Diploma in the 
subject, or who have left school with the G.C.E. at 
advanced level. The standard reached at the end of the 
courses will approach that of a university pass degree. 

The arrangements now announced allow colleges 
wide freedom in framing their schemes for the courses. 
They can make the course a general business one if 
local needs would be better served in that way, but 


- they are also free to make a particular branch or aspect 


of business the main theme of the course. 

The courses can be arranged so as to allow ample 
time for the study of commercially useful foreign 
languages, a point of particulaz importance for the 
export trade. Ít is also hoped that business firms with 
overseas branches or other overseas connections will 


. make it possible for their student employees taking the 


course to acquire some of their associated practical 
experience with organizations abroad. 

The announcement of these new courses means 
that a wide range of part-time, full-time and sandwich 
courses leading to ordinary and Маћег national awards 
is now available. The other courses within the range 
were introduced in the colleges last September, and 
there has been an encouraging response to them. 
Figures for actual enrolments are not yet available, but 
128 Higher National Certificate courses, 308 Ordinary 
National Certificate courses, and 110 Ordinary National ° 
Diploma courses were offered by 220 colleges during 
the session. 

Many leading professional bodies have signified 
their willingness to grant exemption from certain of 
their own examination requirements to holders of the 
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new awards. At present, The Association of Certified 
and Corporate Accountants, The Institute of Cost and 
Works Accountants and The Chartered Institute of 
Secretaries are among the bodies granting exemption 
for certain Intermediate examination subjects for 
holders of Ordinary National Certificates or Ordinary 
National Diplomas. 


THE BRITISH COUNCIL 
Annual Report 


The annual report of The British Council contains a 
comprehensive account of the Council’s work during 
1960-61. Total expenditure amounted to £6,372,500 
compared with £5,868,000 in 1959-60. 

An analysis of the Council's estimates and accounts 
shows that gross expenditure on overseas regional 
services totalled £2,968,768 (£2,478,591), home 
regional services £940,546 (£846,789), and educational 
services £498,285 (£482,921). During the year under 


review, the Council administered the expenditure of - 


£977,000 on behalf of trainees under the Colombo 
Plan and other technical assistance schemes. 

Under the United States Third Country Training 
Scheme, for which the Council is the national super- 
višing agency, 253 overseas visitors came to the 
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United Kingdom from twenty-three countries includ- 
ing four teams sent by the Indian Productivity Council, 
to study cost accounting (The Accountant, October 8th, 
1960). The Council's specialist courses, the report, 
states, continue to remain popular in subjects such as 
taxation and the City of London. 


THE BRITISH COMPUTER SOCIETY 


The next two meetings of The British Computer 
Society will be held on February 27th and March 2181. 
The first meeting has been designed to illustrate and 
discuss the activities of the Society's study groups and 
reports will be made on 'Study groups in general'; 
‘Input and output’; ‘Production control’ and ‘Advanced 
programming’. At the meeting on March 215% Dr 
D. J. Howarth, of Ferranti Ltd, will give an address on 
“The Atlas supervisor’ which will be an-account of an 
improved type of master programme. 

A two-day conference organized jointly with The 
Northampton College of Advanced Technology on 
‘Automation programming languages: current ехрем-“ 
ences and future prospects’ will be held from April 
17th-18th. Further particulars may be obtained from 
the secretary, The British Computer Society, Finsbury 
Court, Finsbury Pavement, London ECa. 


THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


Results of Examinations held in December 1961 
FINAL EXAMINATION 


Chadha, S. N., Birmingham 


Fortes, H. J., Cape Town 


Alexander, R. E., 
Allen, K., Darlington 
Allen, R. E., Pinner, Middx 


Baillie, J., Glasgow 
Balasubramaniam, T. L., 


Bamford, G., Shaw, Lancs. 
Banerjea, D. N., Calcutta 
Banerjee, 


PARTS A and B 
First Place (S. Laurence Gill Prize): Klage, G. C. W., London = 
Aiyar, V. P. A., Hayes, Middx Jotikasthira, D. M., London Peebles, H. B., Gloucester 
Porter, D. Ј., London 
Cartwright, D. B., Castle Bromwich Kutsoati, N. K., London И 
x E Ramchand, R., Kuala Lumpur, Malaya 
Marment, A., Chigwe ззех Е 
Dempster, J. H., Stoke-on-Trent Minsky, Ј., Johannesburg Saldanha, P. J., Bombay 
Mitcheson, G. MacP., Kingswood, Surrey Smith, J. D., Hurstpierpoint, Sussex 
Mukhopadhyay, D. N., London Sutcliffe, P. O., Scarborough 
Hayward, R. F., Pinner, Middx 
royd, J., Pinner, Middx Norris, R. M., Port Elizabeth Wink, J. D. T., London 
I28 candidates sat, Of these, 22 (as listed above) based Parts A and B; 18 passed A only and 23 passed B only 
65 candidates failed. 
PART A (COMPLETING FINAL) 
Dublin Binney, R. ^d Rotherham Burnett, F. MacD., Glasgcw 
Blair, D. ‚ Sevenoaks Bush, C. D., Lancaster 
Blastland, R., N 2584 Derbys Byron, J. R., Upton, Cheshire 
Blenkinso » T., Barnsley А 
Blincow, К. 3., Gourock, Renfrews Campbell, A., Jacobs, South Africa 
Madras Bone, M. T., Dundee Cannon, B. J., London : 
Bamford, A. G., Ilford, Essex Bonnett, J., Baldock, Herts Carnie, J. L., Edinburgh Ls 
Bown, M. W., Bristol ` Clarke, D. H., Redhill, Surrey 
Bridson, J. M., Northwood, Middx Clarke, R ; Birmingham 
K. N., Howrah, India Briggs, J., B-adford Cockbill, G . J. « Sutton Coldfield 
Barnes, Т. H., Heston, Middx Brink, W. J. B., Johannesburg Colburn, G., Port Elizabeth 


‘Bartlett, P., Nottingham 
Baxter, G. N. B., Gloucester 
Bell, G. M., Thornaby-on-Tees 
Bennett, C. A., Bristol 
Bertram, A., Yor 

Betz, H. J., Port Elizabeth 
Bevan, D. т, Solihull 


Bristow, R. J., Colchester 
Brock, J. Т., Dublin 
Brooks, D. ]., London 
Broster, W. G., Birkenhead 
Brown, H., Harrogate 

Bull, K. J., Edgware, Middx 
Burchael, P., Dublin 


Colley, B. R., Smethwick 

Cotterell, P., "Newbury 

Cowgill, с. R., Bebington, Cheshire 
Cox, А. G., Smethwick 

Cracknell, G. F., Banstead, Surrey 
Crahart, J. F., Hayes, Kent 

Crasto, A. J. F. M., Bahrain 
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Crichton, A. McD., Port Elizabeth 
Crighton, R. N., Dublin | 
Crossland, E. G., Sheffield 
Crouch, J. W., Southampton 
er Crutchley, E. D. Gwelo, 
48 Rhodesia 

` Curtin, T. А., Limerick 


Dalglish, R. W., Harrow 

Daniel, R. St. C. C., Lochgelly, Fife 
Davison, J. E., Sheffield 

ay, D. F. G., Stevenage 

D., Calcutta 


Southern 


Dukes, R. А., London 
Dunnicliff, D. G., Derby 


Eales, W. F., Petts Wood, Kent 
Edwards, F., Codsall, Staffs 
Elson, M. J., Bristol 


` Flook, A. E., Welling, Kent 
Foster, R. J., Derby 


` —Gaskins, B. R., Gloucester 
Gelstharp, P. Т., Cambridge 
Gill, G. L. J., Sandy, Beds 
Gillbanks, J. H., Bristol | 
Glanister, E. W., Daventry 
Glasspool, J. E., Portsmouth 
Glendenning, C. F., Leeds РЕ 
Goddard, Т. L, Southampton 
Govindarajan, R. V., Pimpri, India 
Greenaway, M. A., Germiston, South 

Africa 

Griffiths, F. H., Oxford 
Gummer, M. Р. G., Trowbridge, Wilts 


Haines, J. K., Aldridge, Staffs 
Halford, R. J., Leicester 
Hancock, A., Sutton-in-Ashfield 
Hardwick, D. H., Bexley, Kent 
Harker, P., Brierley Hill, Staffs 
Harris, P. Gravesend 

Harris, R. W., Chatham 

Hart, G. F., London 
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Johnson, J. A., Manchester 
Jones, К. R., Fochester, Kent 
Jones, W, L., Princes Risborough, Bucks 


Kadleck, O. F. Southsea 
Kendell, J. М. Ruislip, Middx 
Kersley, H. А.. Newcastle, Staffs 
Khanna, M. S.. London 

Kirk, G. B., Edinburgh 
Kuriyan, A. J., Bombay 


Lang, C., Birringham 

Lavin, G., Micdlesbrough 
Lawrence, N. F., Johannesburg 
Lee, D., Chesterfield 

Lewis, B., Cardiff 

Lewis, P. A., Eristol 

Lipman, E., Berkhamsted, Herts 
Loose, C. J., Евогзћага 

Lyne, R. M., London 


McMillan, J., Paisley 

McRae, D. T., Port Elizabeth 
Mahal, B. S., Ceorgetown, British Guiana 
Malik, M. N., Rawalpindi, Pakistan 
Manley, G. K. Sale 

Marshall, A. 5. Leicester 
Matshman, J., Crawley 

Menon, N. K. R., Bombay 

Mercer, J., Congleton, Cheshire 
Meyer, L. W., London 

Miller, T. B., Northampton 
Moggs, C., Rezding 

Moore, F., Dublin 

Morley, A., Lecester 

Morrison, Г., Larbert, Stirlings 
Moxey, G. T., Birmingham | 
Murti, M. N., Jamshedpur 

Mutch, B. N., Johannesburg 







-Ashfield 
otts 


Ogley, J. E., L-igh-on 
Orme, A. E., Watford a 


Orme, S., Ruisip, Midfdx 
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Roberts, Е,, Birkenhead 
Roberts, W. H., Durban 
Roddis, J; R., Sheffield t 
Rogers, J. P., Gillingham, Kent 


Saha, N. G., Landon 

Schofield, D., Oldham 

Sen, S. R., London 

Shawcross, B. J., Manchester 
Simpson, L. G. L., Port Elizabeth 
Skinner, R. C., Bristol 

Smith, E. F., Wigan 

Smith, F. B., Greenford, Middx 
Smith, K., Godalming, Surrey 
Smith, P., Norwich 5 
Southern, G. I. B., Cheadle, Cheshire 
*Spicer, W., Gourock, Renfrews 


. Spindler, J., Leeds 


Spivey, R., Leeds 
Spraggon, T. D., North Shields 
Stapleton, R. G., Pietermaritzburg, South 
Africa 

Stayt, H. J., Oxford 
Stephens, J. L., Birmingham 
Subrahmanyan, R., Bombay 
Suckling, G. A., London 

- Summerside, M. W., Sunderland 
Symonds, N. M., Gloucester 


Tattersall, R. K., Bolton 
Taylor, R. J., Stockport 
Taylor, W. F., Bristol 
Tennyson, H. I., Sheffield 
Thomson, A. McE., Glasgow 
‘Thomson, I. R. S., Glasgow 
Thornley, P. B., Derby 
Thrush, B. E., Wolverhampton 
Topp, A., Bedworth, Warwicks 
Trafford, J. M. H., Chester 
Turner, G. F., London 


van Rheenen, W. C., Johannesburg 

Vine, P. J., Buntingford, Herts 
Wainwright, A. J. H., Basingstoke 
"Walker, C. J. M., Wotton-under-Edge, 

Glos 


Alker, I. D., Rugby 
Wier, L., Sheffield 
Wa 





Harte, J- J., Mount Edgecomb, South Padgaonkar, M. B., oydon Wallà ‚Е., Be eer Wharfdale, Yorks 
de a ein Parry, J. I., Stefford Walla М. J., Blarney, Co. Cor! " 
B y E: ndon Pavier, N. W., Swangea Walsh Wr). H., Eastleigh, Hants 
Hayhurst, V . R., Blackburn Payne, K. G., Derbi Walton, Wes J ; Bath i 
He! zard, 2 Jz London Peelo, J. W., Dubli р Warner, В, Blackburn fx 
Teron равна. Penheiro, E. J., Caterham, Surrey Whalley, A, С. Е. M., Stalybridge, Che- 
Hemp г, А. б. roat Percival, D. H. West Bridgford, Notts Whitbreadg ди 
Hendy, J., Doncaster Percival, J. C., Lohdon ^ — ° shire Lseüfnington Spa 
š gton, R., Glasgow Picken, M. H., Birmingham White, C. JR. U., Salisbury, Southern 


Higgin, R., Rochdale 


‚ G., Keighley i 


Poole, D. B., Norwich 
Pougnet, G. J., Durban 


White, J. 
Ta! J. К., Blackburn . 





Holler, mimm Eeter Pries, Ha wie E oec m 
Howells, T. H., Burntisland, Fife - il, N. W. Шу, 5.5. A., Ruthin, Denbighs 
Hudson, G. Middlesbrough : Gane 7 я NS Tondon Ната š Bg e cum 


Hughes, A. R., Poynton, Cheshi 
Hyland, P. R., Maidstone ix 


Islam, А. To London 
Туег, R. R., Calcutta 


James, J. C., Sanderstead, S 
Jariya, R. $., Bombay У 


Ramamurthi, С S., Bomba; 
Raman, T. Е., Bombay У 
Еау, B. K., Lordon 
Rengamani, S., Calcutta 
Ridpath, B. L., Chatham 
Riser, G., Manchester 
Roberts, D. J., Birkenhead 





Yates, M. M., Newcastle upon Tyne 


*Donald L. Moran Prize for Management ~ Factory and Distribution 
ge 684 candidates sat. Of these 243 (as Ested above) passed; 441 candidates failed 
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Advani, N. G., Calcutta 
Amatt, K. V., Enfield, Middx 
Arthur, А. J., London 


Balkham, A. W., Guildford 
Barbut, E. S., Banstead, Surrey 
Bell, P. L., Reading tei 
Bhattacharyya, S., Konnagar, India 
Birch, L. H., Blackpool 

Bonwick, A. E., Harrow : 
Bourne, M. J., Burton-on-Trent 
Brazier, R. G., Wellington, Salop 
Bruce, R. J., Glasgow 

Burton, J., Urmston, Lancs 


Carpenter, R. P., London 
Chadwick, N., Rochdale 
Clague, A. D., London 
Crainer, G. S., Leeds 
Cummings, J., Peterlee, Co. Durham 
Currie, J. F., Prescot 


Dalal, V. N., London 
Daniels, S. G., Johannesburg 
avies, N. C., Hereford 
Dorkin, B. L., Moseley, South Africa 
D'Souza, L. А., Bombay 


Gillespie, W. C., Glasgow 
Glazer, H., Johannesburg 
Gordon, A. P., Pinner, Middx 


I26 candidates sat. Of these 74 (as listed above) passed; 
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PART B (COMPLETING FINAL) 


Gough, R. W., St Albans 


Hagerty, G. D. G., Cheadle, Cheshire 
` Hamilton-Jones, Е. S., Cardiff 

Harbut, D. J., Uxbridge, Middx 

Harris, R. J., Dublin 

Head, G. T., Solihull 

Hewitt, W. E., Redcliff, Rhodesia 
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Essentials of Exporting 


HENEVER Britain’s export performance comes up for 

its perennial public airing, there is almost certain to be 

a host of voices raised in favour of special export 
incentives as the only sure remedy for improving the country’s 
share of world trade in manufactures. Manufacturers and traders 
often com»lain that under conditions of high taxation at home and 
intense competition abroad there is little commercial inducement 
to brave markets in other countries in face of the complications and 
hazards irseparable from export trade. 

Indeed, most of the arguments in favour of subsidies in Britain 
arise from a belief that British exporters are already at'a substantial 
disadvantege, vis-&-vis other countries, when it comes to fiscal 
incentives, specially favourable credit facilities or other kindred 
encouragements. The question remains, therefore, whether this is a 
true picture of the situation today and whether the sort of export 
incentives employed overseas are so lacking in Britain as to defeat 
all but the most single-minded and altruistic of manufacturers? 

It is comforting to learn from a recent report published by 
the Federztion of British Industries!, that most of these allegations 
are either completely out of date or exaggerate the real facts. 

The wcrking party which produced the report was set up in 
October 1361, under the chairmanship of SIR ARCHIBALD FORBES, 
G.B.E., С.А. together with nineteen other members representative of _ 
a wide гагре of industrial and commercial activity (among them 
two other chartered accountants, Mr C. D. HELL var, F.C.A., and 
Mr N. G LANCASTER, F.C.A.) to consider the whole question of 
‘special’ incentives to exporters. In their considered view: 

‘the primary solution to this country's export problem lies in the 

pursuit ef sound and stable policies for the economy as a whole’, 

The agitation for special incentives to export would lose much 
of its force if trade in general could be carzied on in a climate 
where the conduct of commerce was less subject to constant and 
disturbing alterations of policy in regard to the extent of capital 
investment and the level of home demand, quite apart from the 


impositior of a high rate of taxation and high interest rates. Each 


time the country runs into balance of payments difficulties, resort 
is made tc measures designed to restrict internal investment and 
consumption — measures which must inevitably react to the detri- 
ment of exports by curtailing the necessary base of domestic trade 
and increasing the cost of exports. It is far more important to 
create the right climate in which commerce as a whole can flourish 
than to gi-e marginal inducements specifically directed at exports. 


1 Export Incentives. F.B.I., 21 Tothill Street, London SWr. Price ros. 
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Nevertheless, the question does arise whether 
incentives directed at the expansion of exports (as 
opposed to those aimed only at increasing export 
margins) would be feasible, either as a temporary 
palliative or long-term solution. Although there 
is something to be said in favour of this course, 
the weight of argument against is far too strong. 
Moreover, there remains the overriding considera- 
tion that subsidies invite retaliation, and in a 
competitive race of this sort Britain has more to 
lose than the majority of her competitors because 
the proportion of exports to the gross national 
product is unusually high. 

When in 1952, against a similar background to 
that prevailing today, the F.B.I. set up a working 
party to consider the use of special export 
incentives in international trade, the policy of the 
Government was to seek the abolition of these 
practices. By 1961, the campaign had achieved a 
wide measure of success and the array of such 
practices which faced British exporters in 1952 
had greatly diminished. The original G.A.T.T. 
agreements grew out of negotiations between the 


Е.В.І. and the industrial bodies of other countries. ` 


Now, the F.B.I. again intend to approach their 
European counterparts with a view to limiting or 
abolishing the few isolated cases of Government 
financed export incentives in use overseas. 
Nowadays, the real problem concerns the type 
of ‘incentives’ which are not banned by inter- 
national agreement; these arise mainly in the 
spheres of credit facilities and indirect taxation. 
In the field of credit; the working party felt that 


recent improvements in the availability. and rate - 


of medium- and long-term credit has left the 
British exporter as well off as his competitors, 
except in Japan and Italy, where exporters bene- 
fit from a Government subsidized rate., As far as 
short-term credit is concerned, however, where. 
the rate is still tied closely to Bank rate, British 
exporters may be at some disadvantage. 

As for taxation, it is very difficult to judge the 
relative position of British and foreign exporters 
owing to the wide variation in the fiscal systems 
operating in different countries, but so far as the 
Mon party could judge: 

‘no country which is a party to the main G.A.T.T. 

‘ ‘declaration gives any subsidy by way of a remission 

‚её: тес taxes or social charges calculated in 
“L relation to exports’. 


On tlie other hand, nearly every country (includ- 
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ing the United Kingdom) does grant exemption 
from, or allows a refund of certain indirect taxes 
in relation to exports. It is therefore necessary, 
to consider both the ratio of direct to indirect 
taxation and the relative extent of exemption or 
remission of the latter. It is possible that the form 
and range of the indirect taxes in force here may 
react to the detriment of British exporters and the 


‚ working party recommends an urgent study of the 


fiscal system at Government level, having due 
regard to the question of the harmonization of the 
United Kingdom tax system with those of the 
Common Market countries. | 

One other important tax anomaly concerns the 
treatment of foreign earnings through a branch or 
subsidiary. If the overseas profits of United. 
Kingdom companies were given comparablé~ 
treatment with those earned by companies 
domiciled elsewhere, there would be an incentive 
to remit these profits; the balance of payments 
would be improved and the opportunities for 
profitable reinvestment would be increased. 
Although the formation of an overseas trade 
corporation can overcome some of these dis- 
advantages, such a company must fulfill a number 
of stringent requirements, and the working party 
comments : 

'In any event a United Kingdom parent com- 
pany trading overseas through non-resident sub- 
sidiaries cannot qualify as an O.T.C. As modern 
trading conditions often require that overse 
trading should be conducted by subsidiaries 
formed under the law of the country concerned, 
the O.T.C. legislation tends to encourage an 
obsolete form of organization.’ 

There is obviously room for some urgent re- ` 
examination *of the position, in case British 
exporters are being positively impeded in their 
efforts to open up foreign markets. 

It is often true that profitability is lower in the 
export field, but as Sir Norman KiPPING 
observed recently to members of the F.B.I. in 
Scotland: 

‘, . . industrialists have to look at their profitability. 

over the whole field, home and export. An outcry 

for export incentives is really a call for artificial 
means of making the export trade more profitable 
or, if you like, easier’. 
So long as British traders are evenly matched 
with their competitors overseas, then export 
business must be sought and cultivated for its own 
Sake instead of being treated as a temporary 
substitute for an otherwise buoyant home market. 


< 
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. The Distribution of Capital Profits 


by M. J. GREENER, B.A., A.C.A. 
Lecturer in Accounting, Staffordshire College of Commerce 


opinion within the accountancy profession 

that a surplus arising within a company f-om 
a revaluation of fixed assets could not be distri- 
buted as a profit unless: 


(a) the articles of the company permitted; 


(b) the surplus remained after the prcper 
revaluation of all assets; and 


(c) the surplus was realized. 


This opinion was founded on the series of 
cases including Lubbock v. British Bank of South 
America Ltd (1892) and leading up to Foste v. 
The New Trinidad Lake Asphalte Со Ltd (1400) 
in which case Mr Justice Byrne said: 


“It is clear I think that an appreciation in -otal 
value of capital assets, if duly realized by ѕа or 
getting in of some portion of such assets, may in a 
proper case be treated as available for purposes of 

` dividend. Accretions to capital may be realized 
and turned into money which may be div.ded 
among the shareholders.’ 


IE has for some time been the textbook 


Distribution of ‘Surplus’ 


{Now the Trinidad case concerned a surplus 


"which had in fact been realized. It was a matter of 

_whether the company could distribute that 
surplus among its shareholders. The Court 

• decided that it could. The question that natu-ally 
arises is this: suppose the surplus, being a 
genuine surplus, had not in fact been realized, 
but suppose that the company found itseK in 
possession of liquid funds in excess of its immedi- 
ate requirements, could it then distribute those 
funds in reduction of the capital surplus? 

The accountant, prudently interpreting Byrne, 
J.’s, judgment in its broadest sense, has hitkerto 
answered, ‘No’. This attitude was given support 
in the Scottish case of Westburn Sugar Refineries 

yLtd v. C.LR. (39 A.T.C. 128; 39 Т.С. 4) 
when the Lord President (Lord Clyde) said: 

. particularly in the case of an appreciation 
which is neither realized nor immediately realizable 
it would be illegal to distribute the surplus .. 

and Lord Sorn: 


...in my ves capital profits are not distribu-able 
ea they are realized .. ?. 


‘is, 


Such statements seem to forbid further dis- 
cussion. However, the company in this case was 
not proposing to distribute an unrealized surplus 
in the form of a cash dividend and so, to that 
extent, the particular issue did not arise. Be that 
as it may, a certain note of doubt as to the precise 
legal position has recently insinuated itself into 
the more important textbooks. In the tenth 


. edition of Ranking & Spicer’s Company Law (on 


which accountancy students seem so much to 
rely) we find that condition (6) in the first para- 
graph of this article has been amended to read: 

*.. . it is actually realized in cash or (semble) is 
' readily realizable’. 


No reason is given for this shift in emphasis 
though it may have been introduced as a result 
of the qualification added by Lord Clyde as 
stated above. In any event it is in line with the’ 
views expressed in the twentieth edition of 
Palmer's Company Law, pages 645 — 646. 

. ‘accretions to capital not realized but immediately 
realizable and proved to exist can apparently be 
brought in as profits but this seems never to have 
been expressly authorized and is subject to the risk 
of the revaluation being mistaken . . . (and, in 
practice) ... . the transfer of the net surplus to the 
"profit and loss" account will be admissible only 

~ in extreme cases and that, even then, it is highly 
undesirable.’ 

This seems to suggest that were a company, 
with liquid assets available, to revalue its assets 


and thereby disclose a surplus being an accretion 


to capital, then it could use those funds to distri- 
bute the surplus provided the surplus itself was 
‘immediately realizable’. 


Meaning of ‘Immediately Realizable’ 


Much seems to turn on the meaning of the | 
phrase ‘immediately realizable’. It is a strange 
phrase and the more it is examined the more 
transparent it becomes. Do we assume that the 
assets in question must be surplus to present 
needs and therefore theoretically available for 
immediate realization, or, on the other hand, do 
we argue that any asset for which a market exists 
to that extent, ‘immediately realizable’, 
whether or not the company can afford to release 
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it from its present use. Until we can answer this 
question satisfactorily the views contained in 
Palmer, although interesting, cannot be con- 
sidered altogether helpful. 

It is worth noting that the editors of Palmer, 
even in suggesting the legality of a cash dividend, 
did add that it would be “highly undesirable’. 
They went further, saying that: 

*. . . only in most exceptional cases in which no 
doubt exists on the permanent character of the 
accretion . . . would the transfer of the net surplus 
to the profit and loss account and its distribution as 
‚ dividend appear to be admissible, although, even 
in these cases, it would be an undesirable course 
to adopt’. 

Buckley, J., in the Dimbula Valley case, to 
which we shall presently refer, was similarly to 
invoke commercial wisdom. Such warnings are 
welcome, but.from the point of view of the 
accountant, they are not always relevant for in 
the role of company auditor, he is concerned with 
what is legal far more than with what is wise. 


New Opinion 

Expressed in this way. the position -seemed far 
from satisfactory. Then came the case of Dimbula 
Valley (Ceylon) Tea Co Ltd v. Laurie ([1961] 1 АП 
E.R. 769) and a wealth of new opinion. The facts of 
the case are briefly these. The company, having 
revalued its assets, proposed to capitalize the 
resultant surplus and issue bonus shares to the 
ordinary shareholders. 'The question was whether 
they could properly do this in view of the fact 
that the preference shareholders had a right to 
participate in surplus assets on a winding-up. 
Тће Court ruled that they could..'The grounds 
for the decision were various but turned partly 
on the argument that the capitalization was an 
alternative to a dividend, and as the dividend 
- would have been paid only to ordinary share- 
holders, so only they were entitled to receive the 
bonus shares. 

Now here again the Court was not called upon 
to decide specifically whether an unrealized 
surplus on revaluation of assets could be distri- 
buted in cash. Nevertheless, in the course of his 
judgment, Buckley, J., made certain observations 
` which, inevitably, seem to have a fairly general 
application. In referring to the Westburn case ће 
бе 

.. if the Court of Session was right in holding 

ru a reserve fund constituted as a result of a 

revaluation of unrealized fixed assets could not 

legally be distributed it would seem to me that it 
could not legally be capitalized . . .. 
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Lest it be assumed that this remark might be . 
taken (quite reasonably) as bearing on the 
Dimbula Valley case only, his lordship goes on, 
‘to posit a general rule, that, with certain named! 
exceptions (share premiums and capital redemp- 
Hon reserve): 

. only that which could be distributed in divi- . 

dde could be capitalized’. . 

It seems to follow from this that if a fund can 
be capitalized, then it can also be distributed as 
a dividend. Inasmuch then that it has generally 
been accepted that an unrealized surplus on a 
proper revaluation can (provided the rights of 
the various classes of.shareholders inter se are 
respected) be capitalized one must conclude that 
it can also be distributed. Further and, as it were, 


in answer to our original question as to whether 


any available liquid funds can be used for ће ~ 
purpose of such a distribution, Buckley, J., said: 
*Moreover if a company has fluid assets avail- 
able for payment of a dividend I can see nothing 
wrong in its using those assets for payment of a 
dividend and at the same time, as a matter of 
account, treating that dividend as paid out of a 
capital surplus баш from ап appreciation of 
unrealized fixed assets . . . .' 
Now it is true that die Coupes in the Dimbula 
Valley case was not asked to decide specifically 
whether an unrealized surplus could be distri- 


‘buted in cash. Nor was this so in.the cases on 


-which the learned judge seems principally to 
have relied, namely, R. A. Hill & Others v. 
Permanent Trustee Co of New South Wales (1930). 
and С.Г.К. v. Thornton, Kelley & Co (1957). 
In all these cases the question revolved around 
the capitalization of a surplus. Nevertheless, 
Buckley, J.’s, remarks can only be taken to mean , 
that the law, as it stands, would permit a cash 
distribution of an unrealized surplus. 


Logic and the Law 


In Candler v. Crane Christmas & Со (19 5 2, 
Asquith, L.]., is reported as saying: 

. I am not concerned with defending the present 
state of the law or contending that it is strictly 
logical – it clearly is not. I am merely recording 
what I think it is .. 

It is possible that Buckley, J., would subscribe’ 
to this view in connection with the case we are - 
‘now considering. Indeed, an accountant may be 
forgiven for hoping so, for the law as stated seems 
both illogical and commercially dangerous. 

The danger lies, firstly, in the manner in which 
the law will permit, in effect, the repayment of 


_ real capital (in the form of а surpluses) 


"i 
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while insisting on the retention of nominal 
capital and, secondly, in the new facilities offzred 
for the arbitrary milking of companies. 

It may be worth now examining the “ogic 


` which the law applies to the payment of divid2nds 


out of ‘non-trading’ surpluses. In the first place 
it is instructive to examine a particular passage in 
the Dimbula Valley judgment. This passage reads: 

* . . a capitalization of [capital profits] :s in 

essence the declaration of a dividend combined 

with the application of that dividend, on behalf of 
the shareholders entitled to participate in x, in 
paying up shares .'. .’. 

Now this may have clarified the position in the 
particular case but if it is intended (as is lizely) 
to be taken as a general rule then, with respect 
to the Court, it is most difficult to accept for 
, apart from anything else, it blurs the impo-tant 
“and real difference between what may be called 
the facts of capitalization and the facts of d stri- 
bution. After all, one is equally entitled to claim 
that the declaration of a dividend is, in essence, 
the capitalization of profits coupled wiih a 
simultaneous and equal reduction of capital and 
that consequently a dividend can never be paid 
except with the sanction of a special resolution 
under section 66 and the approval of the Court. 
This may appear absurd but it follows from the 
original premise. 


What Can be ‘Capitalized’? 


At this point it may be useful to examine the 
chain of reasoning by which the law possibly 
arrived at its present position. It is patent that 
the interest of shareholders in a company liss in 
two funds: the fund of capital and the furd of 
. profits. By ‘capital’ here is meant that part of the 
assets of the business which can only normally 
be returned to members on a winding-up. It 
includes not only subscribed capital as such, 
but also those surpluses which statute law insists 
be put aside and treated as additions to that 
capital. 

It would naturally be absurd to speak о: the 
capitalization of capital The issue of bonus 
shares in place of a share premium or cepital 
redemption reserve fund is merely a recogrition 
„у of the capital nature of that fund. Consequently 
" the only true ‘capitalization’ is the voluatary 
putting aside out of reserved profit of a sum 
which is considered to be needed permanently 
in the business. 

If then, as it appears, capitalization can only 
strictly be effected out of reserved profits and 
. as reserved profits are, by definition, ava-lable 
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for distribution, then it follows that capitalization 
can only be out of profits which are available for 
distribution. Finally, and as а corollary — if a 
fund can be capitalized then, equally, it can be 
distributed in dividend. 

So must run the legal argument and it would 
be a most reasonable argument did it not, in its 
application, beg two most important questions: 


(1) Is it true to say that all stated reserves are 
in fact reserved profits? 


(2) Is it true to say that the phrases 'are 
available for distribution? and ‘may be 
distributed' should be interchangeable? 


The first question has particular relevance in 
the present context for it is obvious that a 
revaluation of assets is most likely to take place 
during an inflationary period. Now.to suggest 
that a ‘surplus’ brought into being by an increase 
in the nominal value of assets represents a profit 
is absurd. Such a surplus is no more than a 
measure of capital depreciation and should it be 
capitalized, then the company is doing no more 
than to recognize this fact. Distribution of such a 
surplus, realized or not, would be effectively a 
return of capital. 

The second question puts forward a distinction 
which though delicate is of fundamental import- 
ance. It is this. То say that a fund is “available 
for distribution in dividend' is to make a general 
statement of little practical value. It takes no 
account of the fact that no distribution can be 
made from a fund unless there is something to 
distribute. In the matter of revenue profits the 
distinction is less important. There is still, of 
course, a certain time lag between ‘availability’ 
and ‘distributability’ measured by the- process of 
realization, but revenue profits generally are not 
represented by particular assets and any available 
liquid resources can be used in distributing them. 
When we come to consider capital profits, particu- 
larly those with which we are here concerned, 
namely, surpluses arising on the revaluation of 
fixed assets, the picture changes considerably. 
The reserve so created is not the same type of 
reserve as that arising out of revenue profits. 


Double-entry Confusion 


The issue is noticeably confused by the very 
nature of double entry book-keeping. We are in 
danger of becoming mesmerized by the very 
techniques which we use. Now when assets are 
revalued, the asset accounts are debited and а. 
reserve account credited. This does not create two 
funds, but one, and that one is reoresented by the 
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unrealized increase in the asset values. The 
heading “Reserve on revaluation of fixed assets' 
is merely the other side of the asset coin. It 
cannot be distributed simply because there is 
nothing to distribute, and there will not be unless 
and until the assets, or part of them, are actually 
sold. It is in acknowledgement of this and of the 
further fact that no sale is in most cases intended 
that the reserve is often frozen by the issue of 
bonus shares in its place. It is therefore illogical 
to say that such a fund cannot be capitalized 
unless it can be distributed when it is the very 
fact that it cannot be distributed that promotes 
` the capitalization. 


It will be objected that while the particular 
assets which gave birth to the reserve cannot 
(except in isolated cases) be distributed, there 
may be idle funds within the business which 
could be distributed in their place. Support for 
this objection was in fact contained in the 
Dimbula Valley judgment. It is, indeed, a very 
reasonable objection, but it overlooks one point. 
Those liquid funds were not brought into being 
by the revaluation; they must have been there 
beforehand, and if it was not reasonable to 
distribute them previously, it is difficult to 
appreciate how has it suddenly become reasonable 
to distribute them now. On the other hand, if 
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they were distributable previously why now make. 


the pretence that they are represented by the 
revaluation reserve. We have surely come to a 


strange pass if a journal entry of itself has Poe e 


to releáse funds. 


Real Nature of the Surplus 


Consider a simple example. A company has a 


machine which it uses for the purpose of earning 
profit. It revalues the machine and proposes to 
distribute the resultant surplus using cash that is 
idle in the business. But this surplus is by defini- 
tion part of the machine and the machine must 
be retained for use. How then can one speàk of 
distributing the surplus? То talk of idle funds 
being available is interesting but irrelevant. If 
the funds are already available there should be 
no logical need to revalue the machine in order 
to release them. 

It is because the asset must be retained that 
the surplus cannot be distributed. The surplus has 
no existence apart from the asset. This fact is 
recognized by capitalization; it is denied by 
distribution. It appeared to have been recog- 
nized by Mr Justice Byrne in the Trinidad case; 
it appears to have been denied by Mr Justice 
Buckley in the more recent Dimbula Valley case. 
And there, apparently, the law now stands. 


The arias. World 


TOPICS OF PROFESSIONAL INTEREST FROM OTHER COUNTRIES 


GERMANY 


Consolidated Accounting Problems 


T need to clarify underlying principles govern- 
ing consolidated accounting was the burden of 
an article in a recent issue of Die Wirtschaftsprüfung. 
For example, it is usually agreed that a sI per 
cent majority is sufficient to justify consolidating, 


but this case may produce accounts which are more- 


deceptive than ordinary holding company accounts. 
The consolidation will show.a liability to minority 
shareholders of 49 per cent of the capital and 
reserves of the subsidiary which, in an extreme case, 
can represent almost half the total assets of the group. 
Nor can it be argued that this lower limit ensures 
that the incidence of control is revealed in all cases, 
as full economic control can only be exercised by 
means of a two-thirds majority. Further, de facto 
control is frequently obtained with less than a 
51 per cent shareholding, particularly where a share- 
holder makes substantial loans to the company“ in 
the form of debentures. 


On the other hand, the'exercise of a different trade 
from that of the holding company is no excuse for 
non-consolidation, any more than is the existence of 
different operating divisions a reason for not prepar- 
ing accounts for a business as a whole. The sole 


criterion relevant in this connection, states the article, | 


is the existence of a permanent and voluntary 


shareholding; thus, if a bank holds the majority of 


the shares of another business as a result of fore- 


closure and in order to realize its security, there is a. 


strong reason for not consolidating that other 
business with the bank. Foreign subsidiaries should 
be treated on all fours with domestic subsidiaries 
wherever full convertibility applies. 

Although inter-company profits are to be eliminated 
by valuing stocks in the hands of the buyer at cost 
to the seller, no clear rules exist where the asset is 
fixed and not current. Where, for example, one sub- 
sidiary has invoiced machinery to another at the 
market price, complicated adjustments would be 
required for as-long as the machinery remained on 
the books of the buying company. The practical 


` 
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problems here, states the author, do not appear to 
have been faced. For example, suppose that a steel 
erecting company is the subsidiary of its largest 
customer, a mining company, then a large part cf the 
former’s profits are unrealized from the stand»oint 
of the group. Again, what is the position о: the 


minority shareholders in such cases? Montgorrery's . 


Auditing (1949, page 486) states that minority saare- 
holders have rights only to ‘realized’ profits, whereas 
Finney and Miller's Principles of Accounting (1953, 
page 393) states that the consolidated accounts аге по 
concern of the minority shareholders, whose c.aims 
extend to all the profit shown in the company's 
accounts. - 

One of the fundamental defects encountered in all 
legislation, says the author, is permission to con- 
solidate accounts prepared at different dates. here 
is little present-day significance in non-calendar year 
balance sheet.dates to justify this provision, in spite 
of the convenience factor which applies to sezsonal 
businesses. 


SOUTH AFRICA 


New Tax Proposals 


HE Commissioner for Inland Revenue has 
followed a somewhat unusual course by inviting 
taxpayers to give their opinion on new proposals he 
has made, These proposals, which take the foem of 
draft amendments to the Income Tax Act, have been 
published ‘to give interested persons the oppor-unity 
for suggesting any alterations or additions which 
would improve the scheme or remove anomalies’. 
They provide for the introduction of a pay-as- 
you-earn system of tax collection, to apply both to 
individuals and to companies, and for changes in the 
year of assessment for both. The P.A.Y.E. yzar of 
assessment for employees would start on March tst, 
1963, deductions for tax being made monthly on the 


И basis of tables issued by the Department of -nland 


Revenue. The year of assessment for comoanies 
would be changed to the year ending on the dzte the 
company closed its accounts, instead of the present 
year to June зо. Tax would be assessed on the 
estimated annual income of the company, and would 
be payable as to one-quarter at the end of each. of the 
fourth and seventh months and the balance at the 
end of the year of assessment.. T'he fiscal year would 
then close at the end o£ February instead of March 
31st. 

Since a change from payment of tax in arrears to 


. payment on current earnings would otherwise cause 


hardship to most taxpayers, provision has beer. made 
for various exemptions and rebates to be made to 
oe the period July ist, 1962, to February 28th, 
1963. . 

It is emphasized that at the present stage thəse are 
no more than proposals; the Government has лог yet 
accepted the principle of P.A.Y.E., and the draft 
amendments to the Act are still to be considered by 
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a select committee. Even if the principle is approved, 
it is by no means certain that the scheme can be in 
operation as early as next March. But it seems clear 
that the Government intends to make some such 
change, and that it is likely to come within the next 
two years. 


UNITED STATES 


Mergers of Accounting Firms 


R LOUIS Н. PENNEY, с.р.л., a Past President 

of the American Institute, reporting on his 
extensive investigation, by personal interviews and 
correspondence with partners, of the growing prac- 
tice of mergers between local or sectional firms and 
the larger national firms, quotes, as evidence of the 
accelerating trend, the fifty mergers reported for 
1946-55 as against 113 in the last five years. 

On the subject of referrals, Mr Penney says a 
great deal of work is at present being referred, chiefly 
from New York and Chicago and such industrial 
and financial centres, to accountants in -smaller or 
less industrialized cities. Some mergers. have been 
arranged to eliminate referrals but, in proper cir- 
cumstances, referrals have been successful in avoiding 
the necessity for merger. 

Concluding his report, Mr Penney says the mergers 
of local firms with large firms seem to benefit partners, 
staffs, clients, practices and public and to bring no 
harm to the profession. The trend will probably 
continue. Some local firms will always be necessary 
to serve the small and medium-sized clients. He 
thinks some action is needed to bring to clients of the 
local firms the specialized management services 
available only from the large firms. 


CANADA 


International Accounting Research 


Е Canadian Institute's 1961 annual meeting was 
aimed at drawing attention to the international 
responsibilities of the accounting profession. Mr 
Carman Blough, c.P.4., Director of Research of the 
American Institute, raised the question of inter- 
nationally accepted standards. He pointed out that, 
in most countries, the time and effort given to research 
has been barely enough to cope-with pressing domes- 


- tic problems, so that little thought has been given to 


international problems. He doubts whether any steps 
towards development of such standards on a formal 
basis are near. But he said that the greater interchange 
of ideas between professional bodies in different 
countries, in recent years, is slowly bringing about a 
standard of international acceptance. Mr Blough 
pointed out the part played by the large international 
firms of accountants in bringing the standards of 
acceptance in the more backward countries up to 
those in the United States, Canada and Great 
Britain. 
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The Scope of Management Accounting E А 


as the use of the accounts of the business to 
provide information as the basis of manage- 


Ме accounting can ђе defined 


by J. P. WILSON, F.C.W.A., F.C.LS. | е 
(2) whether, and by what means, to expand the 
business; 
(3) whether, and by what means, to contract the 
business ; 


ment action. There is nothing new in this when we 
consider, for example, that for centuries the accounts 
of customers have been used as the basis of action 
to collect debts. What is new is the increase in the 


extent to which accounts are used for this purpose: 


and the development of accounting techniques to 
this end. Costing, as generally understood, is one 
part of management accounting. 

"The accounts of a business can provide information 
for different purposes and it should be recognized 
that one set of figures may not hold good for all 
purposes. А significant distinction can be drawn 
between the provision of information for manage- 
ment which can be termed ‘management accounting’; 
and the provision of figures for submission to 
shareholders, or owners of a business, which can be 
termed ‘stewardship accounting’. For example, the 
value of stock at the end of the year may be £200,000 
for the purpose of management decisions on manu- 
facturing and trading operations, but in the annual 
accounts presented to shareholders all fears and 
contingencies are taken into account and prudence 
might dictate to the management that it should err 
on the side of conservative finance and show stock 
at £180,000. It is fair to say that invariably such 
conservative stock valuations are employed con- 
sistently from year to year. 

The failure to recognize this distinction between 
management accounting and stewardship accounting 
and the attempt to use, in monthly financial state- 
ments for management purposes, figures on the same 
basis as for annual accounts, can make nonsense of 
such monthly financial results. 


Decision and Control 


Management requires information as the basis for its 
actions which fall roughly into two categories — 
decision and control. In designing any system of 
management accounting it may be well to consider 
the particular problems for which information may 
be necessary. š 
Information may be required for major decisions 
or for day-to-day décisions. Major decisions may be: 
(1) manufacturing and trading policy for the year, 
including policies on inventory levels, material 
supplies, sales and capital expenditure; 


А paper presented and discussed at a joint meeting of the 
Coventry Area Branch of the Birmingham and District 
Society of Chartered Accountants and the Coventry and 
District Branch of "The Institute of Cost and Works 
Accountants last Wednesday. 


(4) selling policy as regards selling prices, intensity 
of selling effort, advertising, etc.; 

(5) disposition of capital resources as, for example, 
between fixed assets and working capital. 

Day-to-day decisions to be taken by management 

may, among others, include the following: 

(1) fixing selling prices; 

(2) selection of the most profitable work; 

(3) methods of working; - 

(4) decision to make or buy out. 


It is not suggested that all the information used as 
the basis for decision will be provided by the manage- 
ment accounts. Other functions of the business, as 
for example the production control department, may 
provide such information. The feature of information 
from management accounts is that it is normally 
expressed in the useful common denominator of 
£ s d. Also, it is not suggested that the management 
accounts will invariably give the answer to the 
problem. Frequently the management accounts will 
provide the data, but the decision can only be made 
by the exercise of judgment utilizing such data. 


Control Procedures 


It is not sufficient for management merely to make 
decisions; it must ensure that they are implemented. 
This is done by the incorporation of control pro- 
cedures in the management accounts. If the decisions 
are embodied in budgets, the control exercised 
through budgetary control and standard costing can 
be very effective. Such measures of control may 
cover: 

(z) Sales performance and the analysis of the 
variance between budget and actual to its causes 
such as volume of sales, pattern of sales and 
selling prices. 

(2) Profit margins analysed to sources in markets, 
product groups, areas, etc. 

(3) Costs of production such as material prices, 
material usage, wage rates, labour efficiency, 
plant operating efficiency, capacity employed and 
spending on overhead expenses. ` 

(4) Cost and progress of capital expenditure pro- 
Jects. 

(5) Financial savings achieved by capital expen- 
diture projects. 

(6) Disposition of capital resources to ensure that 
adequate working capital is available to carry 
on the business, that stocks are properly con- 
troled, that customers! accounts outstanding 


E 


> 
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do not get out of hand, and that cash is avcilable 
to meet all requirements. 


'The provision of such extensive informaticn for 
decision and control is no mean task and calls for 
skill and imagination on the part of the management 
accountant, not only in the devising of the system 
to provide the basic information, but also in the 
selection of the appropriate data and their ргезеп!а- 
tion as the information apposite to the purpose for 
which it is required. In considering the meens of 
providing information two guiding principles may 
be expressed in the following catch-phrases: 

(1) There is no such thing as an absolute cos . For 
example, the product cost required as the basis 
for fixing a long-term selling price to a major 
customer in the home market may be very 
different from that required for fixing a cut 
selling price in the export market during z trade 
recession. И 

(2) One cannot have all the information on tap all the 
time. This is impossible because of the range of 
the information required. Consequently con- 
tinuous accounts will be kept of those matters 
of the greatest importance, and of those about 
which information is required continuous у, for 
example, control information. Other infor- 
mation, such as that required for once-and-for-all 
decisions will be obtained by ad hoc investigation. 
Ad hoc investigation may entail abstracts from 
the continuous accounts, keeping temporary 
records and even physical studies such as time- 
study or weighings. . 


Concepts of Accounting 


In addition to the use of different means of reccrding, 
management accounting is composed of diferent 
concepts of accounting and costing. The three major 
concepts in common use are (a) historical accounting, 
(b) budgetary control and standard costing, (c: mar- 
ginal costing. These are distinct but not mrtually 
exclusive. | 


(a) Historical accounting is essentially the analysis 
of actual income and expenditure under the headings 
required. By virtue of its fundamental importznce it 
permeates the whole of management accountng. It 


may be employed wholly or in part in the preperation . 


of a profit and loss account; it is the major concept 
underlying an orthodox system of actual job costs, 
and it is employed in budgetary control and stzndard 
costing to establish the actual costs directly incurred 
by each department. 


(b) Budgetary control and standard соло is 
essentially a technique in which emphasis :s laid 
upon the planned revenue and expenditure. his is 
compared with the actual revenue or expenditure, 
but only to the extent of the significant detail, tc show 


the variation from plan. This variation is then arzalysed . 


to its causes. An illustration of two principles of 
budgetary control and standard costing is given in 
Figure 1 of a very simplified operating accoumt of a 
production department for an accounting pericd. 
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Figure 1 
. DEBIT 
Departmental costs directly incurred £ £ 
Wages у 
Salaries Ascertained by у 
Consumable stores ( historical accounting v 
etc. V 
— 2,000 
Charges from service and administra- 
tive departments 
Electricity V 
Works maintenance у 
Stores .. RD а T ie V 
Works general personnel charges . . у 
1 » space charges V 
etc. у 
Total actual cost to department £3,500 
CREDIT 
Standard cost of work produced £ £ 
Product А. 1,000 at £1 each 1,000 
Product В. 2,000 at £5 ,, 1,000 
Product С. 1,000 at 41-2 ,, 1,200 
— 3,200 
Net variance between standard and 
actual cost 
Excess cost in respect of: 
Material usage 300 
Wage rates 50 
Spending cn overheads 100 
Capacity employment 80 
; 530 
Less Cost saving on labour efficiency 230 308 
£3,500 


'The two principles illustrated are: 


(1) The total actual cost of the department is com- 
pared with the total standard cost of the work 
produced, and the comparison does not extend 
to each separate product. Ап analysis of actual 
costs to products is not made, firstly, because 
the so-called actual costs of products may not be 
significant, and secondly, because it may be 
neither practicable nor economic. 

(2) 'Гће variance is analysed to its causes, and indeed 
excess costs and cost savings arise from causes 
general to the department rather than from the 
particular products manufactured. Therefore an 
analysis of variance to causes is more significant 
information. 

There are two stages in budgetary control and 
standard costing. The first stage is the “study and 
planning' stage when the plans are drawn up expressed 
in budgets, performance standards and standard costs. 
The study of the operations of the business necessary 
to 'establish the plans frequently reveals economies 
that can be made immediately. The second stage is 
the ‘control’ stage when for every accounting period 
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the planned results are compared with the actual 
results to reveal the excess costs or cost savings and 
their causes. It is then necessary to reach behind the 
figures of particular significance to establish the 
action to be taken. 


(с) Marginal costing. Whereas: budgetary control 
and standard costing has a particular value in the 
provision of information for control purposes, the 
third major concept - marginal costing – has а par- 
ticular value in е: provision of information for 
decision, especially short-term decisions. Marginal 
cost is defined as 'the amount by which aggregate 
costs are changed if the volume of output is increased 
or decreased by one unit' This is illustrated in 
Figure 2. 

This illustration shows that if a certain course of 
action is taken certain costs, which tend to be variable, 
will be affected; but other costs, which tend to be 
fixed, will be unchanged. Marginal costing is the 
provision of information which takes this distinction 
into account and presents the marginal cost applicable 
to the action under consideration. As the classifica- 
tions of-cost do not fall clearly into the categories 


of variable and fixed, but the variability of each . 


element depends upon the particular circumstances 
of the course of action being considered, it is normally 
not advisable to incorporate the presentation of 
marginal costs in the continuous cost accounts. It is 
preferable to ascertain marginal costs by ad hoc 
investigation when the particular circumstances of 
each matter can be taken fully into account. 

In the provision of the appropriate information to 
management, the accountant must be prepared to 
use, as n all the concepts of management 
accounting and all the various recording means. 
Furthermore, the information necessary may not 
be confined to what has happened or what had been 
planned to happen; the accountant may be required 
to give information on what is likely to happen, 
perhaps even under conditions not previously 


experienced. In doing so he may find it helpful, and . 
indeed necessary, to draw upon the knowledge of: 


` the technical, marketing and other branches of the 





Figure 2 
ILLUSTRATION OF MARGINAL COST 
C=B—A 


A B 






Aggregate 










Aggregate 











Cost of Cost of 
1,000 Units} 1,001 Units 
| £ sd 
Direct labour 1,001 0 O 
Direct materials 100! 00 
Variable overheads 500 100 
Marginal'cost ., 2,502 10 0 |. 2 10 
Fixed overheads 1,000 0 0 — 
-Total cost .. £3,500 £3,502 10 0 | £2 10 0 


Marginal cost 
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business. Cost information, for example, may be an 
amalgam of past costs and estimates for the future. 


Types of Information 


The information provided to management will take 
an infinite number of forms, dependent upon: the 
purpose for which the information is required and 
the technique of management accounting employed. 


‘The forms of established financial statements such 
`аз the balance sheet and the profit and loss account 


have been influenced by the development of manage- 
ment accounting. 


Balance Sheets . 


The development in the form of the balance sheet is 
illustrated in Figure 3 showing a traditional balance 


‘sheet and Figure 4 showing a modern form of balance 


sheet for management purposes. The modern form 


is more logical in its arrangement. For example, it, 


shows clearly the significant figures of working capital, 


the net worth of the business and the value of the. 


ordinary shareholders’ interest. Furthermore, it 
shows trade investments and stock at their real values 


-with the corresponding reassessment of the reserves 


of the business. 


Profit and Loss Statements | 


Alternative statements of profit and loss are illüstrated 
in simplified form in Figures 5 and 6. Тће traditional 
profit and loss account shows a profit after tax of 
£49,000, giving details of the expenditure and income 
by. classifications of their nature. Such information 
is relatively simple to present, but is of little value to 
management in any other than a small business. 'The 
modern form of profit and loss account also shows a 
profit after tax of £49,000, but it conveys information 
that is of value to management. It shows thzt the true 
profit before tax applicable to the period is not 
£106,000, but is £114,000, as £8,000 represents only 
an adjustment of the stock reserve created for 
stewardship accounting purposes. It shows that sales 
have been appreciably less than those planned, 
mainly due to volume and a failure to achieve the 
planned level of selling prices. Actual costs of produc- 
tion have exceeded standard costs by £4,250, in spite 
of a fall in material prices of £5,000 and а gain in 
operating efficiency of £9,000. A supplementary 
statement to the profit and loss account will show 
the departments in which these cost savings or excess 
costs arise. Another supplementary statement will 
show the sales, standard cost of sales and standard 
profit analysed to its origins by product groups; 
markets, areas or end uses. The presentation of such а 
form is dependent upon the operation of a system of 
budgetary control and standard costing. 


Source and Disposition of Funds 


The disposition of the capital resources of the busi- 
ness can be based upon information shown in the 


-statement of the source and disposition of funds as 


an, 
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Figure 3 TRADITIONAL =ORM OF BALANCE SHEET 
| Liabilities — ' Assets 
Previous E Current Previous Current 
Year Year Year, Year 
Share Capital £ £ £ 
150,000 150,000 6% Preference of £! .. 130,000 Fixed Assets 
200,000 200,000 Ordinary Shares of £1 .. 220,000 80,000 Land and buildings .. 100,000 
mom 215,000 Plant and machinery. . 250,000 
350,000 330,000 45,000 Fixtures and fittings 50,000 
150,000 Capital Reserves ad i ss [30,000 340,000 400,000 
Revenue Reserves . 
200,000 General Reserve... £200,000 100,000 Trade investments at cost 100,000 
90,762 Profit and Loss Account 122,000 
—— — Current Assets 
290,762 322,000 180000 Stock C 
SER. = 190,00 Accounts receivab e etc. А 
40,000 Reserve for future taxation .. .. 50,000 245,562 Cash š ЈЕ 22,250 
100,000 53% Loan Stock ¿š m .. 130,000 —— 
Current Liabilities 615,562 ~ 614,250 
80,000 Trade creditors etc. .. 90,000 
35,000 Current taxation .. . » 40,000 
9,800 Proposed ordinary dividend 12,250 
124,800 142,250 . 
#1,055,562 £1,114,250 — £1,055,562 £1,114,250 
Figure 4 MODERN FORM OF BALANCE SHEET 
Previous Current 
Year Year 
Fixed Assets Е Ё Ё Ё 
80,000 Land and buildings s 5 | 100,000 
215,000 Plant and machinery  .. . + X. 250,000 
45,000 Fixtures and fittings — .. E A КЕ 50,000 
340,000 400,000 
295,000 Trade Investments at market value 310,000 
Working Capital 
Current Assets 
200,000 Stock (at commercial value) .. e E si a 33 .. 280,000 
190,000 Accounts receivable .. Vx RM 2i uc dea . ^ .. 340,000 
245,562 .Cash .. ys s КЕ я ка vs ee = ee 22,250 
635,562 | 642,250 
—— Current Liabilities 
80,000 Trade Creditors etc. .. г e T ка m as T 90,000 
35,000 Taxation “~ m és ae se - sx 40,000 
9,800 Dividends payable Ys а s A 36 Vs Vs ç 12,250 
124,800 142,250 | 
510,762 Working capital .. 500,000 
£1,145,762 Net Worth of Business £1,210,000 
Е Represented by: : £ 
40,000 | Set aside forfuturetaxation.. — .. — ..  ..  .. ° 50,000 
100,000 52% Loan Stock š ʻi 100,000 
150,000 Preference share capital — 150,000 3% preference shares of £1 ` Pais 150,000 
Ordinary shareholders' interest: 
200,000 Issued share capital – 200,000 SUN of £I nominal . 200,000 
150,000 Capital reserves КА Ре . 150,000 
200,000 General reserve .. 200,000 
195,000 Appreciation of trade investmerzs. .. 210,000 
20,000 Stock reserve .. 28,000 
90,762 Undistributed balance of Profit and Loss Account 122,006 
855,762 $10,000 
£1,145,762 £1,210,000 
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Flgure 5 
£ 

Opening stock .. 180,000 
Purchases V. . 466,250 
Wages – direct workers 87,000 
Carriage 14,000 
Gross profit . 404,750 

£1,152,000 


£ 
Salaries .. 
Indirect labour 
Overtime premium 
National Insurance «x i4 Es - 
etc. eu E gu n ~ .. 307,000 
Profit on manufacturing and trading.. 


97,750 
£404,750 

£ 
Loan interest – gross .. 5,750 
Taxation 57,000 
Profit after taxation 49,000 
£111,750 








PROFIT ANDLOSS APPROPRIATION ACCOUNT 


£ 
12,250 
5,512 


17,762. 
122,000 


£139,762 


Dividends, less tax – Ordinary 
Preference 





Balance .. 





illustrated in Figure 7. This statement is based upon 
the balance sheet totals at the beginning and end of 

` the .period under review, which should preferably 
be the month and also the year to date. Its purpose 
is tó depict the trends in the movement of resources 
in order to achieve a proper balance between fixed 
capital and working capital, and between the con- 
stituent elements of working capital. For example, in 
the business illustrated, cash has been heavily run 
down by £223,312. £135,000 has been spent on 
additional fixed assets, stocks are up by £80,000 and 
accounts receivable by as much as {£150,000 or 
78 per cent. 


Financial Ratios 


It is not claimed that the study and control of the 
assets and liabilities of a business are something 
which has been developed as a part of management 
accounting. Indeed it has been practised for a very 


Ё 
Ѕа[еѕ 900,000 
Closing stock 252,000 
£1,152,000 
£ 
Gross profit . 404,750 
£404,750 
£ 
Profit on manufacturing and trading.. 97,750 
Rents received .. 750 
Dividends received — gross 13,250 
£111,750 
£ 
Profit for year after tax 49,000 
Profit from previous year — .. æ Y .. 90,762 
£139,762 


— 


long time, frequently as a matter of grim necessity. 
Management accounting now embraces, as a matter 
of regular routine, the study of these figures which 
was previously carried out informally and frequently 
too late. A further development of management 
accounting is to extend the study of the profit and loss 
figures and the balance sheet figures, not only 
separately but in relation to the other set cf figures. 
‘Financial ratios’ is the name given to this develop- 
ment and the following are a small number of such 
ratios in fairly common use: 


(1) Profit : capital employed (£119,750 : £1,210,000 . 


=g'9 per cent) 


(2) Profit : sales (105,750 : 
cent). 


(3) Sales : capital employed (£900,000 : (£1,210,000 
— £310,000) = 1*0). 
(This is sometimes known as the rate of capital 
.turnover.) 


£900,000— 11:7 per 


A, 


^ 
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(4) Accounts receivable : sales (£340, ooo : (£900,000 
=12)=4'5 months). 
(s) Stock : cost of sales (£280,000 : (£790, 90012) 
==4'2 months). 
A ratio does not of itself tell very much, but when a 
ratio is ascertained at regular intervals the trend can 
be very significant. If the ratios of a business can be 
compared with those of other concerns in the same 
group of companies or industry their value is con- 


siderably enhanced. 


‚ Departmental Operating Statements 


A feature of the concept of budgetary сопітсі end 
standard costing is the emphasis upon the depar-ment 
as the point at which performance is measurei end 
controlled. The departmental manager has a very 
large influence upon the setting of the budgets for his 
department and he is presented at frequent intervals, 
,, normally monthly, with a departmental operating 
7*7 statement setting out the actual cost of his department, 
the standard cost and the variance between them 
analysed to its causes. 

An example of a departmental operating statement 
is shown in Figure 8. John Smith, the manager 
of this department, has spent £59,870 to achieve а 
production of 1,900 tons of a standard cost va ue of 
£57,800. The net excess cost of £2,070 is shown 
analysed to its causes. The value of this statemen: does 
not lie wholly in the information which it conveys 
to the departmental manager — and indeed he should 
generally be aware of the factors which are ceusing 
variance from the planned result, even if he does not 
know their monetary importance — but it lies also 
in the incentive to the departmental manager to 
control his department keenly in anticipation ef che 
publication of his monthly results. 


Cost of Products 


The cost of products is another form of наса 
which is of considerable importance to management. 
Figure 9 illustrates a "Product standard cost form’, 

in which provision is made for the calculation of the 
marginal cost if and when required. 'The advantage 
of the standard cost of. a product is that it represents 
the intrinsic value of the product. A feature cf the 
preparation of product standard costs is that in any 
but the simple types of production, the management 
accountant cannot prepare such costs without 
technical assistance. ЈЕ is necessary first to have a 
technical specification of the material content, the 
conversion operations and the value in work units 
of each operation before the management accountant 


* can apply his money values in the form of meterial 


prices and conversion cost rates. 

In the orthodox systems of budgetary contrcl and 
standard costing the product standard cost is the 
maid of all work. It is used either in total or ir part 
for the valuation of departmental production, produc- 
tion delivered into finished stock, goods dispa-ched 


to customers, work in progress and finished stock, 
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Figure 6 
MODERN FORM OF PROFIT AND LOSS 
ACCOUNT 
(Based on the use of standard costing) 
£ 
Budgeted sales .. i. 1,000,000 
Less Gain (4-) or Loss (— ) due to: 
Volume of orders .. — 80,000 
Pattern of sales .. + 10,000 
Selling prices . . — 30,000 
—— — 100,000 
Actual sales ; 900,000 
Less Standard cost of sales 790,000 
Standard profit on actual sales . 110,000 
Adjustment for Cost Savings (+) or 
Excess Costs (—): 
Material prices .. + 5,000 
Material usage .. — 3,000 
Wage rates ç .. — 2,000 
Operating effi idency . 2s .. + 9,000 
Capacity emplayed .. - 7,000 
Spending: . . — 6,250 
Net excess cost .. — 4250 
Actual manufacturing and trading profit 105,750 
Add Miscellaneous income: 
Rents .. 750 
Dividends received 13,250 
— 14,000 
119,750 
Less Loan interest 5,750 
Profit (on management accitis basis) 114,000 
Less Increase in stock reserve : 8,000 
Profit before tax (on annual accounts basis) 106,000 ` 
Less Taxation .. . SS | 57,000 
Net profit after tax - ·.. £49,000 
Figure 7 
STATEMENT OF SOURCE AND DISPOSITION 
OF FUNDS 
Source of Funds £ £ 
Profit after depreciation and tax .. 49,000 
Add back Increase in stock reserve 8,000 
Depreciation | ,000 
А — 132,000 
Increase in amount retained for future 
taxation ' T Vs $3 10,000 
£142,000 
Disposition of Funds 
Expenditure upon fixed assets 135,000 
Payment of dividends — net 17,762 
152,762 
Less Decrease in working capital 10,762 
£142,000 
Analysis of Changes in Working Capital 
: Increase-- 
Year! Year 2 Decrease— 
Current Assets £ У £ 
Stock | 200,000 280,000 -- 80,000 
Accounts receivable etc. 190,000 340,000 +- 150,000 
Cash 2 245,562 22,250 — 223,312 
635,562 642,250 +- 6,688 
Current Liabilities 124,800 142,250 + 17,450 
Working Capital .. . £510,762 £500,000 — £10,762 
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and scrapped work. It is widely used as the basis for 
fixing or assessing selling prices, although for this 
purpose the product standard cost may be adjusted 


to provide the information pertinent to the particular. 


circumstances. For example, it may be adjusted by 
the elimination of fixed costs to provide a marginal 
cost; or it may be adjusted in respect of some of the 
current variances. 


Capital Expenditure Statement. 


A capital expenditure statement is commonly presen- 
ted at monthly intervals to enable management to 
control this important sector of the business. The 
normal procedure is that capital expenditure projects 
are sanctioned by the management at specific esti- 
mated costs. The cost of each project is normally 
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ascertained by historical accounting methods and a 
monthly statement presented listing the current 
projects and showing in respect of each one: 


the amount of money sanctioned . Y gs .. А 
expenditure for the current month .. ... B 
expenditure to date . .. C: 


commitments in addition to expenditure todate D 
` balance uncommitted .. E—A-—(C4-D) 
over- or under-spending | 


'The last item presents some difficulty. Frequently 
the over- or under-spending is not known until the 
termination of the project. If, however, the project 


is split into stages and separate amounts sanctioned .. 


for each stage, or indeed for the major elements of 
each stage, the variation from sanction is made 
known as the work proceeds. 


~ 

















. Figure 8 
DEPARTMENTAL OPERATING STATEMENT Period.................... November 1961 UU aa 
Throughput....................2,000 tons... aaa Рерагётепе........................... PI - Refining s 
Capacity Employed. l 159 ee Manager ........ s John Smith Les 
Output.............../,900 tons............... x 
Cost Classification АПУ Ена I ы Notes. 
: £ £ ` 
Charge stock 40,000 40,000 | 
Chemicals 3,000 3,200 ‘Mainly excess usage of A.B. 
Fuel š З T . ` 2,000 2,050 Ee a 2 
Operating materials ` Tia pay x 1,000 1,100 Heavy replacement of Filter 
. TS ~ Cloths, £350. 
Steam => ме БА ТА is .. 2,500 2,800 Under investigation. 
Electricity .. vs КЕ ET Ре т vis 1,500 1,450 
Gooling water HS КЕ .. "s we H^ . 900 ` 900 
‘Operating labour ... vs re 1,400 1,700 Excess Wage Rates, £150. 
| же : . : Two men above budget. 
Miscellaneous departmental expenses ` 500 520 1— 20 - TE 
General charges: | 
Material handling s ze ss 1,000 1,000 — 
Personnel . € ss .. КЕ 300. 350 |— 50 
Buildings rent E А . 800 800 |. — А 
Plant and machinery rent! а š 4,000 4,000 — 
Cost of actual throughput .. 58,900 — 970 
Cost Saving (£Y or Excess (—): . oe 
Capacity utilization 5. 5 tes .. 500 + ` 500 Working two week-ends, 
Rate of throughput .. .. .. .. — 1,G00 — 1,000 Efficiency 83-3 ber cent. 
Yield efficiency  .. s «> i | 600 — 600 | Very bad yield on Product C. 
; See separate report. 
` Total departmental result.. .. ... £57,£00 | £59,870 | —£2,070 | 
| Standard Cost, Standard 
Product Tons per toa Cost 
; Е £ 
OUTPUT A .. m . 500 50-0. 25,000 ^ 
B .. m ee 3 400 . 25-0 10,000 
Co Бел ws .. 1,000 228 22,800 
| 590 — £57,800 . 
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Personnel Statistics 


Personnel statistics, which indeed may be provided 
by the personnel department and not by the manage- 
ment accountant, are valuable information for 
management. It has been said with some truth that 
labour costs are controlled at the engagement stage 
and if a man once gets on the payroll there will 
always be some work which he can do. It is probably 
more true to say that there will always be some work 
in which he can share. Therefore a tight control 
should be kept on labour engagement and, in addition, 
a weekly or monthly statement prepared showing in 
respect of each department the numbers employed, 
left, engaged or transferred in or out of the cepart- 
ment. Such statistics need only be simple and could 
et extracted from the wages and salary pay- 
rolls. . | 
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Statistics of Orders 


While the convention is that orders do not enter into 
the accounts of a business until they become dis- 
patches of goods, nevertheless statistics of orders 
are vital information for management. 'The manage- 


· ment accountant will frequently be concerned with 


the preparation of an analysis of orders, parallel with 
the analysis of sales, to categories such as markets, 
areas product groups or end uses. It' may also be 
necessary to maintain records of the balance of orders 
under the same categories. | 


r 


Ad hoc Statements 


Apart from the major statements of information to 
management which have been described, there will 
be an infinite variety of ad ћос cost statements varying 
with the nature of the business and the purpose for 





Figure 9 


PRODUCT COST FORM К 
with provision for the calculation of the Marginal Cost when required 















PRODUCT STANDARD COST Period............ 1961-62... ss 
Part No dad iiaeaa 
Description............Component 3382. Cost рег... Each ss 
: - Memorandum 
MATERIAL Dept - Standard Standard | Cumulative FIXED COST 
C.C. Quantity Price Unit Cost Standard | — 
' Description | joe Cost Rate Cost 
Е. £ £ 
Iron Casting Patt. 338 P.I 1-550 +325 325 
LABOUR and OVERHEAD 
— Dept Standard 
No. Operation C.C. Time 
| | Turn on centre lathe | PI/I 2-455 -160 240 
2 | Mill PI/3 3:535 •180 +360 
3 | Grind.. P.2 4:305 210 
— 1-135 
1-135 Е 
3:170 
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which the information is required. In the submission : 


of such reports it is particularly necessary to ensure 
that the information is apposite to the problem 
presented and that the information is properly 
interpreted. 

Figure то is an illustration of information with 
regard to the problem of guiding the sales department 
in the selection of the most profitable work when 
customer demand is high. If rule-of-thumb pro- 
cedures were followed the management would 
probably be presented with comparative figures of 
total cost, selling price, profit and profit per cent of 
selling price. Аз product B showed the greatest 
profit percentage at 16:1 per cent, the decision would 
probably be made that the sales department should 
push product B. In this case, however, the fixed 
overheads of the business will not be affected and 
the criterion of profitability should be the difference 
between the marginal cost of each product and its 
selling price. This difference is termed ‘contribution’, 
because it is the contribution that each product or 
product group makes to a fund out of which the 
fixed overheads of the business are met, leaving the 
balance as profit. Furthermore, the most desirable 
product is that which makes the greatest contribution 
in relation to the factor which limits the production 
of the business. In this case, if material was in short 
supply it would be necessary to use this material to 


the best advantage, and therefore product C. would. 


be the most profitable product as it yielded the 
greatest contribution (5.50) per Дт of direct material. 
If, however, direct labour was the limiting factor, 
the sales department should be directed to push 
product A. as yielding the greatest contribution 
(£400) per Дт of direct labour. 





Figure 10 


ASSESSMENT OF THE SHORT-TERM . 
PROFITABILITY OF PRODUCTS 


Cost Element Product ; 

А B `C 
A Direct material .. £500 225 1:00 
B Direct labour Ке ss 25 100 -40 
С Variable overhead.. 10 40 +15 
D==A+B-+C Marginal cost | .. 535 365 1:55 
Е Fixed overheads .. .. 75 25 DB 
F=D+E Total cost .. 610 3-90 1-80 
а Selling price 6:35 465 2:05 
H=G—F Profit ss zi .. "25 75 25 

j H < 100 Profit as percentage of sel- 

- G `l “fing price .. 3:995 16-1% 12:497, 
K=G—D Contribution per product .. 1:00 1-00 +50 
1=К--А Contribution per £1 direct | 

` material n» .. 20 44 50 
М:=К--В Contribution per £1 of direct | 
labour  .. 55 .. 400 1-00 1-25 
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Conclusion 


The presentation of information to management calls 
for the exercise of judgment. There can be inflation 
of paper-work as well as of money, and the more 
documents are published the less value each docu- 
ment has. There is a physical limit upon the quantity 
of information which a manager can read; and the 
amount he can digest and act upon is much less. 
Care should be taken that significant information 
is not buried in a mass of relatively unimportant 
details. 

As the directors and executives of a business are 
concerned with the longer view it is normally sufficient 
to provide them with the regular information monthly. 
More junior executives, such as departmental fore- 
men, wil usually require weekly figures of such 
items as wages, labour efficiency, material usage 
efficiency, etc. Daily figures may be provided by 
the prime records in the department, as for example 
of output, but only in exceptional cases should it 
be necessary or advisable for the management 
accountant to feed back daily figures to a depart- 
ment. 


It is necessary that information for management 


purposes should be presented promptly. This is not 


difficult. It is a matter of clerical organization with. 


this definite aim in view and the common-sense 
avoidance of straining after over-meticulous accuracy. 
It is also necessary that the information should be 
clearly and simply presented,-with some regard for 
the attitudes and habits of the recipients. If a parti- 
cular member of the management is frightened by a 
column of figures but has a liking for graphs, it 
would be well to convey information to him in that 
form. ; ; 

Management accounting is of little avail if the 
information is not used. Once it is established that 


Mer 


the information is absolutely relevant and reasonably . 


concise, the first necessity is for the management to 
study the information. In this connection it should be 
recognized that it is almost impossible to present 
management accounting figures on fairly complex 
issues in such a form that the complete novice can 


understand them; and it is necessary for all members - 


of general management to acquire some under- 
standing of the financial aspects of management, 
particularly in relation to their own business. ` 

One means of promoting effective use of informa- 
tion is by its consideration at formal meetings 
attended by all levels of management concerned. 
Proper minutes should be kept of such meetings, 
recording the decisions taken and indicating clearly 
the persons responsible for the necessary action. 

Management accounting is one part of the whole of 
management procedures. If management accounting 
is to be realistic and economic it must Бе integrated 
in the general scheme of procedures of the concern. 
Likewise, in the sphere of human relations there is an 
inter-dependence between the management account- 
ing department and the other departments which 
make up the organic structure of a business. 
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* Weekly Notes ° 


RECEIPT STAMP DUTY 


HE Institute of Municipal Treasurers and 
Accountants has suggested to the Chancellor that 
receipt stamp duty should be abolished, basirg its 
representations on the administrative economy that 
would result. 

< According to Inland Revenue estimates the annual 
yield from receipt stamp duty has declined from 
£s million in 1956-57 to Z£r:6 million in 1965-61, 
a yield which, in the opinion of the Institute, ts too 
'^ trivial to justify the time and effort involved in pur- 
chasing, affixing and cancelling many millions. 5f 2d 
stamps each year (192 million 2d stamps in 196c—-61). 
It is apparent that the decline in yield must very 
largely be attributable to the effect of the Cheques 
Act, 1957, and to the mistaken belief that this Act 
altered the law relating to the issue and stampiag of 
receipts: it seems likely that the growing popularity 
. of payment by cheque and credit transfer will result 

in a further decline. 

The Institute thinks that a disproportionate share 
of the duty is paid by local and public authorities: 
it is estimated that as much as one-quarter or one- 
third of the total yield comes from the stampiag of 
receipts for gas and electricity accounts and for 
general and water rates. : 

The Institute says that abolition of the tedious and 
empty formality of stamping receipts would: make a 
small but useful contribution towards the Govern- 
ment’s aim of securing higher productivity and faster 

. economic growth. | 
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HIGHER STEEL PRICES 


HIS week the price of steel in the Uaited 
Kingdom market was raised by an average of 
255 a ton or 2% per cent. The increases represent 
the results of the periodic review by the Iron and 
Steel Board of the industry's prices. These reviews 
take place at two-and-a-half-year intervals and the 
new review was due about April of this year. The 
,announcement two months in advance is a measure of 
* the pressure from the industry to have its price struc- 
ture raised at a time when costs have increased and 
the industry is expected to run at about 75 per cent 
of capacity for at least the first half of 1962. Steel chair- 
men have been somewhat forceful in their annual 
reviews to shareholders about the disparity between the 
trend of steel prices and costs in the last year or so. 
The biggest.increases have been granted where 


British home prices are well below continental levels; 
thus the price of sheet steel goes up by 53 per cent 
and tin plate by 45 per cent. Billets and re-rolled 
products go up by only 1 per cent. The general effect 
of the increases will be to leave the level of steel 
prices in this country very similar to those in the 
European Common Market. 


STEEL COMPANY'S RATE ASSESSMENT ` 


HE Steel Company of Wales has appealed at a 

local valuation court in South Wales against the 
present rateable value on its integrated steel works. 
The company consider that the present assessment is 
excessive and propose that the net annual value 
assessment of £2-08 million (rateable value {1-04 
million) should be reduced to Дт-65 million (rateable 
value {0°83 million). The sum involved is very large 
indeed, representing a difference in net annual value 
of almost £600,000. The company has indicated 
that it will be making a further application for a 
reduction in the near future. Meanwhile, investiga- 
tions have brought to light that the net annual value 
of the works represents 15:8 per cent of the whole 
industrial value of Wales and 35 per cent of the total 
value of Glamorgan including the County Boroughs 
of Cardiff and Swansea. 

A counter-application has been lodged by the 
Inland Revenue that the company's present net 
annual value assessment should be raised to 22:24 
million (rateable value £1:12 million) on the grounds 
that structural alterations have been made and that 
the present assessment is, therefore, incorrect. 


OPTIMISM ON WORLD TRADE 


НЕ latest issue of the Bulletin for Industry put 

out by the Treasury has come out with a strong 
forecast that the recovery in Western Germany, 
already apparent in the last quarter of 1961, will 
continue into 1962. It expects that the Italian 
economy’s rapid rate of growth will continue this 
year and that in France there will also be a con- 
tinuation of the recent rate of growth. Adding to this 
the generally expected rise in activity in the United 
States and Japan, the Bulletin comes to the conclusion 
that the prospects for world trade in 1962 are exceed- 


ingly promising and are better than last year. 


The interest in the forecast is in the confident 
tone of the outlook for Western Europe. Opinion 
elsewhere has been cautious, saying no more than 
that the recent high rate cf growth in Western 
Europe (excluding the United Kingdom) would be 
likely to level off. If, however, the Treasury forecast 
is right the prospect for British exports in 1962 is 
definitely good. It remains to be seen whether the 
optimistic forecast of officials at the Treasury is 
те-есћоед in the Budget statement which is due in 
four or six weeks. j 
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SOUTH AFRICA'S DECIMALIZATION 
SUCCESS 


puo W. J. FAIRBAIRN, c.a.(s.a.), 
F.S.A.A., Professor of Accounting at Natal Uni- 
versity, addressed a luncheon meeting of the London 
and District Society of Chartered Accountants last 
Monday, on the decimalization of the South African 
coinage. 

Professor Fairbairn said that despite all the prob- 
lems involved, the transition had gone through very 
smoothly. They had plumped for the ten shilling 
cent version of the two decimal system of coinage, 
thereby giving them a major unit of not too high a 
value and with their minor unit being roughly 
equivalent to a penny. 

In introducing the system there had been a two 
year preparatory period and the new system came 
into effect on February 14th, 1961. Professor 
Fairbairn stressed that the whole conversion had 
been completed and every accounting machine in 
the country had now been converted to deal with 
the new coinage. 

After giving a few details of the problems involved, 
Professor Fairbairn said that there were benefits 
still to come from decimalization in South Africa; 
they had not seen the end of them yet and all told 


the process had been highly successful and it had: 


been welcomed by the vast majority of people in 
South Africa no matter what their political feelings 
about the whole thing had been. ` 

One thing that still remains to be proved, it appears, 
is the amount of time that will be saved in the educa- 
tion of the average schoolboy. It had been estimated 
that at least six months of a youngster's life was spent 
in learning how to decimalize pounds, shillings and 
pence, and turn them back again. 


: NORTHERN IRELAND DEVELOPMENT 


AY illustrated booklet recently issued by the 
Northern Ireland Development Council gives 
some interesting details of the comprehensive factory 
building programme of the Government of Northern 
Ireland’. Under the scheme, factories of standard 
type are erected on carefully. chosen sites with full 
services laid on and ample labour available. Built in 
advance of demand, they are suitable for a wide range 
of manufacturing processes. The booklet describes a 
number of such advance factories. 

Rents range from rs 6d to 2s 3d per sq. ft depend- 
ing on situation and size; these charges compare 
very favourably with factory rents in England. The 
factories, all of modern design, are let to sound 
industrial projects which will diversify the economy 
and create work for men — since Northern Ireland’s 
present unemployment problem is essentially that of a 
surplus of male labour. In addition to factories, 


1 Specification of A Northern Ireland Government-built 
Advance Standard Factory. Obtainable, free, from the 


Northern Ireland Development Council, 13 Lower Regent ` 


Street, London SW. 
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outright financial grants are ‘available annually : 
towards the cost of machinery and equipment. 

In the past fifteen years the Northern Ireland 
Ministry of Commerce has built more than eighty é 
factories or ancillary premises, plus twenty-nine 
factory extensions, which, together with those at 
present under construction, will represent a total of 
more than 8 million sq. ft. Fourteen factories, it is . 
stated, are at present available or nearing completion. 


BRITISH EXHIBITION IN STOCKHOLM 


НЕ largest British exhibition ever held overseas 

. will be staged this year in Stockholm from May 
18th until June ard. More space has been taken for 
industrial exhibits than at any previous British trade 
fair. 

This full-scale effort indicates the importance of - 
the Swedish and other Scandinavian markets to 
British industry. The Scandinavian countries and | 
Finland together are now Britain's biggest exports 
market. 'They took nearly ro per cent of British 
exports in 1961 as against the U.S.A.’s 7-5 per cent. 

Some 500 British firms will occupy over 200,000 
sq. ft of exhibition space, displaying а wide cross- 
section of the most up-to-date products which 
Britain has to offer Scandinavia, ranging from heavy 
capital equipment to light consumer goods. 

Danish, Norwegian and Finnish days will be held 
during the Fair to attract buyers from these countries. . 
Groups of leading business men, traveling by - 
charter plane flights, are being invited from these 
countries to visit Stockholm and tour the Exhibition. 


INVESTMENT CLUB PROGRESS 


NOW in its fourth year, 'The National Association 
of Investment Clubs has made rapid progress ! ~ 
and it is interesting to record that with the recent 
affiliation of the Peak Investment Club, of Sheffield, 
the number of affiliated clubs now totals 500. 

'These clubs represent over 12,000 private inves- . 
tors, of which 1,500 are women. The average monthly 
investment is over ДА, and the total annual invest- 
ment is in excess of £600,000. 

The first copy of the Association's Investment ` 
Clubs leaflet came into distribution last week and 5,500 
copies have been sent to members of the British 
Junior Chambers of Commerce. Тће Association's 
address is 40/41 St Andrew's Hill, London ЕСА. 


END OF А VENTURE 

Т was announced this week in the House of 

Commons by the Minister of Aviation that the | 
Rotodyne airliner project is to be abandoned. This 
highly promising and technically revolutionary air- 
craft first flew in 1957. The idea of a sixty seat 
helicopter-airliner was exceedingly attractive at the 
time and it is thought that between £14 million and. 
£15 million has been spent on its development. 

'The Government has decided that the operational 
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advantages offered by this aircraft in its mi3tary 


capacity must be abandoned because of the cost. 
The pronouncemerit in the House indicated that 


-À British European Airways has come to a similar 


Ae 


conclusion in the civil field quite independenty of 
the Government's final view. The Corporation was at 
one time exceedingly interested in the Rotadyne 
but has now decided that the commercial outlook 
for the aircraft is not sufficiently assured to justify 
the heavy liabilities involved in placing an initial 
production order. The Corporation has, of ccurse, 
had a difficult financial year and like all the mter- 
national airlines it. has a big undertaking in operating 
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profitably its jet fleet. It is, therefore, necessarily 
sensitive about the risk of initiating a new and expen- 
sive revolutionary idea on its commercial routes 
while it is still absorbing the problems of the jet age. 

B.E.A. have transferred their favour to the Ameri- 
can Boeing-Vertol 107 which is a transport helicopter 
usable on inter-city routes. Time may show that the 
Rotodyne was overtakeri by the rapid rate of technical 
change in aircraft. It has become a commercial or 
military proposition between the inauguration of the 
jet age and the arrival of vertical take-off and in 
consequence it may, therefore, have arrived five or 
ten years too late. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 113 


UR fussy old senior clerk is retiring at last. I 

went down to his room for a last chat before the 
more formal farewells at the presentation to him, 
planned for the end of the afternoon. 

Poor old Fussy is nearly 70, a lean little man with 
thin white hair combed over his balding dome, and 
with an old-fashioned pince-nez on his beaky nose. 
He’s been with the firm for over fifty years. Im that 
time he has quarrelled violently, frequently and 
needlessly with everyone possible, including myself. 
Normally able and benevolent accountants have 
raised hopeless eyes to heaven when Fussy came to 
report involved discrepancies; veteran directcrs of 
toughened fibre have blanched when he came 
clamorously to denounce the delinquencies cf the 
rising generation. His waspish tongue has criven 
juniors up the wall for decades . . . now it’s time for 
him to go. 

* x * 
I fell out with him early. He resisted every innovation 
on principle, unless he had initiated it first himself. 
In his youth he had been a favourite of Mr Heary 
who was secretary during the First World Wer; ће 
has never quite reconciled himself to having reached 
his somewhat modest plateau in the manag2ment 
hierarchy in later years; he vented his frustraton in 
acidity. He objected to our posting direct from 
invoices and dropping the ancient journals; he was 


` indignant when the signing of-cheques was delegated 


down the line by the directors; he fought tooth and 
nail the appointment of an internal auditor. Mostly, 
I'm afraid, he fought with me, as the instigator of 
the changes. 

But over the last year, with retirement in sight, he 
has mellowed noticeably; now we met rather sadly. 
He was clearing out his antique desk~a relic of 


Edwardian days. Into the wastepaper basket went old 
rubbers, pencils, diaries, pads, a cracked plastic 
hold-all; he tore up the contents of several files; he 
came to a bundle of faded photographs. He fingered 


them wistfully, one by one. An old football team 


bristling with droopy moustaches (“only two others 
still alive today’) . . . Fussy shaking hands with Mr 
Henry (‘a grand man, God rest him’). . . laughing 
office groups at parties and celebrations . . . Fussy 
in khaki in 1915 (‘got a blighty one on the Somme’) 
. . . past directors, dignified in watch-chains and 
spats . . . long-gone, long-forgotten faces. 

It was pathetic to see him hesitating over them — 
the people who had meant so much to him once ~ 
as he sorted them carefully into a shabby attaché case. 
There was one of himself as an air-raid warden in 
1940. He reminded me of the White Knight in Alice 
through the Looking-glass. Y felt a rush of sympathy; 
after all, he had never faltered and perhaps we had 
neglected him somewhat. If he had been over- 
zealous, there were others on our staff who had been 
lax. He had been devoted to the firm and retirement 
would be hard on him. | 


* * * 


I searched for words to tell him that we understood 
and forgave his pig-headedness-and his nagging, that 
we appreciated his loyalty, that he would be remem- 
bered and respected. He must not go feeling himself 
a failure. Before I could speak, he put his hand on my 
arm and spoke slowly.. 

“You know, my boy, you've improved a lot over the 
past months,’ he said benevolently. “You’ve got over 
your early tactlessness. How poor Mr Henry used to 
shake his head over brash youngsters . . . but you'll 
make a good secretary some day, never fear. I know; 
Туе watched you.’ 

For a moment there peered out from his tired eyes, 
generations of sage and kindly missionaries who spent 
themselves freely to civilize tree-dwelling aboriginals, 
to teach charity and justice to brutish pagans . . . to 
educate over-hasty accountants in moderation and 
discretion. 

The gleam faded. He shuffled off fussily to receive 
his presentation. 
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Current Law 


Wife's Interest in Matrimonial Home 

T. Allen v. Allen ([1961] 3 All E.R. 385) the 

plaintiff appealed against the dismissal, by the 
judge of the Poole County Court, of the plaintiff 5 
claim against his former wife for possession of the 
dwelling-house which had been their matrimonial 
home. The learned judge had accepted the former 
wife's evidence that she had gone out to work and out 
cf her earnings contributed to the expenses of the 
matrimonial home, and decided that she had made 
out a case for some beneficial interest in it so that the 
plaintiff's claim for possession must fail. 

In the Court of Appeal, Lord Evershed, M.R., 


rejected a submission that, just because a husband: 


looked to his wife to provide some money to help 
with the living expenses it should, as a matter of law, 
be concluded that the matrimonial home was 
acquired jointly. 'The rights in the house depended, 
in the absence of agreement between the parties, 
on the intention established by the evidence. The 
case was remitted to the learned judge in order that 
he might inform the Court of Appeal whether he 
intended to find that the parties were putting all they 
earned into some joint pool, out of which the expenses 
of the house, including the mortgage instalments, 
were paid, or whether he intended to find no more 
than that, the husband having to pay for the house, 
the wife was asked herself to earn money towards 
other expenses. The Court of Appeal would then 
state what in their lordships' view was the correct 
conclusion in law; and Lord Evershed indicated that 
in the former case that view would be that the house 
was a joint venture (in: which case the plaintiff's 
claim would fail), while in the latter case that view 
would be that it was not (in which case the plaintiff 
would succeed.) 


Repayment of Advance Commission 


Tus defendant in Bronester Ltd о. Priddle 
([x96r] 3 All E.R. 471) was employed by the 
plaintiff company, first as a sales representative and 
later as sales manager. It was agreed that he should 
receive, in addition to a salary, a commission limited 
to deliveries made during his employment, and there 
was provision for the payment of half commission 
in advance; also for repayment of commission if, for 
example, an order was cancelled. There was no pro- 
vision for the repayment of half commission on the 
termination of the defendant's employment, although 
other provisions regarding termination of employ- 
ment were made. The defendant's employment was 
terminated by agreement, and the plaintiff claimed 
repayment of the half commission paid to him in 
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respect of orders on which delivery was not made 
until after his emplovment had ended. 
In the Court of Appeal, Holroyd Pearce and 


Willmer, L.JJ. (Pearson, L.J., dissenting), held that <. 


the plaintiff was entitled to succeed. The majority of 
the Court founded their decision on the fact that the 
advances were discretionary and were admittedly 
repayable in the sense that they had to be set against 
the commission when it became due. They were 
merely paid as a commercial convenience so that the 
defendant would not have to wait for the money 
which it was anticipated he would earn. Pearson, 
L.J., however, based his dissenting judgment on the 
fact that if an. employer advanced commission to an 
employee and told him that it was commission due 
and taxable earnings, and did not tell him that in a 
certain event he would have to repay it, the employee 
could reasonably understand that he was intended 
to have and keep the money. 


~ 


Invalid Gift to Institutions 


HE testatrix in Re Harpur’s Will Trusts, Haller 

and Another v. Attorney-General and Others 
([1961] 3 All E.R. 588) directed her trustees to divide 
her residuary estate ‘between such institutions and 
associations having for their main object the assistance 
and care of soldiers, sailors, airmen, and other mem- 
bers of His Majesty’s Forces who have been wounded 


or incapacitated during the recent world wars in such ` 


manner’ as her trustees should select, In the Court 
of Appeal it was conceded that the class of institutions 
referred to was not one which was presently ascertain- 
able, and that, although the assistance and care of 
wounded and incapacitated members of the Forces 
would be a charitable purpose, nevertheless the words 
used by the testatrix were not apt to confine the 
institutions to those which were exclusively devoted 
to charitable purposes. It followed that the gift must 
fail for uncertainty unless the Charitable Trusts 
(Validation) Act, 1954, could be invoked to save it. 
The Court of Appeal (affirming the decision of 
Cross, J. ([1960] 3 All E.R. 237), held that it could 
not. The Solicitor-General, seeking to uphold the 


_validity of the gift, argued that a gift to institutions 


was the same thing es a gift for purposes. If he had 
succeeded in this argument, the gift would have 
been validated by the process of confining its applica- 
tion to such of the purposes of. the institutions 
referred to as were charitable, and the uncertainty 
could have been cured; so, where there is a gift for 
purposes charitable and non-charitable in such 
terms that the gift could be applied wholly for the 


charitable purposes, any invalidity is, under the Act, ~ 


cured by striking ои: ће non-charitable purposes. 
'The Court came to the conclusion, however, that 
the language of the Act could not be so stretched as 
to bring within its validating provisions institutions 
as well as purposes, so that the gift in the instant 
case was not an ‘imperfect trust provision’ within 
section 1 (1). 
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, Finance and 
Commerce 


Ranged on the Right 


HE accounts of Alenco Ltd for the year erded 
September 3oth, 1961, which are the subject of 
this week's reprint, provide another example of the 
‘ranged on the right’ form of presentation. ‘Ranged 
on the right’, as previously explained, is the prin-er's 
term for lining up the type forming the narrative to 
the right-hand side, with the uneven line endings on 
the left, instead of the normal reverse procecure. 
This is, of course, a modern gimmick and like most 
_ things new – at least in company accounts — it takes а 
little getting used to. In any event, we hardly taink 
this style is likely to be generally adopted. 


One further point that will be noted in these’ 


accounts is the rounding off to the nearest thousand. 
Another company which does this, whose rame 
comes readily to mind, is Unilever; but Unilever, 
whose figures run into the hundreds of milltons, 
omit the last three digits altogether, and ind cate 
at the top of the columns that the figures ars in 
thousands. Nevertheless, Alenco's rounding off keeps 
one's attention on that part of the figures which 
matters most. 

Included in our reprint is ‘Salient Features’ where 
the lead-off is from the sales total of £4,502,900, 
bringing in the 2:4 times dividend-cover; and 
dividend-cover is one of those important facts that 

= might well be included in all.company reporting. 
Bright and Useful 


Most of these salient facts also appear in four-year 
. Group Comparative Statistics (not reproduced), 
which also include net profit as a percentage of 
sales — 15 for the year under review-— and as a 
percentage of capital employed – 18; the latter beirg 
based on estimated capital employed for the foreign 
subsidiaries where the profits included in the statistics 
are for only part of a year. One further point is the 
basing of figures for the year to September 1959 
on internal accounts to provide a yearly compar:son. 
Among other items in the statistical material is the 
statement of current assets as a percentage of current 
liabilities and as a percentage of fixed assets — 200 per 
cent and 221 per cent, respectively, for the уегт of 
? these accounts. All in all, the report and accounts are 
full of what might be called ‘bright’ and ‘useful’ ideas. 
. Alenco's name is closely coupled with Ermeto 
tubes and fittings. One subsidiary has introduced a 
fitting to join nylon tubing; another for joining Figh- 
density plastic tube. The company is well placed 
Common Market-wise, although group profits were 
not up to expectations because of foreign subsidiaries’ 
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ALENCO LIMITED AND SUBSIDIARY COMPANIES 
SALIENT FEATURES 
Sales £4,502,000 
- Net profit before tax £679,000 
Taxation 323,000 : 
Net profit after tax 356,000 
Preference dividend 6,000 
Net profit after tax and preference dividend 3 £350,000 
Rate 
Ordinary dividend proposed (Final) 20% £108,000 
Ordinary dividend paid (Interim) 10% 40,000 
30% £148,000 
Ordinary dividend covered by profit 2:4 times 
Balance of prafit £202,000 
Depreciation 128,000 
Funds retained in the group £330,000 


CONSOLIDATED PROFIT 
AND LOSS ACCOUNT 


for the year ended 30th September, 1961 





























1961 1960 
£ £ 
Trading Profit (note 3) 740,000 511,000 
Deduct: interest 61,000 3,000 
Net profit for the year before 
taxation 679,000 508,000 
Deduct: Taxation based on the profit 
for the year (note 4):— 
Income tax 198,000 
Profits tax 75,000 
Taxation equalisation account 6,000 
Foreign taxation 63,000 
342,000 252,000 
Net profit for the year after 
taxation 337,000 256,000 
Adjustments in respect of previous 
yearsi— 
Income tax 4,000 (9,000) 
Taxation equalisation account 15,000 — 
19,000 | 
356,000 247,000 
Appropriations 
Deduct: Dividends on the shares of 
Alenco Limited for the year 
ended 30th September, 
1961, less income tax:— 
On 655 cumulative 
preference shares— 
declared 6,000 6,000 
On ordinary shares (note 5)— 
Interim : declared (10%) 40,000 35,000 
Final : proposed (20%) 108,000 66,000 
Н 154,000 107,000 
H B 
Balance of profit for the year 
i rves 
jadded to revenue re ? £202,000 £140,000 
ee 





The notes referred to above appear on page [267.] 
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reduced margins. At the time of the rights issue last 
July, the directors viewed profits as running at the 
rate of £850,000 a year. It was also explained that the 
next accounts would include only nine months' 
profits from the French and five months! from the 
Dutch Ermeto groups. But, it is stated, ‘if the results 
of the overseas companies are grossed up to give a 
twelve months' equivalent, we obtain a notional 
figure of £810,000 for a full year". 


Times-covered 


HE point about getting a right perspective on the’ 


` rate of ordinary dividend is also dealt with in the 
accounts of 'The British Oxygen Co Ltd. Here, we 
see it in the “Comparison of Results' covering 1952 to 
1961. This, by the way, raises an incidental matter: 
: What is the best way to present yearly columns. of 
figures? Is it better to read left to right from the 
.earliest year onwards? Or is it more helpful to start 
with the latest figures reading 'backwards' to the 
earliest? British Oxygen adopt the former procedure; 
Alenco the latter. 
The British Oxygen comparison of results contains 
a summary of profits and their disposal, and then the 
statement of capital employed. The percentage return 
on average capital employed is worked out on the basis 
of profit before tax, after adjusting for loan and ser- 
vice charges. Then comes the amount of the issued 
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ordinary capital, the dividend rate paid, followed by 
the equivalent rate of ordinary shareholders’ average 
capital employed. "Times-covered' would be a very 
worth-while extra — it is in fact one of the ‘vital statis- ES 
tics’ of company information. - 


Touch of Spring 


& G. CUTHBERT LTD, the horticulturists, 
ein their latest report and accounts strike a gay 
note with the promise of warm sun, spring flowers 
and garden scents. The outside cover of the com- 
pany's 1961 report and accounts illustrates in natural 
colour a bunch of cottage garden flowers. It is a 
simple but highly attractive picturé, giving beauty 
and colour to a normally prosaic business document. 
In presenting their report in this way, Cuthberts 
are, of course, following a modern trend of using the 
annual report to publicize the business. Cuthbert — a 
group which includes, Dobies, Laxtons, Bunyards, 
Wood & Ingram, Fidlers, and Ryders ~ became а 
stock exchange quoted company in May 1960 and 
these are its first accounts for a full year as a public 
concern. | 
Ryder & Son, of St Albans, was brought into the 
group by share exchange in the year of these accounts 
and, incidentally, it holds a particular memory for 
golfers: the late Sam Ryder, the founder of the busi- 
ness, was the donor of the Ryder Cup. 





ALENCO LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 30th SEPTEMBER, 196: 





е! 1260, 
“SHARE CAPITAL AND - 

RESERVES 

Share capital of Alenco Limited: 

Authorised— 

6% cumulative preference shares 
Za pim À of £1 each 500,000 500,000 
Ordinary shares of 5/- each 1,000,000 500,000 
£1,500,000 £1,000,000 


= 





Issued and fully paid (note 2)— 
696 cumulative preference shares 

















of £l. each * . 165,000 165,000 
Ordinary shares of 5/- each 880,000 165,000 
1,045,000 ~ 330,000 
Capital reserves (note 6) 1,110,000 - 43,000 
Revenue reserves (rote 7) 427,000 720,000 
TOTAL CAPITAL АМО ·` B 
RESERVES 2,582,000 1,093,000 
FUTURE TAXATION 
Income tax 224,000 201,000 |: 
Taxation equalisation account 26,000 35,000 
: 250,000 236,000 
‘LOAN CAPITAL 
Secured bank loans 74,000 — 
Holding company loan 250,000 to 
324,000 à 
£3,156,000  £1,329,000 





The notes referred to above appear on page [267]. 


























1961 1950 
£. £ 
FIXED ASSETS 2. 
Land and buildings (note 8) 663,000 296,000 
Plant, equipment and vehicles 
(note 8) 704,000 372000 x 
1,367,000 668,000 
TRADE INVESTMENTS, at cost 13,000 6,000 
TOTAL FIXED ASSETS 1,380,000 674000 . 
GOODWILL (note 9), 246,000 — 
CURRENT ASSETS 
Stock and work in progress 1,595,000 866,900 
Debtors 1,184,000 483,000 
Cash at bank and'in hand 267,000 1,000 
3,046,000 1,350,000 
CURRENT LIABILITIES 
Creditors 981,000 274,000 
Current taxation 320,000 
Bank overdrafts (note 10) 107,000 
Proposed ordinary dividend 108,000 
: | 1,516,000 Ў 
NET CURRENT ASSETS 1,530,000 — 655,000 
£3,156,006  £1,329,000 





J. SYMES, 
Directors 
S. H. JONES, : 


Ж 
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д NOTES ON THE ACCOUNTS 


1. Since 30th September, 1960, Мепсо Limited has acquired the share capital of the French and Dutch Ermeto groups of companies comprising two 
French Simeto S.A. and Arelco, S. A.R.L.) and one Swiss (Расех S.A); азі two Dutch companies (Ermeto Productie Mij. N.V. and P. L. W. de Ridder & 
o. N.V.). x 
The consolidated profit and loss account deals with the profits af {Ее French and Dutch Ermeto groups earned since acquisition for periods of nine 
months and five months respectively. 
k. Foreign currencies have been converted into sterling at the rate. of 2xchange ruling at 30th September, 1961. 


2. The following changes in the issued ordinary share capital have taker place during the year:— 








As at 30th September, 1960 1,328,001 Ordinary shares of 2/6 each, fully paid £165,000 
24th February, 1961 Capitalisation of revenue reserves 495,000 
2,64C 002 Я Ordinary shares of 5/- each, fully paid 660,000 
31st July, 1961 Ordinary shares of 5/- each, fully paid 
` 886,006 allotted by way of rights issue 220,000 
As at 30th September, 1961 3,52C00C Ordinary shares of 5/- each, fully paid £880,000 
3. The trading profit of the group is stated after charging the folloving— 
a ES E = 1961 1960 
7 Depreciaticn of fixed assets £128,000 £79,000 
D TRemuneration of paren: company’s auditors 4,000 - 3,000 
у Emoluments of the directors of Аепсо Limited:— 
As directors 1,000 1,000 
As executives ^ 53,000 17,000 
— £54,000 —— £18,000 
4. The taxation charge is reduced by £20,000 {J 960, £8,000) becauss of investment allowances. 
5. The interim dividend of [095 was declared on 26th June, 1961, cn 240,000 Ordinary shares of 5/- each, 
6. The movements in capital reserves are:— ` 
: Alenco Ltd. Group 
At 30th September, 1960 43,000 
Less: Amounts arising on previous acquisition now set-off against goodwill (note 9) b 39,000 
Leaving profit on sale of land 4,000 
Add: Further profit on sale of land 13,000 
= | 17,000 


Premium on ordinary shares issued on 3lst Tuly- 1961, less expenses of issue (£7,000) 1,093,000 1,093,000 


£1,093,000 1,110,000 


=== = 





4 7. The movements in revente reserves are;— 
А . Alenco Ltd. Group 


At 30th September, 1960 £720,000 £720,000 

Less: Amount capitalised by the issue of ordinary shares 495,000 495,000 

| г as 225,000 225,000 
Add: Balance of profit for the year 117,000 202,000 


£342,000 £427,000 





8. Details of fixed assets are:— Y ч 
i 1961 1960 


Land and . Land and 
Buildings Plant, etc. Buildings Plant, etc. 


- Cost or valuation £759,000 1,385,000 £340,000 £777,000 
Accumulated depreciation 96,000 681,000 44,000 405,000 


£663,000 £704,000 £296,000 £372,000 


. Г Ls —— x 
The assets included above at valuation, relate entirely to certain fo-eige subsidiaries which were revalued for fiscal purposes. 





9. Goodwill is made up of:— 
z Amount arising on consolidation being the 2xcess of cost of shares in foreign subsidiaries acquired 
during the year over the book value of their песаѕѕесѕ excluding patents at the dates of acquisition £285,000 .. 
Less: Transferred from capital reserve (note 6) 39,000 
2 Р #246,000 


10. The overdraft of a foreign subsidiary is secured со the extent o- £51,000. In addition Alenco Limited has given guarantees in respect of bank overdrafts 
of £56,000 for other foreign subsidiaries. 


Hu. Commitments for capital expenditure not provided in the coxsolHated accounts at 30th September, 1961, amounted to £685,000 (1960, £105,000). 
12. There were contingent liabilities at 30th September, [961, in тезрасс of bills discounted by foreign subsidiaries amounting to £275,000. 
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CITY NOTES 


. QITOCK-MARKET business has continued to be 

^MOselective in character with company news the 
main influence on prices. The City seems to be 
getting more disappointments than pleasant surprises 
at the present time, but in the main, forecasts by the 
City are not over optimistic. Cut profit margins 
continue to be the main factor, and many a company 
chairman reports higher turnover only to show that 
this increased activity has resulted in lower available 
profits. : 

Basically, any real upward movement in equity 
markets is now likely to await the Budget which is 
probably only about six weeks away. The authorities 
are faced with some dilemma here in that if current 
curbs are released too soon it could be taken as a 
green light” with the danger of a runaway all over 
again. On the other hand, some indication of an 
expanding economic policy is needed and the City 
urgently requires another Bank -ate reduction, in 
order that industrial financing can be undertaken on 
less expensive lines. 

In such conditions markets are likely to remain 
‘itemized’ for a while, although it has to be admitted 
that the undertone is satisfactory enough. Any real 
indication that the economy was on the upgrade 
would undoubtedly find willing buyers and stock 
by no means plentiful at current prices. 
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RATES AND PRICES 
Closing prices, Wednesday, February 28th, 1962 


Tax Reserve Certificates: interest rate (25.11.61) 34% 


; Bank Rate 
Nov. 20, 1958 4% Dec. 8, 1950 5% 
Jan. 21, 1960 5% July 26, 1961 795 
June 23, 1960 6% Осе. 5, 1961 64°? 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Treasury Bills 
Dec. 22 £5 7$ 318d% Jan.26 £5 4s 10'064% 
Dec. 29 £5 8s о724% Feb. 2 £5 4$ 4°93d 9} . 
Jan. 5 £5 8s 781d% Feb. 9 Á5 85 o74d% 
Jan. 12 £5 8$ 6:032% | Feb.16 £5 9s roid% 
Jan. 19 £5 6s 2'3sd%  Feb.23 £5 105 747d% 
pan Fars РА 

Day to day 44-58% Bank Bi 
7 days 41-51 75 2 months 55-5125 
Fine Trade Bills 3 months 51-515 

3 months 61-7125 4 months 58-52% 

4 months 63-74% 6 months 51-513 

6 months 78% 

у Foreign Exchanges 
New York 2:8145;-à Frankfurt 11254-4 
Montreal 2°953-$ Milan 17473-Y 
Amsterdam 10°18-4 Oslo 20°042—05 
Brussels 140°09}-? Paris 137791-$ 
Copenhagen 19:37$-1 “Zürich 12:191-1 
Gilt-edged 

Consols 4% ` 61% Funding 3% 59-69 834% 
Consols 24% 40} Savings 3% 60-70 794 | 
Conversion 53% 1974 92% Savings 3% 65-75 715 
Conversion 5% 1971 917; Savings 24% 64-67 868 


Conversion 34% 1969 85 
Conversion 34% 53$ 
Exchequer 54% 1966 982 


Treasury 54% 2008-12 87 
Treasury 5% 86-89 854 
Treasury 3$ 75 77-80. 714 


Funding 53% 82-84 914 Treasury 34% 79-81 69% 
Funding 4% 60-90 89% Treasury 24% 3oixd 
Funding 32% 99-04 604 Victory 4% 92 
Funding 3% 66-68 84% 55$ 


War Loan 34% 





Reviews 


Income Tax 


by J. Бетон Милов, LL.B., Barrister-at-law. 
(Sir Isaac Pitman & Sons Ltd, London. 36s net). 


Of books on income tax there is no end and it seems 
that new ones are constantly being added to the old 
favourites, This one is by a lawyer but it is addressed 
to accountancy, secretarial and baaking students, as 
well as to law students. Neverthzless, he does not 
forbear to warn that while knowlecge of accountancy 
and experience of business are helpful in under- 
standing the facts of particular cases, such attributes 
"may be a disadvantage in solving legal problems, 
because the approach of an accountant or business 
man to a legal problem is not necessarily that of a 
lawyer’. 
: Mr Mellor goes on to lay stress on the fact that 
before one deals with the income tax aspects of a 
transaction or situation, one shoulc first be sure what 
is the position in general law, irdependent of the 


income tax acts. In this connection the author says 
that the Court will disregard “mere nomenclature and 
sham documents, etc.’. One of the constantly recurring 
problems in income tax is to decide whether a docu- 
ment is indeed a ‘sham’ and there seems to be по 
general answer. : 

Another telling point made by the author is the 
one against an advocate who cites a string of dicta 
(often out of context) in support of an argument but 
who does not analyse the cases from which he 
quotes. 


Advanced Accounting – | 
An Organizational Approach 


by NonroN M. BEDFORD, PH.D., C.P.4., KENNETH W. 
PERRY, PH.D., С.Р.А., and ARTHUR R. WYATT, PH.D., 
С.Р.А. (John Wiley & Sons Ltd, London. 75s net.) 


In one of the stately half-crown homes of England 
may be seen a mammoth decanter which, when 
charged for its function of dispensing sherry, needed 
three muscular menials to lift and operate it. Tt 
would scarcely be fair to compare Advanced Account- 
ing (physically weighty though the book is) with this 
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absurdity but at least it took three men to write it 
and, on closer inspection, the reviewer is not sur- 
rised. 

The authors-present the material not as it is usually 
purveyed in textbooks but іп ап evolutionary manner 
— that is, they take the life cycle of a normal business 
and deal in turn with formation, maintenance, 
expansion, contraction and, finally, liquidation. This 
. arrangement has the advantage of giving the text a 

logical sequence. which holds the reader's attention 
and enables him to understand the operational 
problems in the order in which they are likely to arise. 

As well as covering all the conventional situations, 
the authors have attempted to break new ground by 
stressing the accounting implications of price-level 
fluctuations and indicating, at some length, what 
accounting data should be available to management 
about to begin an expansionist phase. These and 

other features are, in the main, novel to the great 
majority of advanced accounting textbooks. 

'The sturdy but slowly diminishing band of 
members of the Scottish Institute who qualified when 
actuarial science was a required subject, may care to 
revive nostalgic or nightmarish memories on con- 
sulting the appendix to the book which lightly runs 
through the basic principles of that -diaphoretic 
examination torture and which begins with the 
provocative sentence: 

*An understanding of the basic ideas involved in 
actuarial science as applied to accounting is essential 
if the accountant is to perform with: maximum 

. effectiveness in his profession.’ 
Even if they do not now comprehend a single word 
of the appendix, they can at least drink a toast to 
themselves as the young mathematical giants of 
yesteryears. Pass that decanter. 


How to Read Statistics 


by I. R. Vesselo, M.ED., B.sc. (George G. Harrap & Co 
Ld. 125 6d). 


Use and Abuse of Statistics 
by W. J. Reichmann. (Methuen & Co Ltd. 225 6d). 


Most people, it has been said, use statistics like a 
drunken man uses a lamp-post, more for support than 
for illumination. For this reason statistics have a bad 
name and it is gratifying to see professional statisti- 
cians trying to explain in simple terms how statistical 
data should be interpreted. Both of these books 
stress this aspect; indeed, Mr Reichmann’s study is 


entirely devoted to illustrating the nature and bases of ` 


statistics. It is, however, substantially free of mathe- 
matics since he makes no effort to explain the modus 
operandi of statistical calculation. It 1s a book to be 
read and its lessons digested, but the reader will find 
it a quite substantial meal in parts. 

Mr Vesselo's slimmer study will serve primarily as 
a textbook for students taking elementary statistics as 
an examination subject. The exposition of methods 
is good but the reviewer at least believes that the dis- 
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cussion of probability is too condensed for the type 
of reader who will profit from the rest of the book. 
The inclusion of scaling is clearly aimed at the 
education student rzther than the general reader, but 5 
many teachers will welcome this book for revision 
purposes, if not as an introductory text. Certainly the 
accountant who likes figures and is interested in 
statistical method ard its potential link with businéss. 
management will find this book quite interesting and- 


` helpful. On the other hand, for the accountant who 


wishes to understand how statisticians think and 
approach their problems, Mr Reichmann's book can 
be recommended. 


Palmer's Private Companies (Forty-second edition) 
Palmer's Company Guide (Thirty-seventh edition) 
(Stevens & Sons Ltd, London. 15s net and 215 net 
respectively.) 


Somewhat ominously, the lady with the sword andi; 
scales who dominates the pinnacle of the Central 
Criminal Court building in Old Bailey is used as an 
ilustration on the jacket of these books, both of 
which.are in the publisher's This is the Law series. 
Accountants and others, however, who study their 
contents — thoroughly revised in both cases — need 
have no fear that they will fall foul of her. Palmer’s 
Private Companies was first published in 1877 and 
this is its forty-second edition. The companion 
volume has run through thirty-seven editions in about 
double that number of years. No further confirmation 
of their reliability and continuing usefulness is 
necessary. 

The present editer, Mr T. E. Cain, M.A.(OXON.), 
carries on the work of his predecessors with due 
respect for tradition but does not hesitate to remove, 
rewrite or add sections as required. The effect of у. 
this pruning and grafting is to give better balance to 
the texts, For example, in Pabmer's Company Law 


: most of the forms set out in the previous edition have 


been eliminated as these may readily be consulted in , 
one of the larger volumes of précedents and, in 
Palmer’s Private Companies, the number of cross- 


references and footnotes has been greatly increased. , 


In a world where constant change is inevitable, it is 
reassuring to see tha: this excellent series of manuals 
continue “to lay down the current law quietly and , 
effectively as if nothing much had happened since 
they first appeared in the now far-off Victorian era. 


Underhill's Law Relating to Trusts and 

Trustees i. 
Second Cumulative ee ee to eleventh edition 
by М. M. WELLS, M.A., Barrister-at-law. (Butterworth 
& Co (Publishers) Ltd, London. 12s 6d net) 


This is a more thar. usually important supplement 
because in addition to the noter-up which brings the 
text up to September rst, 1961, there is an introduc- 
tion to the very important Trustee Investments Act, 
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1961, the text of the Act itself, and seven practical 
examples of the application of the new Act, prepared 
by Mr А. W. Nelson, А.А.С.С.А., A.T.L.I. 
Even if one does not possess a copy of the main 
' textbook, this is a cheap and convenient vade-mecum 
through the new Act not otherwise available. Those 
concerned are to be congratulated on this thorough 
and painstaking approach to some new law which is of 
the utmost importance to trustees and beneficiaries 
alike. 


Staples on Back Duty 


Eighth edition by Percy F. Носнез, (Gee & Co 
(Publishers) Limited. London. 30s net). 


The passing of Part III of the Finance Act, 1960, has 
completely revolutionized the law relating to back 
duty and has necessitated a complete recasting of this 
well-known work; a recasting which Mr Hughes has 
carried out with the vigour and thoroughness which 
one would expect of him. Not only has he dealt 
extensively with the new legislation but also with 
such important new cases as Amis v. Colls; Hinchy v. 
C.I.R.; and Pierson v. Belcher. 

New departures in this edition are the verbatim 
reproduction of the relevant legislation and of the 
relevant parts of the 1955 report of the Royal Com- 
mission on Taxation. At the same time the paper, 
the printing and the binding have all been consider- 
ably improved. 

Part III of the 1960 Act is not the sort of drafting 
which leaves the reader without any doubt; only 
litigation can finally reveal the precise meaning of 
some of the more obscure provisions. In the meantime 
Mr Hughes provides some very useful guidance. 


“ 
Lexique U.E.C. Lexicon 


(Verlagsbuchhandlung des Instituts der Wirtschafts- 
‚ prüfer GMBH, Düsseldorf. 62 DM.) 


One of the chief barriers to international communi- 
cation in most spheres of human activity is the lack 
of a universal language and this applies in particular 
to a science like accounting where so often special 
meanings are given to quite ordinary words. Even 
where the basic language used is common to two 
countries — as in the case of the United Kingdom and 
the United States — differences in terminology are 
frequent and this absence of uniformity confuses not 
only the British and the Americans but also 
‘foreigners’ inexpert in the so-called common 
language. 

In an attempt to lower the language barrier, the 
Union Européenne des Experts Comptables, Econo- 
miques et Financiers (U.E.C.) has devoted many 
years to preparing a multilingual accounting diction- 
ary and the first edition which has just appeared 
sets out definitions of accounting terms in five 
languages - French, German,  English-American 
Spanish and Dutch. In the next edition, it is 
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to add Italian and Portuguese sections as well as one 
on ‘phraseology peculiar to British usage’ (as opposed, 
presumably, to American usage). 

The value of such a compilation cannot be assessed 
on publication and it will ultimately establish itself 
only if there is a sufficient need for it and if the quality , 
of its text is satisfactory. Prima facie, the climate for 
both conditions being fulfilled is promising. On the 
first count, the emergence of a European Common 
Market should create a demand for the dictionary 
and a test check of the present contents confirms that 
the number (about 1,000) of the entries and the 
standard of the definitions are high enough to form an 
ample working nucleus although modifications and 
enlargements will no doubt be features of subsequent 
editions. With pleasing humility, the publishers have 
issued a suggestions form (in five languages) on 
which ‘alterations’ and ‘complements’ may be noted 
for future incorporation. 

A word of praise is immediately due for the 
admirable layout of the necessarily complicated text, 
the good quality of the paper and binding and the 
clarity of the printing, all of which make for quick 
and easy reference. 


RECENT PUBLICATIONS 


CasH FLOW ANALYSIS FOR MANAGERIAL CONTROL, Research 
Report Мо. 38. 63 pp. 9X6. Card covers. $2. National 
Association of Accountants, 505 Park Avenue, New York 
22, N.Y. 

Work STUDY IN THE OFFICE, second edition revised and 
enlarged, by Harry P. Cemach, Е.С.А., F.I.L., M.I.0.M., 
M.INST.W.S. 212 pp. 9 X 5$. 305 net. An Office Magazine 
Publication: Current Affairs Ltd, 319 High Holborn, 
London WCI. 

BEEF ON THE ARABLE Farm, Report No. 56, by P. G. James 
and R. J. Gayton. 56 pp. ro x 74. Paper covers. 45 post 
free. Issued by the Farm Economics Branch, School of 
Agriculture, Cambridge University. À 

ToroLskrs LEGAL Lonpon with text by Francis Cowper 
and a foreword by the Rt Hon. The Lord Birkett, P.C. 
xi+76 pp. 10 X 15. 3$ gns. Mounted plates of drawings 
available separately at 12s 11d (including purchase tax) 
each, except “The Re-opening of the Law Courts': 25s 11d 
(including purchase tax). Published for The Lawyer 
by Stevens & Sons Ltd, London. 

THE Тур1зтз’ AND PRIVATE SECRETARIES’ GUIDE TO 
PRACTICAL OFFICE Metruops, by Derek Henry, A.C.W.A., 
M.LO.M., F.INST.D. 190 pp. 74X5. 18s 6d net. Colin 
Venton Ltd, The Uffington Press, 22 High Street, 
Melksham, Wilts. 

МАССПЛЛУВАУ ON INSURANCE LAW, fifth edition, by Denis 
Browne, M.A. Volume т: 1ххх +514 +49 pp. Volume II: 
viii--710--49 pp. 10X64. £12 12s. Sweet & Maxwell 
Ltd, London. 

Tue 1961 INcoME Тах LEGISLATION IN THE FEDERATION OF 
RHODESIA AND NYASALAND, by A. 5. Silke, м.сом., 
PH.D.(CAPE TOWN), C.A.(S.A.). 66 pp. то х 6. Card covers. 

6d. Published by Juta & Co Ltd, South Africa; 

London. 

. 1961, by M. M. Wells, 

les by A. W. Nelson, 

10X6. Card covers. 
bs & Co (Publishers) 
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Aids to Office Efficiency 


AT NEXT WEEK'S 
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BUSINESS EFFICIENCY EXHIBITION AT LEEDS 


to make people who visit the main event believe that subsidiary exhibitions hold little or no interest 


№“: MACHINES аге seldom launched at provincial business efficiency exhibitions, and this tends 


for them. In fact, this could only be true for those who were able thoroughly to examine and evaluate 
all the new items shown at Olympia – and how many of us can claim to have done this? 

At the Leeds Business Efficiency Exhibition, to be held in Queen's Hall from March sth to 9th inclusive, 
there are no less than eighty-five exhibitors. This large number clearly indicates that a representative cross- 
section of the industry will be taking part and, at the same time, emphasizes the growing importance placed 
both by exhibitors and the public on out-of-London shows. We therefore make no apology for pre-viewing > 
at some length some of the newer equipment to be seen at Leeds. For intending visitors it will, we hope, 


usefully spotlight some of the most recent develop- 
ments; for others it may perhaps be of some value as 
a brief reminder. 

То make reading easier, machines are grouped 
under headings and the full names and addresses of 
companies mentioned in the text are listed at the end 
of each of these sections. 


Accounting and Book-keeping Machines 

'HE stands of Burroughs and National Cash will 

undoubtedly attract not only those with a direct 
interest in large-scale accounting machines but the 
many who enjoy seeking the spectacular capabilities 
and performances of the latest models. 

Both these companies are publicly demonstrating 
electronic multiplying machines for the first time out- 
side London. National's Compu-Tronic has instant 
electronic multiplication in decimals or in £ s d, this 
function being performed by a unit neatly tucked away 
in the machine's pedestal. In other respects, the Compu- 
Tronic resembles a Class 31 direct entry accounting 
machine. Jobs like invoice extensions (quantity x unit 
cost) and payroll calculations (hours x hourly rate) are 
quickly and completely done in one operation. 'The 
machine also calculates items like percentages and 
trade discounts, either on a manual selection basis or 
via an interchangeable programme bar. It can, without 
modification, be coupled to an automatic paper tape 
or card punch. 

Burroughs’ F.2000 is described as ‘a low-cost com- 
puter which includes multiplier, multiplicand and 
product accumulator storage, with up to eighteen 
memory units’. Electronic multiplication greatly speeds 
up tasks such as stores recording, order control, 
material and labour costing, payroll and invoicing. 
This machine, too, can be coupled to an auto i 
card or tape punch. 

Fast, highly automated 
ing machines by thg 
Е.5500 Sensimatic wi 
an analysis mag 
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information entered on the keyboard can be simul- 
taneously analysed under up to seventeen different 
heads. Its interchangeable control programme bar can 
perform nearly one hundred different automatic 
functions. 

For really large-scale analysis and other accounting 
functions there is the Logabax (produced by the com- 
pany of the same name) with its 200-odd registers and 
optional tape punch. This machine has recently been 
re-styled. 

'There will also be a considerable range of smaller 
accounting and book-keeping machines, to which 
there have been several recent additions. Olivetti's 
Audit series includes machines with simplified 
numerical keyboard with or without typewriter. 
Monroe's President series has a full-figure keyboard 
and there are models with from one to four registers. 
Demonstrations will include ledger posting and pay- 
roll, and visitors will be encouraged to try these very 
simple machines for themselves. 

The Odhner book-keeping machine (Block & 
Anderson) has a simplified keyboard, two full registers 
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4 (both accumulating cross-footers), and a memory unit 


which extends applications beyond the normal range 
of a two-register machine. Addo are making a special 
feature of a ledger system using an Addo-X 7447/80 
accounting machine and a dyeline photocopier. The 
accounting machine is the latest in this class and its 
features include automatic feed device for insertion 
and alignment of documents and a switchable control 
bar which embodies four separate programmes. 
Another Addo machine will be shown linked to an 
IBM card punch. 

Тће frequent linking of accounting and other office 
machines to tape or card punches shows a growing 
appreciation of these Ђу-ргодисе media which can be 
further processed in a domestic installation or at a 
computer or punched-card service bureau. An interest- 
ing item in this connection is I.C.T.’s tape-to-card 
punch for 8-channel tape being shown for the first 
time ever at Leeds. Previous converters could only 

4 accept the less versatile 5-channel paper tape. 


Companies! addresses: 
Burroughs Machines Ltd, 356/366 Oxford Street, 
London М1. 
* National Cash Register Co Ltd, 206/216 Marylebone 
Road, London NW1. 
= Logabax Ltd, 21 Buckingham Palace Road, London 
Wi. 
British Olivetti Ltd, 30 Berkeley Square, London 
Wi. 
Monroe Calculating Machine Co Ltd, Bush House, 
Aldwych, London WC2. s 
Block & Anderson Ltd, Banda House, Cambridge 
Grove, London W6. 
Addo Ltd, 47/51 Worship Street, London EC2. 
_ LC.T. Ltd, 149 Park Lane, London Wr. 
$ 


Desk Calculators and Adding Machines 


4 gens latest addition to the Diehl range, the VSR 
calculator, has direct transfer between storage 
register and keyboard, thus eliminating much figure 
copying. Since one authority has stated that trans- 
position from one register to another is one of the 
commonest causes for error in calculating, this 
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machine should considerably help production of 
accurate results. It is equally suitable for commercial, 
technical or scientific applications. 

A printing calculator, the Addo-X 3541E is said to 
be of special interest to technical and commercial 
education bodies. Тће machine's features include 
short-cut and negative multiplication, constant factor 
lock, mark-up and discount keys, and an accumulating 
register. 

A feature of the Facit hand-operated calculator is 
its back transfer facility from quotient dials to key- 
board. Capacity is 11 X 9X 16 and it has ten keys. A 
recent addition to the Marchant range is the TR ro КА 
which, at the touch of a key, transfers from product 
dial to keyboard. Exceptionally fast (1,300 revs./min.), 
this machine, like others in the series, has an auto- 
matic decimal pointing system. Block & Anderson 
show both these makes. : 

Underwood's 200 add-lister will be shown for the 
first time anywhere. Light-weight, hand-operated, it 
also subtracts; operates in sterling; has an 11-digit 
totalling capacity; а 15-Кеу board. A recent addition 
to Burroughs' range is an electric 12-key add-lister 
with subtraction, which works in 5 d or whole 
numbers. 


Companies’ addresses: 


Archimedes Diehl Machine Co Ltd, Chandos House, 
Buckingham Gate, London 5771. 


Addo Ltd, 47/51 Worship Street, London EC2. 


Block & Anderson Ltd, Banda House, Cambridge 
Grove, London W6. 


Underwood Business Machines Ltd, 4-12 New 
Oxford Street, London WCr. 


Duplicating and Photocopying 


OTAPRINT’S newest small offset duplicator is 

the R.70 Quick Change which has automatic plate 
clamping, fixative application, paper feed and blanket 
washing; simplified controls and a speed of 5,000 copies 
per hour. Particularly suitable for short runs, when 
used with low-cost paper masters, it also accepts metal 
plates and produces work of standard R.70 quality. 
A. B. Dick's 356 and 366 small offset machines are for 
automatic imprinting of personalized cheques, deposit 
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slips, etc. Both run at high speed; collate as well as 
imprint; are self-programming to ensure delivery of 
the right number of documents. 

Photocopiers to watch out for include Ilford's 
Azoflex 155 first shown at Olympia last October. A 
dyeline machine, chiefly for business systems work, it 
makes 3,000 foolscap-size copies per hour and can 
handle originals up to 13х16 inches. Completely 
automatic, it delivers finished prints to a stacking tray 





Diehl VSR Calculator 


or to a 25-compartment paddle-wheel collator which 
can be provided as an extra, as can an automatic pre- 
feed stacker. 

Three machines which accept brief-size work will 
be of particular interest to accountants. Kodak are 
showing for the first time a new Verifax model, Аз 
Witness, which makes copies up to 14 X 18 inches, and 
can produce up to five from one matrix. The makers 
stress the permanency of copies made by the Verifax 
process. An exceptionally slim rotary diffusion transfer 
machine from А. B. Dick is the 115, which has a 
151-inch feed width and takes originals of any length. 
Its features include a swinging paper guide designed 
to ensure accurate registration between original and 
copy paper. Office Mechanization's Speed-O-Print 50, 
which takes originals up to 15 inches wide by any 
length, is a console-type machine which, provided with 
its own cabinet, has ample storage space for materials. 
It is filled with ready-mixed developer which is sup- 
plied in plastic sacs. 

Minnesota Mining's latest Thermofax is Secretary 44 
which not only produces dry copies on opaque or 
translucent material but can also laminate a protective 
transparent film on to documents. Remington's 
Autospeed (diffusion transfer process) is said to copy 
faster than ever before, since exposure and develop- 
ment are telescoped into a one-stage process. It is also 
very economical with developer and needs minimal 
maintenance. Also diffusion transfer is the Anson 
S.K-B40, features of which include a new, higher- 
powered light source and a timing device. Exposure 
can be completed within two seconds and there is a 
wider time latitude than before. This factor makes the 
copier easier to use and minimizes waste of materials 


through incorrect exposure. А brief-size version is: 


also available. 
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Companies! addresses: 


Rotaprint Ltd, Rotaprint House, Honeypot Lane, 
London МУ. 


A. B. Dick Co of G.B. Ltd, Cavendish House, g, 


57-59 Uxbridge Road, London Ws. 
Ilford Ltd, Ilford, Essex. 


Kodak Ltd, Recordak Division, 246 High Holborn, 
London WCI. 


Office Mechanization Ltd, Ofrex House, Stephen 
Street, London WI. 


Minnesota Mining & Mfg. Co Ltd, 3M House, 
Wigmore Street, London Wr. 


Remington Rand Ltd, Remington House, 61 Hol- 
born Viaduct, London ЕСА. 


George Anson & Co Ltd, 75 Southwark Street, 
London SE1. 


Collators 


IGH-SPEED reproduction demands fast collating +~ 


methods, otherwise distribution is hopelessly 
slowed. 'T'wo companies are showing collators recently 
introdt ced to this country. Gordon & Gotch have the 
12-station Gathermatic in the well-known Thomas 
series which is American in origin. Тће machine, 
which accommodates sheets varying from 3 X 5 inches 
to 114X14} inches, collates up to 6,000 per hour. 
Detector devices stop it running if a double is fed or a 
sheet missed. A stapler attachment can also be used 
independently. In conjunction with Gathermatic it 
works at the same speed and inserts one or two staples 
into sets which the machine has automatically jogged. 
Far less automated, but a great deal faster and less 
laborious than hand collating, is the Collax (Archimedes 
Diehl) which is alternatively operated by a hand or foot 
control attached to either side of its small stand. Made 
with six, eight, ten or twelve compartments for various 
sheet sizes, it is probably unique in being capable, with 
the addition of a simple auxiliary device, of handling} 
twice as many half-size sheets as there are compartments. 


Verifax Аз Witness Copier 
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Companies’ addresses: 
É рн & Gotch Ltd, 8/12 St Bride Street, London 


Co Ltd, Chandos 
ouse, Buckingham Gate, London SW1. 


Typewriters 
LOCK & ANDERSON’S electric Facit has two 
independently-functioning tabulator systems, one 
of which can act as a memory, being permanently set 
in any desired pattern, leaving the other free for day- 
to-day changes. Quietness in action is a feature empha- 
sized. IBM will be showing two versions of the 
revolutionary 72 electric (no moving carriage, no type- 
bars) which created so much interest at Olympia. 
Underwood's recent electric, Raphael, is notable for 
proportional letter-spacing and its exceptionally elegant 
type face. Characteristics of Remington's latest electric 
include visible margin settings, a fractional back- 
spacer, end-of-page positioning scale and two ribbons. 
+ Companies’ addresses: 

Block & Anderson Ltd, Banda House, Cambridge 
Grove, London W6. 

IBM United Kingdom Ltd, ror Wigmore Street, 
London М1. 

Underwood Business Machines Ltd, 4-12 New 
Oxford Street, London WCzr. 


Remington Rand Ltd, Remington House, Holborn 
Viaduct, London ЕСА. 


Cash and Cheque Handling 
MONG new and recently-launched machines in 
this category are a series by Acral which inclades 
devices for writing and/or signing individual or con- 
tinuous cheque forms. There are electric and hand- 
powered versions. An unusual signature machine, 
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New Remington Electric Typewriter 


suitable for many documents besides cheques, is the 
Autograph (British Equipment Co) which uses ап 
ordinary fountain pen and therefore reproduces an 
exceptionally authentic-looking signature from a 
*master'. ''here are two models, one for single docu- 
ments, the other for continuous forms. Bandacheck 
(Block & Anderson) is an inexpensive bank-note 
counting machine which can cope with a mixture of 
old and new notes at a speed of one hundred per seven 
seconds. 


Companies’ addresses: 

Acral Ltd, Sentinel House, Southampton Row, 
London WCI. 

British Equipment Co Ltd, Ixworth House, Ixworth 
Place, London SW3. 

Block & Anderson Ltd, Banda House, Cambridge 
Grove, London W6. 


Correspondence 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Training of Accountants 


Sir, – Your correspondents’ strictures on professional 
training may well be justified elsewhere in the 
country but are much less applicable to the Midlands. 

Here at the Staffordshire College of Commerce a 
month’s introductory course for articled clerks has 
been held twice yearly since Mr Parker first suggested 
it four years ago. Numbers have already risen to 
thirty, and staffing arrangements assume one hundred 
“or next September and January combined, as com- 
mon sense and conscience force more and more firms 
between Coventry and Shrewsbury to send us their 
articled clerks. There are still principals who refuse 
point blank, but the largest Birmingham firms already 
realize that the articled clerk we give back to them 
is a very different young man from the one we took 
at the beginning of the month, and the claim that 


four weeks with us places him on a par with others 
his senior by twelve months can confidently be main- 
tained. 

Recent articles in The Accountant have resulted in 
requests from several articled clerks for a further 
short course for Intermediate students a year from 
now, and we also have Final A.C.A. classes on 
Monday mornings and afternoons attended by 
Wolverhampton articled clerks, whilst our Interme- 
diate and Final revision classes last November had 
a total of thirty-nine students. 


Yours faithfully, 
E. COCKSON-JONES, 
B.COM., B.SC.ECON., F.C.A. 


Staffordshire College of Commerce, 
Wednesbury. 
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Sin, – The Taverners are a group of London сћаг- 
tered accountant students formed in 1959 to provide 
cultural and social facilities for articled clerks. At 
our second annual general meeting in October 1961 
a sub-committee was set up to report on articled 
clerks’ status and education. This report is now in 
process of being submitted to The Taverners in 
general meeting, but we feel your readers will be 
interested in some of the more important points 
contained in it, in view of the current controversy 
regarding the recommendations in the Parker 
Report. 

]t is considered that the Institute should take a 
more direct interest in the training of its future 
members 


(a) by ensuring that principals can offer an adequate 
range of practical experience before they first 
take articled pupils; 

(b) by being a third party to the articles of clerkship, 
entering actively into the clerk's service through 
a minimum of two interviews of the articled clerk 
during his service by a local committee; 

(c) by declaring the first six months of articles to be 
a period of probation, determinable by either 
side with the permission of the Institute; 

(d) by establishing an accountancy school to under- 
take both lecture courses and correspondence 
courses. 


Тће accountancy school should have a permanent 
director of studies and a trained tutorial staff — the 
existing tutorial organizations might provide a basis 
for this — and should be set up in close co-operation 
with the students' societies. It is envisaged that 
two compulsory courses be provided, each of one 
month. 'l'he first should be soon after the proba- 
tionary six months of articles, the second in the year 
preceding the Final examination. While it is recog- 
nized that the bulk of the theoretical training must 
continue to be obtained by means of correspondence 
courses, there is the very great drawback of an almost 
complete lack of personal contact between tutor and 
. pupil. Every attempt must be made by the Institute 
to provide this relationship. The school and the 
courses will go some way towards improving the 
situation. 

The cost of running the school should be borne by 
the articled clerk, who will pay a fee comparable to 
that being charged by the present tutorial organiza- 
tions. The Parker Committee recommended that a 
fee of about £25 be levied on articled clerks on the 
registration of their articles in addition to the present 
fees they pay to tutorial organizations, to constitute 
an education fund which would provide the whole 
of the Institute’s expenditure on students’ activities. 
We are very doubtful whether it could be demon- 
strated that this is not excessive: if it is to be imple- 
mented, it should be in conjunction with a com- 
prehensive scheme for the full professional education 
of articled clerks. 

The committee feels strongly that the Institute 
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have a moral obligation to provide their own training 
for their own profession. 

The adoption by the school of all educational 
facilities would leave student societies’ funds free to be 
used more widely than at present – for instance, The е 
Taverners would like to see lectures on subjects 
other than those purely concerned with accountancy, 
so as to broaden the outlook of articled clerks, 
particularly those who have not had the benefit of 
university education. 

In the meantime, articled clerks should be required 
to pay an annual subscription of Дт 15 to their 
students” society in addition to the present subscrip- 
tion paid by their principals. We feel strongly that 
students should contribute to their own students' 
society, particularly now that salaries are generally 
paid to articled clerks. This will help to combat the 
general apathy which prevails at the moment. 

An example of the importance of students’ own 
ideas about their needs is illustrated in the history of 
the Students’ Club now firmly established in the 
centre of London. The Taverners found the premises 
but the Students’ Society rejected them on the 
grounds that this was not within its objects. The 
Taverners then made other arrangements without 
any outside financial support. The figure for member- 
ship, which totals nearly 1,700 after only seven months 
in existence, tells its own story. The club is open to 
all members of students’ societies on payment of a 
ros annual subscription, and representatives of each 
London social group are members of its general 
committee. 

We have tried to show that students are prepared 
to contribute to their society so as to receive a 
general broadening of their education. The majority 
of articled clerks come straight into business from the 
narrow confines of school. Articles should far more 
closely parallel a university education than they do a 
the moment, and the great guiding light of all 
students’ societies should be that ambition. 

It is to the realization of that ambition that the 
report was dedicated. 


Yours faithfully, 


G. R. FRESHFIELD, Chairman, 


London Err. THE TAVERNERS. 


Sir, – As a result of Professor Baxter’s article in your 
issue of January 20, many useful opinions on future 
training of chartered accountants have been given. 

I am at present engaged in university research on 
this subject and would appreciate your help by 
allowing me to use your correspondence columns to 
ask any readers if they would be kind enough to send* 
me any suggestions they may have for methods of 
training or post-qualification specialization. АП 
letters received will be acknowledged. 


Yours faithfully, 


S. A. MARSHALL, 
B.A.(COM.), F.R.ECON.S., A.C.A. 


7 Meadow Drive, 
Keyworth, Notts. 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN IRELAND 
MEETINGS OF THE COUNCIL 


Special and ordinary meetings of the Council of The 
Institute of Chartered Accountants in Ireland were 
held in Dublin on Friday, Februa-y 16th, 1962. 


Attendance 
‘The President, Mr А. E. Dawson, was in the chai and 
there were also present: | 
Messrs R. E. McClure, Vice-President, John Eacon, 


А, S. Boyd, G. E. Cameron, Frank Cleland, N. V. Борап, 


John Love, В. J. Neely, W. H. O'Donnell, H. W. Rokinson 
and D. McC. Watson, with the Secretary and the Азат 
Secretary. ` 

Apologies for absence were submitted from Messrs 
G. A. P. Bryan, M. M. Connor, J. F. Dempsey, fames 
Graham, R. P. F. Olden, James Walker and the Joint 
Secretary and Treasurer. 


Deaths 
The deaths of the following members were reported 
and noted with regret: . 
Brandon, William Harold, a.c.a. (Lisburn, Co: Antrim). 
McGarry, Henry, А.с.А. (Dublin). 


Resignations 
The following resignations from membership were 
accepted: 
Jackson, Maurice, F.c.a. (Belfast). 
O'Beirne, Thomas Joseph, a.c.a. (Dublin). 


Fellowship 

The following Associates were elected to Fellowship 
of the Institute: 

Hynes, Eamonn L. (Galway). 

McCay, Henry (Londonderry). 

Mills, Robert McNeill (Ballymena;. š 

Poole, Robert Tinsley (Dublin). 

Vaughan, Albert (Portadown). 


Practice 
‘The following members were admitted to practice: 
Belton, Denis John (Dacca, East Pakistan). 
Dempsey, Robert Augustine (Dublin). 
Hunt, Kenneth (London). 
Phelan, Thomas Patrick (Dublin). | 
Phillips, Manfred Henry (Bombay, India). 
Strickland, James Augustine (Dubiin). 
It was reported that the following members had ceased 
to practise: 
Graham, Thomas Saunders, F.c.a. (Belfast). 
Mullen, John Oliver Plunkett, a.c.a. (Dublin). | 


56 VICTORIA STREET, LONDON, SWI 
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JOHN FOORD & COMPANY 
' REVALUATION OF ASSETS 


Membership 
The following candidates, who were: successful at the 
Final examinations held in November-December 1961, 
were admitted to membership: 


(1) INSTITUTE FINAL 
As-Associates in Practice 

Crowley, Laurence G. (Dublin); Kearney, Leò С. (Newry, 
Co. Down). 

As Associates not in Practice 
Beatty, Eric D. J. (Dublin); Bourke, John О. P. (Dublin); 
Boyd-Barrett, David J. R. (Dublin); Browne, William P. 
(Longford); Byrne, Patrick B. (Drogheda,, Co. Louth); 
Claffey, Patrick J. B. (Ballymahon, Co. Longford); Clarke, 
James A. (Belfast); Coen, Francis O. (Athlone, Co. West- 
meath); Cooley, Samuel A. G. (Craigavad, Co. Down); Cox, 
Patrick A. (Dublin); Delaney, Daniel (Dublin); Dowie, 
George (Belfast); Foo, Yee Yuan (Dublin); Fox, Joseph D. 
(London); Grealy, Thomas J. (Tralee, Co. Kerry); Hally, 
Desmond L. (Dublin); Hargaden, Michael F. (Dublin); 
Hayes, John J. (Dublin); Jackson, Edward S. (Belfast); 
Jeffers, Alan T. (Kildare); Kennedy, John J. (Dublin); 
Leonard, Eamon P. (Dublin); McAvoy, James D. (Belfast); 
McGovern, Peter F. (Dublin; McKenna, Patrick D. 
(Dublin); Moulton, Raymond A. (Dublin); Moynihan, 
Martin A. (Dublin); Murnaghan, Peter С. (Dublin); 
O'Sullivan, Patrick K. (Dublin); Pedlow, ‘Thomas K. 
(Lurgan, Co. Armagh); Phelan, John A. (Bandon, Co. 
Cork); Plunkett, Miss Olive A. (Dublin); Rafferty, Hugh H. 
(Belfast); Sheehan, Finbar M. (Dublin); Spain, James P. 
(Dublin); Stakelum, John J. (Dublin); Veale, ''homas M. 
(Dublin); Walsh, Patrick C. (Dublin); White, Desmond 
M. C. (Dublin); Woods, John K. (Dublin). 


(2) Бостету FINAL | 

` As Associates not in Practice | 
Barrett, Donald J. (Dublin); Grant, Vincent D. (Belfast); 
Jackson, Ronald A. (Dublin); Kennedy, Mel P. (Dublin); 
Waddell, Robert J. (Bangor, Co. Down); Webb, John А. 
(Dublin). 

Ап application by a former member for re-admission 
to membership of the Institute was considered and 
was refused. 

Committees 
Reports were received from the Finance and General 
Purposes, Premises, Таханоп, Policy, Education and 
Training and Examination Committees. 


Examinations 
It was reported that arrangements had been made to 
hold Parts II and IV of the Institute examination from 
May 8th to 11th and Parts І, III and У from May 18th 
to 22nd, and it was noted that provisional arrangements 
had been made to hold all the Parts from November 
6th to 13th, both dates inclusive. 


Telephone: Victoria 2002 (3 lines) 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs DELOITTE, PLENDER, Haskins & SELLS 
announce that as from March rst, 1962, the address of 
their Zürich office will be Genferstrasse 6, Zürich 2. 

Messrs GRAY, STAINFORTH & Co, Chartered 
Accountants, announce that Mr Т. L.. MooYvAART, 
Е.С.А., who has been with the firm for thirty-seven 
years and senior partner for the past ten years, retired 
as a partner on February 28th, 1962. He is being 
retained by the continuing partners as consultant in 
their offices at 85 New Cavendish Street, London W1, 
which will remain his address for business purposes. 
The firm also announces the retirement on the same 
date of Mr А. E. WznsrzR, who has been a member 
of their staff since April 13th, 1908. 

Messrs Newton, Авмзтвомс & Co, Chartered 
Accountants, announce that the address of their 
London office is now 11 Grocers’ Hall Court, Poultry, 
London ЕС2. The telephone number, Monarch 6231, 
remains unchanged. 

Messrs PANNELL, CREWDSON & Happy, Chartered 
Accountants, announce that after the destruction of 
their offices in the hurricane at British Honduras, 
they have secured new offices at 111 North Front 
Street, Belize, British Honduras, Central America 
(P.O. Box 197). 


Appointments 
Mr F. W. Barnes, А.А.С.С.А., АЛ.М.Т.А., and Mr 
G. P. Woodall, a.a.c.c.a., have been appointed 


accountants to the sub-areas of East Sussex and 
South-west Kent, and Mid-Sussex, respectively, of 
the South Eastern Electricity Board. 

Mr J. V. Bigley, A.C.A., has been appointed secretary 
of Johnsons of Hendon Ltd. 

Mr H. B. Floyd, r.c.4., has been appointed an addi- 
tional director of Lewis & Burrows Ltd. 

Mr James Graham, А.С.А., has been appointed 
secretary and administrative and financial executive 
· director of James А. Jobling & Co Ltd. 

Mr B. M. Lindsay-Finn, B.COM., Е.С.А., has been 
appointed chairman of John White Footwear Holdings 
Ltd, and Mr С. L. Metcalfe, r.c.A., has been appointed 
deputy managing director, while continuing as sec- 
retary of the company. Mr Metcalfe has also been 
appointed joint managing director of John White 
Footwear Ltd. T'he appointments follow the resigna- 
tion of Mr John White from his offices and director- 
ships and will be effective from April ist. 


OBITUARY 


George Robert Lowe, F.C.A. 
It is with regret we record the death on February 11th, 
at the age of 71, at his home in Welwyn Garden City, 
of Mr George Robert Lowe, Е.С.А. 

Educated at Manchester Grammar School, he was 
articled to the late R. N. Carter, and awarded honours i in 
the Intermediate and Final examinations and the Robert 
Fletcher Prize. He was admitted an Associate of Тће 


Institute of Chartered Accountants in England and 
Wales in 1913. 

After service in the First. World War in the Finance 
Branch of the Ministry of Munitions, he became a 
partner in Bullimore & Co, of Norwich. In 1930, ће 
moved to London as resident partner of that firm, which 
in 1931 joined with the practice of Mr S. R. Hogg, 
р.8.0., M.C., F.C.A., to found the firm of Hogg, Bullimore 
& Co, now of City Gate House, London ЕС2. He 
retired just over a year ago. 

Apart from his many active business responsibilities, 
Mr Lowe gave much of his time to public and social 
work. For some years. he was a member of Welwyn 
Garden City Urban District Council, being chairman 
in 1948. He was appointed a member of the boards 
of Welwyn Garden City and Hatfield Development 
Corporations on their formation in June 1948, and 
continued a member until 1956. 

À prominent freemason, Mr Lowe was a Past 
Provincial Grand Warden of Hertfordshire. 


IN PARLIAMENT 


Shareholders: Information 


Sir C. OsBORNE asked the President of the Board of 
Trade, in view of the large amount of information 
which has been given to both Imperial Chemical. 
Industries and Courtaulds’ shareholders as a conse- 
quence of the take-over bid which was not previously 
available to them, if he will set up an official committee 
to investigate and report how much more information 
directors should be compelled to give annually to their 
shareholders; and if he will make a statement. 

Mr EnnoLL: No. The need to keep shareholders ` 
adequately informed is a matter already under con- 
siderátion by the Jenkins Company Law Committee. 


Hansard, Feb. 22nd, 1962. Written Answezs. Col. 68. 


Decimal Currency 
Mr pu Самм asked the Chancellor of the Exchequer 
what progress is being made in establishing the com- 
mittee of inquiry into a decimal currency ; and when the 
report of the committee will be available. 

Sir E. Bovrz: The committee, under the chairman- 
ship of Lord Halsbury, has already held several meet- 
ings. I hope that its report will be available early in 
1963. 

Hansard, Feb. 22nd, 1962. Written Answers. Col. 73. 
bz 


Giro System 


Mr W. R. WILLIAMS asked the Postmaster-General 
why a decision regarding the introduction of the Giro 
system into the Post Office has been so long delayed; 
and whether he will regard the matter as one of urgency. 

Mr Bzvins: This subject requires careful consider- 
ation from many engles, but I will make a statement as 
soon as Í can. 


Hansard, Feb. 20th, 1962. Written Answers. Col. 34. 
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MONOPOLIES AND RESTRICTIVE 
| PRACTICES 
Review of 1956 Legislation 
The President of the Board of Trade recently 
announced that a comprehensive review of the Govern- 
ment's present policy on monopolies and restrictive 
practices is being undertaken. The stage had now been 
reached in this inquiry, he stated, when it would be 
helpful to receive the views of trade, of both sides of 
industry, and of consumers on any subjects covered by 


the review. The Board of Trade -herefore invites the . 


submission of statements on the subject and these 
should be addressed to the Assistant Secretary, 
Industries and Manufactures Depzrtment (Division 2), 
Board of Trade, Horse Guards Avenue, London SW1. 

Readers will recall that Part I of the Restrictive 
"Trade Practices Act, 1956, requires restrictive agree- 
ments relating to the production, supply or processing 
of goods to be registered with the Registrar of Restric- 
tive Trading Agreements. 'The agreements are pre- 
sumed to be against the public interest unless they can 
be justified in terms of section 21 of the Act. 

Part II of the Act prohibited the collective enforce- 
ment of resale price maintenance but made specific 
provision for individual enforcement by legal proceed- 
ings. Resale price maintenance has already been the 
subject of a separate Board of Trade inquiry. 

Part III amended the Monopclies and Restrictive 
Practices (Inquiry and Control) Act, 1948, so as to 
confine the activities of the Monopolies Commission 
principally to consideration of single firm monopolies 
and export agreements. References made to the Com- 
mission since 1956 have related to fertilizers, cigarettes 
and cigarette machinery, electrical equipment for 
motor-cars, solus petrol sites and wallpaper. 


THE INSTITUTE OF COST AND WORKS 
` ACCOUNTANTS 

Residential Course at Oxford 
` A week-end residential course for members of The 
Institute of Cost and Works Accountants will be 
held at Worcester College, Oxford, from Friday even- 
ing, April 13th, to Sunday afterncon, April 15th. The 
theme will be ‘The effective use of capital’. 

On the first evening, Mr lan Т. Morrow, C.A., 
F.C.W.A., a Past President of the Institute, will speak 
on "The expanding field for the management account- 
ant’. The President of the Institute, Mr Francis M. W. 
Hird, F.c.a., F.c.w.a., will address the members after 
dinner on the Saturday evening. . 

'The subjects of the course will cover "T'he sources 
and provision of capital’; "The preparation of capital 
expenditure budgets’; ‘Economic studies to determine 
pay-back periods and profitability’; and ‘Authorization 
and control of projects’. 'T'wo further subjects will be 
"Ihe use of return on investment ratios’ and “The 
ç effective control of current assets'. 
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Speakers taking part will include: Mr J. Borsay, 
F.C.W.A., a Past President of the Institute, Mr S. J. 
Careless, F.C.A., F.C.W.A., Mr А. D. MacKay, B.COM., 
C.A., F.C. W.A., Mr L. N. Norton, F.c.w.a., and Mr G. C. 
Stone, F.C.W.A., a Past President of the Institute. 

The course is being organized by the No. r Area 
Co-ordinating Committee of the Institute, and 
inquiries should be addressed to Mr S. G. H. Freeman, 
A.C.W.A., 12 Meadow Road, Wokingham, Berks. 


Students! Study Course 
A study course for students of The Institute of Cost 
and Works Accountants is being held at The Queen's 
College, Oxford, from April 6th to 8th. 

'T'here will be three series of lectures; at the first, the 
subjects will include *Labour and methods of remuner- 
ation’; ‘Costing of materials and material control’; and 
‘Production methods and services’. The second series 
will include lectures on ‘Mechanized accountancy’; 
‘Budgetary control and standard costing’; ‘Marginal 
costing’; and ‘Factory management’; and the third 
series will be one in which the subjects are entirely 
devoted to costing. А 

The course is being organized by the No. x Area 
Co-ordinating Committee of the Institute and will be 
presided over by Mr А. W. Field, r.C.w.A., chairman 
of the committee. 


LONDON AND DISTRICT SOCIETY OF 

CHARTERED ACCOUNTANTS 
Dinner and Dance 
The annual dinner and dance of the London and 
District Society of Chartered Accountants will take 
place at Grosvenor House, Park Lane, London Wr, 
on March 16th. Tickets, price £2 2s each, may be 
obtained from the secretary of the Society, Mr 
J. W. С. Cocke, T.D., M.A., F.C.A., 2 Norfolk Street, 
London WC2. 


MANCHESTER STUDENTS' RESIDENTIAL 
COURSE 


The Joint Tuition Committee of the Manchester 
Society of Chartered Accountants and the Manchester 
Chartered Accountants Students’ Society has arranged 
to hold a fourth residential revision course for students 
at Lyme Hall, near Stockport, from March roth 
to 23rd. 

‘The primary object of the course is to assist students 
in their pre-examination revision and for this reason 
priority will be giveri to candidates in the Institute's 
examinations to be held in May 1962. Priority will also 
be given to students who live too far away from Man- 
chester and Preston to attend Saturday morning 
lectures. Remaining places will be allotted by ballot 
and although a ballot was not necessary at the previous 
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three courses, the growing popularity of the course 
leads the committee to believe that there will not зе 
places available for late applicants. 

A separate series of lectures is given for Intermedicte 
and Final candidates and in addition there will зе 
opportunities for discussion with the lecturers. А 
resident tutor will be available throughout the course. 
Further. particulars are obtainable from the hon. 
secretary, Mr A. J. Burden, A.c.a., 46 Fountain Street, 
Manchester 2. 


SW. LONDON DISCUSSION GROUP 


The next meeting of the South-West London Chartered 
: Accountants’ Discussion Group will be held at the 
Kingston Hotel, Kingston upon Thames, on Monday 
next at 6.45 p.m. for 7 p.m., when there will be an open 
forum on ‘Taxation’. 

The hon. secretary of the Group is Mr Т. Z 
Backshell, r.c.4., Charter House, Claremont Road, 
Surbiton, Surrey. Telephone: Elmbridge 4052. 


INSTITUTE OF INTERNAL AUDITORS 
London Chapter 


The meeting of the London Chapter of The Institcte 
of Internal Auditors to be held next Wednesday, at 
12.30 p.m., at the Kingsley Hotel, Bloomsbury Wey, 
London WCr, will be addressed by Mr Н. Н. 
Longman, of Unilever Ltd, on ‘More work study in 
the office'. 


Birmingham Chapter 


The next meeting of the Birmingham Chapter will be 
held at the Chartered Auctioneers’ and Estate Agents’ 
Institute, Regent House, St Philip’s Place, Colmoce 
Row, Birmingham 3, next Thursday, at 6.30 p.m., 
when Mr S. Синей, a.a.c.c.a., will speak on "l'eca- 
niques of audit sampling’. 

Anyone interested will be welcome at the meeting. 
Inquiries regarding the Chapter should be addressed 
to the hon. secretary, Мг R. C. J. Lucas, West Mid- 
lands Gas Board, 39/41 Hagley Road, Birmingham 16. 


THE INSTITUTE OF TAXATION 
'Thesis Competition | 
‘New alternative methods of taxation’ will be the 
subject of a thesis competition to be held this year by 
The Institute of Taxation. There will be a prize of one 
hundred guineas for the winning paper. у 
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Theses will be judged by content rather than length 
and should not exceed 25,000 words. Тће closing date 
for entries, which may either be in typescript or manu- 
script form, is October 31st. Тћеу should be addressed 
to the Secretary of the Institute, Clifford's Inn, 
London EC4. АЙ competitors will be advised of the 
judges' decision, by post, on a date to be fixed by the 
Council of the Institute. 


THE INSTITUTE OF OFFICE MANAGEMENT 
London Branch Annual Conference 


Sir Halford Reddish, r.c.4., chairman and managing 
director of Rugby Portland Cement Co Ltd, will be 
the guest speaker at luncheon at the annual conference 
of the London Branch of The Institute of Office 
Management to be held on March 8th at the Kensington. 
Palace Hotel, London W8. 

Sir Halford, whose address will be based upon 
his own experience within his own companies, will 
examine the impending impact of the changing 
economic and social structure in Europe upon office 
staff in the United Kingdom. The conference, which 
will be opened b; y Mr Brian A. Maynard, M.A., F.C.A., 
A.C.W.A., partner in the firm of Cooper Brothers & Co, 
Chartered Accountants, will include papers on ‘A new 
look at banking’, by Mr D. S. Travers, A.1.8., general 
managers’ assistant, . Barclays Bank Ltd; ‘Pruning 
paperwork in the public service’, by Mr C. R. Smith, 
O.B.E., central organization and methods branch, 
G.P.O., and ‘Eliminating paperwork in hire-purchase’, 
by Mr H. Simpson Cook, LL.B., F.C.LS., manager, 
United Dominion Trust Ltd. р 

Further details regarding the conference are obtain- 
able from the conference secretary, Mr J. C. Durnin, 


F.C.A., Messrs Clark, Battams & Co, 32 Victoria Street, 


London SWi:. 


CHARTERED ACCOUNTANTS' HOCKEY 
CLUB 


In a match played at Surbiton on February 14th, the 
Chartered Accountants’ Hockey Club drew with 
Oxford University Occasionals, neither side scoring. 

It was greatly to the credit of both goalkeepers that 


` there were no goals, although both sides had their 


opportunities. Bingham, for thee Accountants, was 
under great pressure and played a fine рате. He was 
well supported by Sturges and Cornfield, while Davis 
held the fort admirably in the middle. 

The Occasionals’ defence, Ellis and Padfield in 
particular, marked very well and gave the Accountants 
few opportunities. On both sides, however, thrusts 
were made but the finishing touch was lacking. 
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Trading in ‘Know-how’ 


HE House of Lords has dismissed the appeal of Rolls- 
| Есусг Ltd from the decision of the Court of Appeal in 
јјемету v. Rolls-Royce Ltd (The Accountant, March 6th, 
1961, p. 551; 40 A. T.C. 56) and thereby established that ‘lump sums’ 
received 5y the company under a number of licence agreements 
fell to be ircluded as trading receipts in the computation of the 
company s profits for the purposes of income tax. Both the Special 
Commissioners and Mr Justice PENNYCUICK had allowed the 
companys appeal The learned judge relied on the House of 
Lords’ own decision in Moriarty v. Evans Medical Supplies Ltd 
(36 А.Т.. 277). 

The Босѕе of Lords is of course bound by its own decisions 
and no doubt of any kind is thrown upon its decision in the Evans 
Medical case, notwithstanding that only Lorn SrMONDS took part 
in both cases. What its latest decision emphasizes is the fact that 
the law applied to both cases is precisely the same; the law 
remains wnchanged, but different facts naturally produce different 
legal results. The decision also emphasizes the danger of a too 
facile assumption that mere similarities between two sets of facts 
will produce like legal results. In the Rolls-Royce case, the appeal 
of the Crown from the Special Commissioners’ decision produced 
a stated саге covering no less than thirty-seven pages of the not 
over-large print of the Annotated Tax Cases, while to that stated 
case were annexed a large number of documents. The like appeal 
of Evans Medical Supplies Ltd produced a stated case of only four 
pages, w-th a much smaller number of annexed documents. It is 
only when one has read the two stated cases, as well as the judg- 
ments, taat one can safely comment on the decisions. Another 
lesson frem the two decisions is that an income tax case is lost or 
won when the relevant agreements are drafted; and mere labels 
like ‘lump sum’ or ‘capital sum’ inserted by the draftsman with 
one eye еп the Inland Revenue, and in the hope that such labels 
change tne essential nature of a sum, are not enough. Finally the 
decisions again emphasize the danger of repeating a profitable 
transaction too often, or even more than once. 

The Evans Medical litigation arose out of one single agreement. 
'The company was carrying on a trade which had been begun in 
1809 and which consisted of the manufacture and sale of medicines, 
drugs апі the like. One of the territories in which it operated was 
Burma, where the Government in 1953 decided to carry on such 
manufac-ure itself. Faced with the inevitable loss of its business 
there, the company entered into an agreement with the Burmese 
Government to assist the latter to set up the new industry. The 
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agreement was in several parts, with different 
consideration attached to different parts. In 
Part I the company agreed to provide the 
knowledge which would make possible the 
large-scale manufacture of medical products in 
Burma. The consideration for this was ‘a capital 
sum of £100,000’. In another part of the agree- 
ment the company undertook to provide services 
for which the consideration was an annual fee of 
£25,000 as to which there was no argument; the 
company agreed from the outset to treat it as a 
trading receipt. The dispute was thus confined to 
the {100,000 and neither side sought to split it 
up between capital and income, both argued on 
an ‘all ог nothing’ basis. In deciding that the 
whole of the {100,000 was a taxable trading 
receipt, the Special Commissioners read the 
agreement as a whole, that is they ignored tre 
specific allocations of consideration. Moreover 
they found that the company had not sold any- 
thing and that the {100,000 was wholly for 
services. Mr Justice Џрјонм (who was also a 
member of the Court of Appeal in the Rolis- 
Royce case) held that there was no evidence to 
support this determination of the Commissioners. 
The Court of Appeal allowed the Crowr's 
appeal, to the extent of remitting the case to the 
Special Commissioners to split up the £100,000 
between capital and income, but the company 
successfully appealed to the House of Lords 
against this decision, with the result that the 
judgment of Џрјонм, J., was upheld. It is 
certainly true that some of the services rendered 
in return for the global £100,000 payment were 
services which, if separately remunerated, would 
attract income tax. 'The interesting question 
arises as to how far (if the draftsman is astute to 
allocate the total consideration among the 
different matters for which it is paid, and in such 
manner that the lion’s share is attributed io 
capital) the appeal tribunal can of its own motion 
reallocate the consideration so as to increase the 
tax liability. A good deal could be written on this 
topic, but it did not arise in these two cases. 
The trade of Rolls-Royce Ltd was set up :n 
1906 and was originally that of motor-car manu- 
facturers only, until the First World War, when 
the manufacture of aircraft engines was begua. 
This was continued in the inter-war period and 
has grown enormously. Owing to the pronounced 
military aspect of this trade, and the natural 
anxiety of Governments to power their aircraft 
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with engines from sources over which they have 
control, the element of trading abroad which was 
so important in the Evans Medical case was not — 
so strong. After the end. of the Second World "^ 
War Rolls-Royce Ltd embarked on the practice 
of entering into licence agreements relating to the 
manufacture of its engines in territories where it 
did not already trade. The element of sale of 
goodwill, in the sense of handing over existing 
business, was therefore absent. 

'The first agreement was made with the Chinese: 
Nationalist Government in February 1946, and 
although it seems to have been the only com- 
parable agreement entered into in that year it 
was followed in the subsequent seven years by a 
number of similar agreements, agreements which — 
followed extensive travelling by the company' s^ 
staff in search of such agreements, the expenses 
of which were charged and allowed as revenue 
expenses for tax purposes. Аз in the Evans 
Medical case, the consideration payable to the 
company was of two kinds – capital sums (but 
often payable in instalments) and recurring sums 
as to which no dispute arose. But these two kinds: 


. of consideration were not separately allocated and 


perhaps this is the most important difference. 
Most of the services rendered were of a non- 
capital nature and the only substantial capital 
element, if any, was the sale of ‘know-how’. | 

The Special Commissioners, after setting out 
the facts in the stated case at very great length, * 
couched their decision in a single sentence with- 
out giving any reasons: ‘We are of the opinion that 
the case for the [company] succeeds and the. 
appeal must be allowed.’ Mr JUSTICE PENNYCUICK 
upheld them. The Court of Appeal unanimously 
reversed his decision and the House of Lords has 
upheld that reversal. 

Lorp RADCLIFFE saw по difficulty i in describing 
‘know-how’ as an asset. It was intangible; but so 
was goodwill. It did not follow that ‘know-how’ 
was necessarily a capital asset. It could not easily 
be compared with factory buildings or patents. 
It was an ambience pervading a highly-specialized 
production organization and the analogy witht 
fixed assets of a more ordinary kind was likely to 
break down; it was not so much a single entity as 
a fluid in store which could be pumped down 
several channels. Words like ‘capital’ and ‘lump 
sum’ contributed nothing to the problem. The 
company had undertaken for reward, in various 
places, to impart their expertise. 
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Annual Payment or Trade Receipt ? 


N Thursday of last week when the House | 
of Lords gave its decision in the Bolls- 


Royce case, the Court of Appeal was also 
delivering judgments which emphasize the fact 
that not all documents which are drafted with one 
eye (or perhaps two) on the Inland Revenue, 
necessarily achieve their object; and the депрег 
of relying on judicial dicta divorced from their 
context. The Court dismissed an appeal from 
the decision of Mr Justice PLowMan in British 
Commonwealth International Newsfiln Agency 
Lid v. Mahany (The Accountant, July 29th, -o6r, 
р. 151; 40 АЛ.С. 255). 

The appellant company was set up in 1927 by 
the Rank Organisation Ltd and the B-itish 
Broadcasting Corporation for the purpose of 
supplying to subscribers visual news on a world- 
wide scale, of ensuring that the company should 
remain under British control, and of preveating 
the supply of visual news material from being 
dominated by American interests. It was exp2cted 
that the company would trade at a loss initially 
and the two promoters agreed to pay additional 
subscriptions, each equal to half the loss. By 
March 1:958 it was apparent that additional 
, Subscriptions would be payable for the accounting 
^ period ending on March 31st, 1958. As Rank 

(as distinct from its subsidiaries) had had no 

commercial dealings with the company, Rank's 
. tax advisers feared that the additional subscrip- 

tion might not be allowed as a business expense. 

Consequently in order to improve the tax 

position, the two promoters entered into a deed 

of covenant with the company, in the hope that 
if the additional subscriptions were paid pursuant 
to the deed, they would constitute ‘annual pay- 
ments’. Thus the company would be able (-t was 
thought) to set its loss against the annual payments 
and recover the tax which had been deducted. 
+ Under the deed each promoter covenanted to 
pay to the company in each of seven tax years 

‘a sum equal to one-half of the deficit’. The 

‘deficit? was defined as: | 

In relation to each covenant year, the amount 
(if any) by which the cost of operating the com- 


pany's service of providing visual news items to 
television stations, newsreel makers and other 


subscribers exceeds the moneys paid or payable 
to the company by way of subscriptions by the 
subscribers to the service' | 

in the company's accounting year ended in the 
covenant year. 

The trading and profit and loss account of the 
company for the period ended March 31st, 1958, 
showed a loss of £125,180 so that its receipts 
under the deed of covenant were £62,590 from 
Ranks and £52,590 from the B.B.C., these being 
the gross amounts. The company claimed that 
having made a trading loss in 1957—58 it was 
entitled to claim repayment of the tax deducted 
from the above payments, by setting the loss 
against them under section 341 of the Income 
Tax Act, 1952. It is to be observed that it was a 
sine qua non of the company's claim that, in 
providing the service, it was carrying on a bona 
fide trade. It was also essential for the company 
to continue to provide the service if anything was 
to be paid under the covenant. Moreover, there 
was a finding of fact that without these sub- 
ventions the company could not continue to trade. 

It is perhaps not surprising that in these 
circumstances the Inland Revenue resisted the 
claim and that the Special Commissioners found 
in the Revenue's favour. Confirming their 


` decision in a judgment of admirable brevity and 


lucidity, Mr Jusrice PLowman held that there 
was ample authority to show that a payment 
which is a trading receipt in the hands of -the 
recipient cannot at the same time be an annual 
payment (Smart v. Lincolnshire Sugar Co Ltd 
(16 A. T.C. 7); Ostime v. Pontypridd and Rhondda 
Joint Water Board (25 A.T.C. до). He resisted 
the argument that C.I.R. v. Corporation of 
Londón (32 A.T.C. 211) constrained him to ` 
decide the other way: that case concerned a 
payment to a charity which was not carrying on 
any trade. The company had fastened on some 
dicta of Lorn Norman in the latter case as to 
the payment. having been received “without 
conditions or counter-stipulations' but his lord- 
ship rejected the argument that this was the ratio 
of the decision. 

In the Court of Appeal the company's appeal 
was unanimously rejected on the same grounds. 


284 


: THE 
ACCOUNTANT 


March 10th, 1962 


Stock Valuation Reconsidered © 


by GEORGE J. STAUBUS, Ph.D., C.P.A. 
Associate Professor of Accounting, 
University of California 


Te Institute of Chartered Accountants in 


England and Wales’ Recommendation cn 

Accounting Principles; No. 22, Treatment of 
Stock-in-trade and Work in Progress in Financial 
Accounts has recently come to my attention. At the 
risk of, doing irreparable damage to Anglo-American 
relations, I wish to take exception to several of the 
points made in that statement. Let it be understocd 
at the outset, however, that my comments are not 
meant to single out the accounting profession in tke 
United Kingdom for criticism; American accountanzs 
are equally guilty of these practices which I consider 
reprehensible. I choose this occasion to present my 
views on stock measurement because of the open 
invitation represented by Recommendation No. 22, 
and in the hope that a Britisher will be sufficiently 
incensed to review critically some of the accounting 
literature emanating from the American branch of 


the profession. Perhaps this sort of cross criticism ` 


will be more effective than criticism by our country- 
men. 


. Тће specific statements in Recommendation No. 22 
which I consider unacceptable on theoretical grouncs 
are: C š 


(r) “T'he basis normally used for the determination of 
the amount to be carried forward for stock is ics 
cost less any part thereof which properly neecs 
to be written off at the balance sheet date. 


(2) ‘In businesses which are highly competitive or 
have a sensitive market for their products, 
overhead expenditures may properly be omitted 
in order to avoid carrying forward expenditure 
which may prove irrecoverable. 


(3) “In businesses which mature large stocks over 
long periods (for example, whiskey, wine, timber) 
it is usual.to exclude fixed overheads in order to 
avoid carrying forward large and increasing 
amounts of time-expired expenditure the re- 
covery of which in the ultimate selling price :s 
uncertain. 


(4) ‘In some businesses where selling prices are 
based on or reflect current replacement prices -t 
may be considered that the trading results of a 
subsequent period will be prejudiced if they ate 
.burdened with any amount for stock which 
exceeds its replacement price; where this view 
is taken it is regarded as important in reporting 
the results of the activities of a period, as соп:- 
pared with those of its successor or predecessor, 
that the period in which a reduction in buyinz 
prices occurs should bear the diminution ia 
profit rather than the period of disposal whose 


realizations will be adversely affected by the 
events of the previous period.’ 


The Objective of Stock Measurement 


Rather than discuss each of the four offending 
statements in order, I shall present my case in a 
more positive fashion. First, let us consider why we 
assign monetary amounts to stocks of commodities 
held at the date of the financial statements. Surely 
we are more likely to agree on measurement methods 
if we agree on the major purpose of our measure- 


ments. Indeed, it is my opinion that failure to give , 


explicit consideration to the objectives of accounting 
is the most important single cause of disagreements 
among accountants. So let us make some effort to 
establish a major premise from which our argument 
may proceed. 


Financial Accounting 
The term ‘financial accounting’ is used to mean the 


gathering, processing, and reporting of quantitative ` 


economic information for use by present and pro- 
spective creditors and owners in making investment 
decisions. For the moment, let us consider only this 
particular branch of accounting. 


Investment decisions are based upon predictions . 
. ofthe firm's future capacity to pay investors — almost 
always in cash. Even the investor who is relying on a^ 


rise in the market price of the security must depend 
on other security buyers’ views as to probable future 
cash transfers from the company to the securities 
holder. Such cash transfers require that the firm 
have cash in the future, and the firm's future cash 
‘balance depends upon its present cash balance plus 
receipts and minus disbursements in the interim. 

` À firm's assets are significant to investors to the 
extent that they will contribute to a future cash 
balance. Liabilities are a negative influence on the 
firm's future cash balance. The excess of assets over 
liabilities, preferred shares being included in the 


` latter, is the equity of the residual claimants. This 


ay 


residual equity is crucial to all other investors,. 


because they depend upon it as a buffer in case of 
adversity. Its significance to residual equity-holders – 
partners, a sole proprietor, or ordinary shareholders ` 
— must be obvious. Both the amount of the residual 
equity at any one time and changes in it, such as 
income, are of vital concern to all investors — and to 
the financial accountant. 

The residual equity, being an excess of assets over 


b 
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liabilities, can only be measured by measuring zssets 
and liabilities. Similarly changes in the residual 
equity, such as income, can only be ascertained by 
measuring changes in assets and liabilities. Asse-s are 
of interest to investors because they represent 
potential contributions to the concern's future cash 
balance. The measurement of assets, then, must be done 
by methods that take future cash flows into considexation 
as much as possible. Past cash movements a-e of 
interest only as they provide evidence of the future. 
The problem of stock measurement mus: be 
approached from this point of view.! 


Managerial Accounting 


What aspect of stocks does management -want 
measured for inclusion in total assets? Manages are 
interested in the potential contributions assets can 
make to the achievement of their objectives. Owner- 
managers are primarily concerned with maximizing 
the return to owners. Hired managers who are 
controlled by owners must be working towarc this 
same objective. Even those entrenched maragers 
who look at stockholders as outsiders who cen be 
treated in much the same way as employees, must 
still be concerned with maximizing the total rsturn 
to owners, managers, and, the company vi- the 
retained earnings account. All of these maragers 
must be vitally concerned with the contribution 
stocks can make to the firm's cash position. There is 
no evidence whatsoever that managers should differ. 
from investors with respect to their view of the money 


measurement of stocks of commodities, or any other . 


asset, for inclusion in a statement of assets an 
equities.? | 


Measurement Techniques: Forms of 
Evidence 


When the accountant chooses a measurement 
technique to apply to any asset, he is selecting the 
type of evidence that he considers most useful -n the 
circumstances. The appropriate tests are relevaace to 
the measurement objective and availability of rdiable 
evidence of the type in question. As an example, 
consider the problem of measuring securities hzld as 
temporary investments. Direct valuation, by ascer- 
taining the times and amounts of future cash receipts 
that will be enjoyed, selecting a discount rate, and 
calculating the sum of the discounted values of those 
cash flows, is the measurement technique that would 
most clearly disclose the current value of the zsset's 
future contributions to the firm's cash positior. 
The basic evidence used, times and amouats of 
future cash receipts, is of unquestionable relevance 
to investors. The availability of this evidence may be 
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poor, however, as would be the case if the assets to 
be measured were common shares. Lack of availability 
may force the accountant to choose another form of 
evidence, such as a market quotation, and he may 
use this evidence together with a brokerage com- 
mission schedule in measuring the net realizable 
value of the securities. 


While net realizable value is not as relevant to 
the measurement objective of showing the effect the 
asset will have on the firm’s cash position (since the 
actual cash flow at some future date may vary 
substantially from its current net realizable value), 
it may still be the best measurement technique to 
use in the circumstances. If the security is a common 
share without a currently quoted market value, the 
accountant may have to turn to a still less relevant 
technique ~ historical cost. 

Now let us turn to the circumstances affecting the 
measurement of stock-in-trade. Stocks of goods that 
are deliberately held, are held to avoid the necessity 
for perfect matching of physical inflows and outflows. 
Perfect matching would require more expensive 
methods of obtaining and distributing goods and, in 
cases of goods held for direct sale, often would result 
in a loss of sales due to the impatience of customers. 
However, in many instances the quantity of the item 
held is greater than is necessary for filling orders. 


The absence of these units may not result in a loss of 


sales, but might add to future purchases. Perhaps 
the possibilities may be itemized as follows: 


(1) The absence of the goods in question would 
reduce future sales but would not affect future 
acquisitions. То types of cases may be men- 
tioned: (а) obsolete goods that have some value; 
(6) a minimum level of inventory that is needed 
to avoid losing sales. 


(2) The absence of the goods in question would 
require greater acquisitions in the future but 
would not affect future sales. Quantities in excess 
of immediate requirements fit this category. 


Current Forms of Evidence – Net Realizable Value and 
Replacement Cost 


The selection of the appropriate measurement 
technique to apply to a given stock of goods requires 
consideration of the differences between having the 
goods in question and not having them. The differ- 
ence that is of greatest interest to investors and 
managers is in the future cash position. To select a 
measurement technique, we must ascertain how 
future transactions of the firm would differ depending 
upon the presence or absence of the item being 
measured. To apply the chosen measurement 





1A more detailed exposition of the argument cf this 
section may be found in George J. Staubus, A Th-ory of 
Accounting to Investors (Berkeley: University of Cakfornia 
Press, 1961), Chapters I, П. 


2 This interest of managers in maximizing the return to the 
group consisting of owners, managers, and the corperation 


is entirely consistent with the observation that some 
managers are greatly concerned with such intangibles as 
power, prestige, position of the firm in the industry, or 
management compensation. These considerations surely 
do not invalidate the proposition that the monetary signi- 
ficance of inventories of goods must derive from their 
potential contribution to the firm's cash position, 
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. technique, the amounts of the alternative transactions у 


must ђе compared. 


(x) If the circumstances of the case suggest that 
absence of the goods in question would not 
affect future acquisitions but would eliminate 
future sales, such goods can be expected to 
contribute approximately their net realizable 
value to the firm's cash position. 

(2) If the absence of the goods in question would be 
offset by greater future acquisitions and not by 
any difference in sales, such goods can be said to 
contribute to the firm's cash position by obviating 
an outflow. This value can be measured by 
determining the cost of replacing these goods. 

This line of reasoning suggests that either net 

realizable value ог replacement cost is the most relevant 
type of evidence for use in measuring stocks of 
goods, the choice between them depending upon the 
circumstances as listed above. However, unavailability 
of the most relevant evidence may require a sub- 
stitution. One type of substitution would be replace- 


ment cost where net realizable value would be better. 


if available; or the reverse substitution may be made. 
Either of these shifts can be supported by the 
expectation that net realizable value and replacement 
cost are logically related, under equilibrium condi- 
tions, through the bridging concept of a normal profit 
margin. À different type of substitution requires the 
use of a third type of evidence. 


Older Forms of Evidence of Commodity Values 


ТЕ the accountant is unable to ascertain the net 
realizable value or replacement cost of goods on hand, 
he must utilize some less relevant evidence of their 
future contribution to the firm's cash position. 

. Typically this will be a market price quotation at an 
earlier date, such as when the goods were purchased, 
or production cost when the goods were produced. 
Such a cost figure may be used without taking into 
account the change in the measuring unit between the 
date of the earlier quotation and the report date, or 
it could be adjusted for the change in the measuring 
unit. The former may be referred to as original money 
cost; the latter, adjusted historical cost. 

The accountant who is applying the original money 
cost basis of valuation to goods must always remember 
that it is acceptable only on the grounds that it is 
related to replacement cost and net realizable value; 
if there were no relationship between cost and the 
future cash flow produced by the goods, the cost of 


1 Опе of the most puzzling positions taken in the stock 
valuation argument is that which suggests that the physical 
flow of goods is somehow relevant to the choice between 
LIFO, FIFO, etc. If any reader can explain how the physical 
flow of non-perishable, fungible goods affects their service 
potential, please write to the author. A related practice that 
smacks of witchcraft is the division of an inventory of 
fungible goods into segments, each of which is viewed as 
having a different service potential, per physical unit held. 
"This sort of foresight must require either an exceedingly 
cloudy concept of objectivity or an extraordinarily clear 
crystal ball. 


THE 
ACCOUNTANT 


March 10th, 1962 


an asset would be of no informational value to the 
decision-maker who is reading the financial state- 
ments. This means that the accountant who is 


struggling with problems involving the meaning and = 


content of cost must strive to develop a cost concept 
that is closely related to the asset’s future. contri- 
bution to the firm’s cash balance. For example, 
carrying charges on stocks of ageing goods, such as 
tobacco and whiskey, should be included in the cost 
of the finished product, because these costs normally 
can be expected to be covered by the sale value of the 
product. If this were not the case, production would 
cease, Я 


Another problem of cost interpretation arises 
when several different old cost figures for the item in 
question are available. In this case, surely the account- ' 
ant should choose the most recent cost In the absence 
of specific evidence that future replacement cost will 


-be substantially different. Rarely would the account- 
ant be justified in choosing the oldest of several old + 


costs. If only those prices actually paid bv this firm 
are considered sufficiently objective to be acceptable 
for use in informing investors of the probable future 
cash effect of the goods held, then the most recent 


` price shown on any invoice should be applied to all 


units of that commodity held.1 That price should 
be used for measuring both the units on hand and 
those moving out. 


Any system which attempts to use several old 
prices at the same time is bound to be subject to 
criticism. The reader favouring the balance sheet will 
insist on having the most recent prices attached to the ` 
units on band; the analyst who emphasizes the income 
statement will be critical if the most recent prices 
have not been assigned to the outflow of goods re- 
ported on that statement, and even if they are he 
may still object to the failure to report an obvious 
price change gain or loss. It is not surprising that all 
of the popular cost flow assumptions — last-in, first- 
out; first-in, first-out; and weighted average — аге 


roundly criticized; none is relevant to the problems ` 


confronting readers pf financial statements.? 


Fixed Costs in Inventory Values 


'The idea that all, or the fixed portion of, overhead 
costs may properly be omitted from stock values 
should be discarded. The most common argument 
heard in the United States on this subject asserts · 


2 The tendency of accountants to excuse their inflexibility 


by reference to income tax. laws does not seem justifiable, ~, 
at least not in the United States. Not only have American * 


accountants failed to make a concerted effort to improve 
the law in this respect, but they have not even shown much 
interest in the best practice consistent with the extant law. 
Why not use the first-in, first-out assumption for measuring 
the asset to appear on the balance sheet, adopt the last-in, 
first-out assümption for determining cost of goods sold, 
and report the difference as a price change gain or loss 
somewhere on the combined income and retained earnings . 
statement? The tax return could be based on the FIFO 


ГА 


Ë 
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that only future variable costs of production are 
avoided by the presence of the given stock of goods; 
therefore the value of these goods (replacement cost) 
can be roughly measured by variable historical costs. 
This method of calculating production costs is 
frequently called ‘direct costing’. 


The basic weakness in this view lies in the assump- 
tion of fixed costs. The major area of costs that are 
said not to change because of changes in production 
volume, is costs of providing capacity to ргодисе. 
The clearest example of a variable cost of providing 
capacity to produce is depreciation on equipmert that 
deteriorates on Һе. basis of use rather than on a 
calendar basis. We know there are many such cases 
and we clearly recognize that the units-of-prod 1ction 
or hoürs-in-use method of depreciation should be 
applied, thus showing a variable depreciation cost. 


The service potential of many plant assets, how- 
ever, expires on a calendar basis regardless 5f the 
extent of their use. This means that once the asset 


` has been acquired the cost of using it in any зепод 


is ий; it depreciates whether used or not. C'early, 
then, the depreciation cost related to the entire life 
of that asset, along with the fixed property taxes, 
insurance, and maintenance costs, are incurred ру the 
decision to acquire it. If the asset will serve Бг ten 
years, the decision to acquire it results in ten years' 
depreciation, ten years' insurance, ten years' property 
taxes. 

These costs of providing capacity to produce are 
caused by the decision to provide capacity, mot by 
the use of that capacity. The decision to provide 
capacity to produce is made on the basis of estimated 
future production. Future production, in turn, is 
partly dependent upon the current level of stocks. 
(We are all familiar with the budgetary calcu ation: 
next period's sales, plus desired ending stocks, less 
beginning (current) stocks, equals next period's 
production.) Hence, current stocks affect future 
production, future productive capacity needed, and 
future “costs of providing productive capacity. 
Accordingly, I find it difficult to accept the notion 


` that current stocks save no future costs of providing 


^w 


capacity to produce. 

True, in the majority of the producing cepart- 
ments in a concern the stocks may save по апр in 
the way of 'fixed' costs because of the existeace of 
idle capacity, but in a minority of deparcments 
the existence of stocks of finished goods may з=уе the 
equivalent of several years’ fixed costs. Cm the 
average, the addition of the existing stocks to future 
production schedules could be expected to ада costs 
of providing capacity to produce in an amount 


method, і.е. the LIFO .cost of the goods sold plus ox minus 
the price change loss or gain would be deducted. in the 
computation of taxable income. For financial reporting, 
both the balance sheet and the operating section. of the 
income statement would make use of relatively rurrent 
prices. This technique should be acceptable to tax conscious 
business men if they assume price movements in th» future 
similar to those of the last decade. Raw commodity prices, 
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similar to the costs allocated to the goods by the 
traditional full absorption costing method. We must 
recognize that costs of providing capacity to produce, 
when measured at the point of cost inception, do vary 
as output varies. ` 

Another view of the variability of costs of providing 
capacity to produce is the macro-economic view. 
The principle of magnification of derived demand 
(acceleration principle) tells us that commitments to 
fixed facilities fluctuate more violently as industrial 
production fluctuates than does the output from 
these productive facilities. This theoretical interpreta- 
tion is supported by statistics from the United States 
economy during the last decade. Again I insist that 
costs of providing capacity to produce fluctuate at 
least as much as do the so-called variable costs of 
production. Апу costing method which is based on a 
contrary assumption is unacceptable. 


Conclusions 


'The major point of this paper can be stated simply. 
To the extent that accountants aim to provide 
information useful in making investment and 
management decisions, the use of the historical cost 
(original money cost) basis of stock valuation should 
be considered inferior to net realizable value and 
replacement cost; the latter provide better measures 
of the service potential of goods held and one of 
them should be used if feasible. 

If the above statement is correct, it follows that 
carrying charges on stocks held over long periods 
should be included in historical cost in order to 
obtain a type of cost figure which is most closely - 
related to replacement cost and/or net realizable 
value. 

Furthermore, the traditional view that replacement 
cost is less informative than original money cost if 
the latter is lower, but is more informative if original 
money cost is higher has no logical basis. Likewise, 
the idea that different units of identical goods on 
hand at any one time have different values is rarely 
defensible. 

Finally, the notion that some overhead costs, 
particularly those that are allocated to cperations on 
a calendar basis, should be excluded when computing 
a cost to show as the value of goods on a financial 
statement is inconsistent with the first conclusion 
above. Full cost of production is not only likely to 
be nearer to replacement cost than is direct cost, but . 
can also be expected to approximate more closely the 
goods' future contribution to the firm's cash position. 
'The average firm sells its products at prices high 
enough to cover their full cost. 


while fluctuating widely, definitely have not displayed the 
upward trend that once contributed to the popularity of 
LIFO. Many of the manufactured goods that embody steadily 
rising labour costs are of less concern in tnis connection 
because (1) frequent model changes allow an occasional 
up-dating of their valuations as inventories of old models 
are depleted; (2) specific identification is common; and 
(3) their prices fluctuate less than raw material prices. 
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Decimalization in South Africa 


by W. J. FAIRBAIRN, C.A.(S.A.), F.S.A.A. 
Professor of Accounting, University of Natal 


for our coinage. There are, of course, many 

different ways of applying a two-decimal system. 
We actually plumped for the ten shilling/cent version. 
The reasons for that are many but the main reason 
is that the ten shilling/cent system gives you a major 
unit of a comparatively high value but not too high a 
value. The pound was considered to be too high a 
value for a major unit; and if you have a coin the 
equivalent of ten shillings as your major unit then 
obviously your minor unit, dividing by one hundred, 
is going to be roughly equivalent to one penny. It 
is for that reason — to get a unit closely allied to the 
old penny – that we plumped for the ten shilling /cent 
version of decimalization. 

Now we had to find a new name for our major 
unit — and our Government finally selected the name 
of Rand-spelt with a capital ‘R’, please. The 
Afrikaans pronunciation of ‘Rand’ is used – ‘Rant’ as 
in the word ‘grant’ ~ and we English-speaking people 
accepted that pronunciation of the word for the sake 
of unity. Our Afrikaan friends, on the other hand, 
have given way in the spelling of the word ‘cent’. In 
Afrikaans ‘cent’ is spelt ‘sent’ and that would mean 
using an ‘s’ as the abbreviated denotation of the coin; 
as that would be awkward — it would be mixed up 
with shillings - they said, ‘Well, if you call it a 
‘Rand’ with a 't' we will spell cent with a 'c'. So 
‘Rand’ Afrikaans, and ‘cent’ English is our coinage 
now. 


I° South Africa we adopted a two-decimal system 


Two-year Preparatory Period 


In introducing the system we had a two-year 
preparatory period. 'That was all that was considered 
necessary in spite of the fact that nine-tenths of our 
population is virtually illiterate - the natives - and 
we thought it would take a comparatively long period 
in which to teach them. In the event, it turned out 
that they were teaching us something about con- 
version and not us whites teachirg them; for the 
native knows that he has got ten fingers on his hands 
and ten taes on his feet and he is quite used to count- 
ing in tens; he never has liked counting in twelves as 
we made him do anyway. That is one thing you must 
anticipate if you decimalize here in the United 
Kingdom. You must bargain on a lengthy preparatory 
period. The longer the better, so far as organization 
is concerned. | 

‘D-Day’ – our Decimalization Day – was February 
14th, 1961, just over one year ago, and Í can tell you 
that so far as we are concerned in South Africa, the 


Ап address given at the luncheon meeting of the London and 
District Society of Chartered Accountants on February 26th. 


whole conversion operation is complete. Every 
accounting machine in the country has now been 
converted and is operating — except, I have been told, 
for one business man in Grahamstown who said, *No, 
you fixed some date in May 1962 for converting my 
machines and I cannot convert them before then. 
I have planned everything for that date in May, and 
that is that.’ He is the only one with machines that 
have not been converted; he is the only one still 
operating his books in pounds, shillings and pence. 


Simple Conversion 


Now, one of the disadvantages that was claimed 
for the fixing of ten shillings as the value of the major 
unit was the fact that it necessarily meant the aban- 
donment of the pound. It was pointed out that this 
would involve a laborious recalculation of financial 
and accounting statistics generally. But as there are 
two ten-shillings in a pound, the conversion of 
pounds to Rands in whole numbers is a compara- 
tively simple matter. All it needs is a knowledge of 
the twice times table and it was an easy process that 
everybody has just taken in their stride. For example, 
the 1961 accounts of practically every company 
that is quoted on the South African Stock Exchange 
gave their ten-year statistical review and their past 
year's comparative figures all converted into Rands. 
Therefore, you might say we are now ‘Rand-minded’ 
in South Africa. . 

It was also feared — quite needlessly in the event — 
that the simultaneous change of both the major and 
minor units, particularly where the illiterate part of 
our population was concerned, would have a dis- 
ruptive effect. However, although many of the natives 
can neither read nor write, most of them can count 
quite well, and they do make very good pump 
attendants in petrol filling stations. Now, when we 
decided that February 14th, 1961, was to be 'D-Day' 
one type of machine that had to be converted was all 
the pumps in petrol stations. Lots of the petrol 
companies fcund that many of the pumps were not 
worth converting; they were so worn that the best 
thing to do was to rip them out and put new up-to- 
date ones in. 'The only new ones they had were ones 


that measure the cost of petrol served in Rands and , 


cents. So, we had the feature in South Africa, four 
and five months before ‘D-Day’, of many pumps in 
petrol stations recording the price of petrol in Rands 
and cents. Now, the average buyer had not started 
to think what Rands and cents were or how to 
convert them into pounds, shillings and pence. 
Indeed, I was guilty myself, for the first time I got 
petrol at a Rand/cent pump, I said to the boy, ‘Well, 


~ 
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what is that in £ s d?’ The boy quite happily szid to 
me, “That is 28s master; £1 8s’. He had to do what 
most of us have not had to do, and that was to learn 
to convert Rands and cents back to £ s d. So, on the 
whole, the natives did not do too badly. 

There were, of course, pockets of resistance 
throughout the country; the resistance was mainly in 
regard to the cent. They did not understand wky the 
cent was а different colour from the penny. I- is а 


different colour. That is the only difference, bu- you: 


get ten cents for a shilling where you got twelve 
pennies for a shilling. Many natives could not 
understand for a couple of weeks just what had 
happened to the odd two pennies. But, that has been 
almost completely overcome by now and we are 
having no trouble at all with them. 

It was the bronze coin which gave us the znost 
difficulty. ‘There was no change where our paper 
money was concerned. The design of the South 
African £5 note is almost identical with the 10-Rand 
note. They are the same value and the only difference 
between the two is that one is marked £5 and the 
other is marked то Rand. Similarly with our coins; 
the 5 shillings becomes the 50-cent piece; no difference; 
the half-crown we decided was too confusing – E has 
been for years; particularly to natives — and we a-e no 
longer coining the equivalent of the half-crown, the 
25-cent piece. Two shillings became zo cents; 
one shilling is ro cents; and sixpence is five cents. 
The difference is in the penny which is replaced by 
cents at то to the shilling. 


Shortage of Coins 
One of our big troubles on decimalization day was 
the shortage of bronze coins. 'The shortage was such 
_ that it seriously upset the planning that had zone 
* on for many months in anticipation of ‘D-Day’. 
It was most annoying, for instance, for реоре in 
charge of wages offices who for months had Deen 
educating their staffs, particularly natives. ''hey had 
* been giving them schooling in the lunch-hour and 
had been talking to them and teaching them the 
difference between 1o cents to the shilling ani 12 
pennies to the shilling. Many concerns, for ехагаріе, 
months before ‘D-Day’, had started paying in 
shillings and pence rather than in £ s d — they had 
handed out notes and coins – but in recording the 
pay on pay envelopes the amount was stated in 
shillings and pence so that the workmen woulc get 
used to the idea of thinking in shillings and nct in 
pounds any longer. i 
To digress for a minute. You will realize that 
salthough you in the United Kingdom are a pounds, 
shillings and pence community, you nevertheless are 
strongly wedded to the shilling as a measure of vzlue. 
All your share quotations are in shillings and pence. 
Most of the price tickets in your shop windows are in 
shillings and pence. And, of course, converting 
pounds, shillings and pence to Rands and cents is a 
comparatively simple matter. You merely state rour 
pounds and shillings in shillings, move your dec-mal 
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point one place, refine your pence to cents and that 
is your answer in Rands and cents. 

There was no difficulty where the Africans were 
concerned, but they were very concerned about the 
loss of the two pennies and it has taken them quite 
some time to get used to that feature. We found 
that it was necessary to introduce three different 
conversion tables. Firstly, we had the legal table, as it 
was called - the comprehensive table – which was 
strictly in accordance with our Decimalization Act. 
The Act laid down that our bronze coins in future , 
would be cents which would have a value of twelve- 
tenths of their equivalent in pennies. In other 
words, the cent was to be twelve-tenths of a penny; 
the half-cent twelve-tenths of a halfpenny. (Fortu- 
nately, our Government decided when dropping the 
half-crown, they would also drop the farthing.) So 
we had the comprehensive table which went to three 
places of decimals of à cent for ordinary conversions 
in the wage tariffs and tariffs of various sorts. 


“Decimal Dan’ 


In the main, however, we relied on what we call 
the popular table — for converting pence. It was 
published in twelve different vernacular languages 
plus English and Afrikaans. Children were taught it 
ad nauseum in school; and finally. we had it in both 
the official languages plus all the vernaculars over the 
radio morning, noon and night. Everybody in South 
Africa got heartily sick and tired of ‘Decimal Dan, 
the Rand/cent Man’. 

The trouble with ten cents instead of twelve pen- 
nies was in shopping, where prices generally finish up 
somewhere in pence. Now, threepence is a quarter 
of a shilling and it is two and a half cents. It is an 
exact equivalent. Sixpence is an exact equivalent and 
so is ninepence. But the penny, twopence, fourpence, 
fivepence and so on have no exact equivalent in cents 
and we had to compromise. So the popular table laid 
down that one is one; two is two; three is two and a 
half. Four is three; five is four and six is five, and so on 
right through, nine becoming seven and a half cents. 

` That was alright for shops and cash transactions 
where it was possible to have a stock of half-cents, 
but the banks did not want to start recording in 
half-cents; nor did we. To start recording half-cents 
in books of account virtually means that you might 
as well have gone on with £ s d. 50,25 we did not want 
the half-cent in book-keeping or accounting, a third 
table was introduced known as the bankers’ and 
accountants’ table and there we got over the half-cent 
—the two and a half cent and the seven and a half cent 
~the equivalent of threepence and ninepence by 
rounding down on the threepence and rounding up 
on the ninepence. In other words, the bankers’ and 
accountants' table goes this way: one is one; two is 
two; three is two; four is three; five is four; six 
is five; seven is six; eight is seven; nine is seven; ten is 
eight and eleven is nine and twelve is ten. 

That method of rounding off shillings and pence 
was used universally in converting all books from 
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£ s d to Rands and cents. Picking the second 
Tuesday in February 1961 as our ‘D-Day’ we did 
deliberately so that we could have a long bank 
holiday week-end. The Saturday was declared a 
bank holiday; fikewise the Monday; so that the banks 
had from Friday afternoon when they closed their 
doors till Tuesday morning in which to get their 
machines converted and get their balances converted. 
And in actual fact that is just what happened. Ву 
good organization the machine companies were able 
to convert all the banks’ machines that week-end. 
They also managed to include the accounting 
machines of nearly all local authorities, as well as 
nearly all building societies, insurance companies, the 
railways administration and various other big users of 
accounting machines. The machine companies did 
a wonderful job in converting machines, and in that 
week-end the banks also had to get busy and convert 
their balances to Rands and cents. The experience of 
my own bankers in Durban is typical. The regional 
manager, when I asked him what it had involved, 
said, ‘You know, we could have dene without the 
Monday as a bank holiday. The whole thing went like 
clockwork in all of my branches in Durban. We 
actually finished converting all balances in the bank 
by the Sunday morning at 11 o'clock, and we were 
able to let the whole of our staff go home and have 
a real holiday on the Monday.' I said, 'And your loss 
on conversion?’ And he replied, "The total difference 
written off to general expenses in this section of the 
bank was 72 cents.” I^think the experience of all 
banks was much the same. 
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Ahead of Schedule 

In conclusion, I want to touch on one last thing; 
that is the problem involved in converting machines 
generally. All told we had an estimated total of 
178,000 machines of different sorts in operation in 
South Africa on ‘D-Day’. These included 13,100 
accounting machines, 62,500 adding machines, 
44,000 cash registers plus a few other types of 
machines, and the whole programme was completed 
almost eight months ahead of schedule. Тће whole 
job was done by our machine companies within the 
short space of February to November; about nine 
and a half or ten months. 

In South Africa the decimalization of our coinage 
has been highly successful and has been accepted by 
everybody as being the right thing to have done. 
We have no regrets that we have decimalized, and T 
think that if you do that too you will reap the benefits 
in no time. One thing that still remains to be proved, 
for example, in South Africa, is the amount of time 
that will be saved in the life of the average schoolboy. 
It has been estimated that at least six months of a 
youngster's life is spent in learning how to decimalize 
pounds, shillings and pence and turn them back 
again. 

There are benefits still to be reaped by decimaliza- 
tion in South Africa. I do not think we have seen the 
end of them yet, but all told I think it has been a 
highly successful process and one that has been 
greatly welcomed by all people in South Africa no 
matter what their political feelings about the whole 
thing have been. 





Weekly Notes 


BUDGET DAY 


UDGET DAY, it was announced in the House 
of Commons last week, is to be Monday, April 
9th. It will be Mr Selwyn Lloyd's second Budget and 
there can be little hope of its being anything of a 
Pandora's Box of munificence. No doubt the chief 
item of interest this year will be Mr Lloyd's proposals 
for imposing his promised tax on short-term capital 
gains, to which reference is made in the note below. 
We shall discuss the Budget and its implications 
in our issue of April 14th. 


CAPITAL GAINS FEARS 
RECENT report in The Times hints that the 
Government's proposals for taxing short-term 
capital gains may prove to be more severe than many 
commentators have been led to expect. The Council 


of the London Stock Exchange in their memorandum 
of December 14th, 1961, made representations to 
the Chancellor on the undesirable effects such a tax 
could exert on the efficiency of the share markets аз. 
well as upon the new issue market, which would be - 
affected by the generally expected tax on profits from 
'stagging". 

In an article in last Friday's issue of The Statist 
the chairman of the Council of the Stock Exchange 
repeated these warnings. Lord Ritchie is particularly 
concerned with the impact of the probable tax on 
speculative market dealing which can greatly help 
the diminishing number of jobbers with reduced 
financial resources to make a fluid market free from 
violent price fluctuations. Such speculative activity, ` 
given the shortage of stock which everywhere is 
evident in the market, is most important. * 

Lord Ritchie is especially perturbed by the fact 
that a tax on short-term gains seems to be aimed 
primarily at stock-market profits. As he rightly 
observes, on grounds of equity any tax of this kind 
should be imposed upon profits from all similar 
dealing in other markets as well as share markets. He 
is also concerned that adequate provision should be 
made for giving relief in respect of losses, and he 
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repeats the point made in the Council's memorandum 
that much depends on the definition of “short гетто’. 
In his opinion ‘at the very worst the length >f the 
short term should not be more than a month ot two', 
unless the Chancellor is prepared to see “sərious 
damage done to the London market’. This wish seems 
extremely optimistic for such а tax would, = Mr 
Edward du Cann, М.Р., pointed out in an earlier 
article in The Statist, become merely an optional 
tax. 


Whatever the case for and against a tax on short- 
term capital gains, the plain fact of the matter 33 that 
public opinion has virtually forced Mr Selwyn Lloyd 
into the present promise; and it is difficult to ЕеНеуе 
that it would be satisfied with a tax which the 
chairman of the London Stock Exchange would 
apparently be prepared to accept in the present 
circumstances. , 


THE F.B.I. AND THE BUDGET 


HE Federation of British Industries has indicated 

to the Chancellor that he ought to reduce all 
taxes which have the effect of increasing indastrial 
costs, and make up the loss by selective increeses in 
charges for social services and also by a broacening 
of the base of indirect taxation. Duties on ћегуу oil 
and commercial stationery come under severe attack 
from the Federation, which also calls for а revecsal of 
the increases in profits tax rates and for inc-eased 
income tax personal allowances in respect of wives 
and children. Companies required to incur capital 
expenditure to secure disposal of effluents or freedom 
from air pollution ought to be allowed to wr-te off 
the whole expenditure at once. Depletion allovzances 
should be accorded to companies working United 
Kingdom minerals. 


On the more technical side of the F.B.I. memo- 
randum are some old favourites: liberalization of 
Schedule E expenses, overseas trade corpcration 
status for subsidiaries resident overseas, an extension 
of the relief. for indirect United Kingdom tax, 
current year basis for Cases IV and V of Sched ile D, 
and double tax relief in respect of overseas taxation 
of 'capital' Section r7 of the Finance Act, 1954, 
provides for ‘continuing basis’ where the who:e of a 


trade passes to a company controlled by the old. 


owners of the trade. The F.B.I. points out tFat the 
section should apply also to a case where only part of 
the trade is disposed of; otherwise there is in effect 
double taxation of the dispossessed part. £ very 
minor recommendation is made about stamp duty. In 
1958 certain agreements concerned with the зае г hire 
of goods, the supply of electricity, or the execution 
of building works were exempted from апу duty 
which they might otherwise attract in respect cf 
periodical payments, under the head ‘Bond, covenant’, 
etc. The F.B.I. suggests that the exemption be 
extended to agreements for research or development 
or for the supply of gas. 
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THE ASSOCIATION’S EXAMINATION 
‚ RESULTS 


HERE were 2,360 candidates for the December 

1961 examinations of The Association of Certi- 
fied and Corporate Accountants, and the results, 
now announced, show that 780 were successful. 

In Section I of the Final there were 464 candidates 
of whom 116 (25 per cent) passed, the First Place 
being won by Mr J. E. Pinchen, of Long Ditton. 
The Second Place was won by Mr J. J. Kenyon, of 
London, and the 'Third Place, jointly, by Mr B 
Clough, of Oldham, and Mr A. N. Monckton, of 
Pembury. In Section II, a total of 397 candidates sat 
of whom 103 (26 per cent) were successful. 'The First 
Place was won by Mr D. Reynard, of Leeds; the 
Second Place by Major Т. H. Pearce, British Army, 
and the Third Place by Mr A. J. Gregory, of London. 

There were 915 candidates for Section I of the 
Intermediate examination of whom 342 (37 per cent) 
were successful, the First Place being won by Mr 
F. A. Holley, of Guildford. In Section II, there were 
487 candidates of whom 191 (39 per cent) passed, the 
First Place being won by Mr W. G; F. Brooks, of 
South Ockendon. 

In the Preliminary examination, 29 candidates 
(31 per cent) out of 97 were successful. 

The names of the successful candidates in Sections. 
I and II of the Final and in Section II of the Inter- 
mediate appear elsewhere in this issue. 


A CAUSE TO SUPPORT 


NFORTUNATELY, the number of cases re- 
quiring help from The Chartered Accountants’ 
Benevolent Association and the quantum of assistance 
which has to be given to make it realistic in relation 
to current living costs continue to increase. The 
consequence is that the cost of allowances and 
donations made in the two years ended February 28th, 
1961, exceeded the revenue available by some £3,500. 
In an attempt to augment its income, the Ássocia- 
tion has circulated a letter from its President, Sir 
William Carrington, Е.С.А., to all members of the 
Institute urging them strongly to support this truly 
worthy cause. At present, only one-tenth of the 
members of the Institute are members of the Associa- 
tion. With the President's appeal is a letter from the 
President and Vice-President of The Society of 
Incorporated Accountants at the time of integration, 
commending the activities of the Association to all 
former members of the Society who are now members 
of the Institute. As a result of the integration scheme, 
the Association is about to take over the assets of The 
Incorporated Accountants’ Benevolent Fund but it is 
also assuming responsibility for twenty-three cases 
previously looked after by the administrators of that 
Fund. 'This makes a current total of 125 and a glance 
at the particulars of those or similar cases given in the 
annual reports of the Association is sufficient to make 
every Institute member realize how fully deserving 
of support is this latest appeal. 
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A NATIONAL STOCK EXCHANGE 


PEAKING to representatives of the Associated 

Stock Exchanges and the Provincial: Brokers’ 
Stock Exchange last week, Lord Ritchie, chairman 
of the London Stock Exchange, said that. ‘we all 
feel in London' that the time has come for stock 
exchanges throughout the country to get closer 
together. He said that there were a number of reasons 
for this. The London Stock Exchange is being 
pressed to allow its members to establish branch 
offices in connection with the European Common 
Market. He thought that although the -Common 
Market itself would be likely to change the whole 
picture of the security industry in Britain, never- 
theless the British stock exchanges could cope with 
any outside competition. 

There have been indications, notably in the 
successful.efforts of one large American firm to 
trade in United States securities in Britain, for 
members of the stock exchange to experience 
increased foreign competition. Rudimentary as the 
capital market in most countries of the European 
Common Market may be, it is likely that there will 
be increased competition to deal in continental 
securities in London by foreign organizations with- 
out using members of the stock exchange. What 
happens in London tomorrow might occur in pro- 
vincial centres the day after. 

Lord Ritchie emphasized that what was ет 
was іп no sense а 'take-over bid' but a proposal for 
a willing merger and that such a step ought to be 
taken now. The immediate reaction outside London 
has been reasonably favourable to the idea in principle 
but this is one of those proposals where the actual 
terms of arrangement are likely to be the critical issue. 


CRITICISM OF CIVIL AIR ESTIMATES: 


N their report published this week! the Estimates 

Committee of the House of Commons have 
examined selected items from. the Spring Supple- 
mentary Estimates. These increased the original 
estimates for the fiscal year 1961-62 by £104 million. 

Ап immediate review is recommended of the 
system of ordering aircraft for the Air Ministry. In 
evidence given before them it was said that in the 
current fiscal year the Ministry allowed for a gap 
of £100 million between the production target for 
air-frames and aero engines on the one hand and 
likely deliveries on the other. The Committee say 
that this striking discrepancy between production 
and deliveries has persisted for a number of years 
and they alsó noted a serious under-estimating 
for the supply of air-frames over the past three 
years. The Committee say that they are concerned 
not only about persistent inaccurate estimating 
but also at the implications of a system which 


1 Spring Supplementary Estimates — Third Report from the 
Estimates Committee. (H.M.S.O. 8s 6d net.) 
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authorizes manufacturers to base their preparations 
and subcontracts on much larger quantities than 
those for which the House of Commons authorizes 
the departments concerned to pay. 

'The Committee say that they see how unexpected 
difficulties may arise but they do not understand 
how these alone should lead to consistent under- 
estimating. They therefore demand an immediate 
review of the system by which the estimates are 
framed. At present the Ministry of Aviation. in con- 
sultation with manufacturers, decides on a production 


target for air-frames for the incoming fiscal year and” 


on the basis of this target the aircraft industry tools 
up and prepares its production programme. Тће 
Ministry of Aviation and the Air Ministry recognize 
that this target is optimistic and they proceed to 
draw up a delivery programme, the financial value 
of which is less than half the production target. 

It is likely, however, that the system criticized 
by the Committee involves more than improving the 


accuracy of estimating. It is probable that there is ` 


scope for improved project control and progress 
chasing in many aircraft contracts. 


PRICES COUNCIL DISBANDED 


OLLOWING the establishment of the National 

Economic Development Council, it was announced 
earlier this week by the Chancellor of the Exchequer 
that the Government had decided to disband the 
Economic Planning Board and the Council on Prices, 
Productivity and Incomes. 

As to the new Council's relation to the existing 
advisory bodies, the Chancellor said that the National 
Joint Advisory Council would continue as at present 
and that he was examining the composition and 
functions of the National Production Advisory 
Council on Industry in order to supplement the work 


.of the Council. 


INFLUENCE OF THE COMMERCIAL 
PROFESSIONS 


IVING the third of the Cantor Lectures on the 

subject of "The influence of the professions on 
economic life’ this week, Mr A. H. Ensor, vice- 
chairman of Lloyds Bank Ltd, dealt with the com- 
mercial professions. He considered mainly the 
influence of bankers, merchant bankers, insurance 
companies, building societies, economists and ac- 
countants. 

Speaking of the influence of accountants, he 
pointed out that the number of qualified accountants 
in the principal institutes in 1961 was 46,235,.an 
increase of the order of so per cent in ten years. Не 
said: “In these competitive days, cost accounting and 
efficient organization are not only of infinite value, 
but essential if industry is to be prosperous and 
progressive.' He said that it would be true to say 
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that the influence of accountants had grown con- 
siderably from the 1920s onwards and that while in 
the 1920s and 1930s their services were called upon 
frequently when industry was depressed, their 
function was now more towards improving companies' 
organization and production costs rather than to 
the ‘mere routine audit of accounts’, He thought 
that the revolution now taking place in industry and 
commerce following electronic developments and the 
introduction of automation in factories, emphasized 
how wide a field was open to the accountants. 


CHANGES COMING IN HIRE-PURCHASE 


HERE were distinct signs in January of an 
improvement in hire-purchase business. New 
credit advanced by finance houses increased by about 


‚ 25 per cent on December, an advance described by 


the Board of Trade as ‘rather more than seasonal’, 
The improvement in hire-purchase figures does in 
"fact reflect an improvement in new and second-hand 
car business. 

This change for the better has been accompanied 
by a move to tighten up hire-purchase car contracts 
and to reduce the number of repossessions. À finance 
company chairman recently estimated that re- 
possessions in the past two or three years were of 
the order of 500,000 and total finance company losses 
at between £40 million and £60 million. 

The changes recommended by the Finance Houses 
Association do not involve significant changes in the 
terms offered to car purchasers. Neither will the 
rates of interest, deposits or repayment periods be 
affected. 

Under pressure from the United Dominions Trust 
Ltd, the members of the Association are abandoning 
the present limit on commission rates to dealers, a 
move which is not popular with most members and 
which is causing a split on policy within the motor 


* hire-purchase trade. 


SHARE DEALER MUST PAY TAX ON 
CAPITAL DIVIDENDS 


e is well established that the ordinary investor 
who receives a capital profit dividend from a 
United Kingdom company is not chargeable to either 
income tax or surtax on it. It is equally well estab- 
lished that if the company is resident abroad, so that 
-the shares are a ‘foreign possession’, the ordinary 
“investor’s share of a capital profits dividend is 
chargeable to British tax on it under Case V. 

It is going a long way from this to argue that where 
the investor is actually dealing in shares, by way of 
trade, a capital profits dividend from a United 
Kingdom company is exempt from inclusion in the 
dealer’s trading receipts, notwithstanding the fact 
that the proceeds of an outright sale of such shares 


THE 
ACCOUNTANT 


293 


would automatically be included in the trading 
receipts. At first blush one wonders how such an 
argument could possibly be got on to its legs. 
Nevertheless it found favour with Mr Justice Cross 
(Cenlon Finance Co Ltd v. Ellwood (39 A.T.C. 201)), 
and its proponents, although they did not convince 
any member of the Court of Appeal or the House of 
Lords, did at least obtain leave to appeal to the final 
tribunal. . : 

The company argued that since it was already 
established that the effect of section 184 of the 
Income Tax Act, 1952, was to prevent United 
Kingdom company capital dividends from .being 
charged to tax as dividends, therefore section 184 
exempted these dividends from tax, and therefore to 
include them as trading receipts was forbidden. Тће 
answer, in the words of Lord Simonds (according to 
The Financial Times of March 2nd), is that section 184. 
would be searched in vain for апу suggestion that 
where a dividend had been paid out of capital it was 
to be exempt in the hands of the shareholders. 

'The House also rejected the company's argument 
that a mere change of mind by the Inland Revenue 
did not constitute a 'discovery' for the purpose of 
raising an additional assessment. The point is 
covered by Commercial Structures Lid v. Briggs 
(27 А.Т.С. 308). 


DOUBTFUL DIAGNOSTICS 


R an article in Tke Sunday Express last Sunday, 

Mr Michael Webster endeavours to explain Ве’ 
dire risks run by companies who have too many 

chartered accountants on their boards. He instances 

one concern where the technical directors resigned 

in a body after a policy dispute and, asks Mr Webster, 

who took their places? “The pals of those that were 
left. Another gang of professional company directors, 

most of them accountants.’ The reconstructed board 
now consists of eight members — five chartered 

accountants, two lawyers and one other. The com- 

pany is doing badly and the group profits are going 
down rapidly. . 


In the light of even this “isolated case', Mr Webster 
*would not be surprised to find that this strange form 
of company sickness . . . is on the increase’ and 
supports his thesis as follows: 


*Already, according to the Institute of Directors, 
46 per cent of all company directors hold more than 
one boardroom appointment, and most of these 
hold considerably more than two each. Most of 
these gentlemen are “financial experts" of one kind 
or another — economists, accountants, actuaries, or 
statisticians.' 


He concludes: 


'So it will pay to keep an eye on the board- 
room temperature of your investments. And if you 
see symptoms of “‘chartered accountantitis" develop- 
ing – beware? 

Now Mr Webster may be right or wrong in his 
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diagnosis but he should argue fairly and openly. 
What the statistics collected by the Institute of 
Directors! did show was that the 46 per cent sample 
of company directors who held more than one 
directorship was made up of 18 per cent holding 
two, 11 per cent three, 15 per cent four to eight and 
only 2 per cent more than nine. The Institute 
remarked that 'very few really hold multiple board 
seats’. Further, 64 per cent of all directors included 
in the survey had no academic or professional 
qualification, only 14 per cent had university degrees, 


! Who's on the Board? Institute of Directors, London. 3s net. 
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and of the distinct minority with professional or 
technical qualifications only 10 per cent were 
accountants. Making allowances for dual qualifica- 
tions and other factors, it is reasonable to assume 
that about two or three directors in every hundred 
are accountants, a ratio much nearer to reality than 
the board mentioned by Mr Webster where five out 
of eight are members of that profession. 

Perhaps if Mr Webster cares to come out in the 
open and name the company concerned, his par- 
ticular accusation might not bear any closer scrutiny 
than do the statistics he gives in support of his airy 
generalizations. 





This is My Life. . 


by An Industrious Accountant 
CHAPTER 114 


N envelope arrived marked ‘Strictly confidential’. 
I opened it rather nervously . . . the sack? ... an 
offer of a directorship? . . . an advice that I'd won the 
Irish Sweep?... I have invariably a premonitory 
shiver about these impressive hush-hush messages. 
The memo-slip inside read ‘Please see me at тг a.m. 
about attached,' in the managing director's precise 
script. It sounded ominous for a moment. 

However, perusal of the “attached” clarified things. 
It was an anonymous letter, scurrilous, vicious, about 
our hardworking young internal auditor. Such venom 
I'd never experienced before: 'sticking his nose into 
other people's business . . . insulting honest decent 
men ... smearing our caracters [sic] . . . what will 
happen to him if he goes on like this . . . break his 
neck... lightning strike . . . we won't stand for it". 
I've omitted the lurid adjectives and expressions. 

The unsigned scrawl had been sent to our director 
personally; no wonder he'd like an explanation. 
The Г.А. has been looking into the system of 
crediting returned empties in our dispatch section 
where he had spotted, smartly enough, some loose- 
ness in allocating the rebates. Unidentified returns 
provide a profitable perquisite when suitably appro- 
priated, so to speak. Obviously a guilty conscience 
was reacting violently and I didn't like the prospects 
abead. 

Still, I had my strategy planned carefully when I 
sat down before our M.D. at 11 a.m. He had his 
usual imperturbable smile, though his quiet eyes 
missed nothing. After some preliminary chit-chat, 
he asked casually what I thought about the missive. 
I put on the old contemplative act for a moment, 
finger-tips together, brooding expression (my favourite 
pose when I can get away with it). 


'I don't attach the least significance to that sort of 


anonymous muck-raking; I suggest we ignore it. 


completely,’ I said loftily at length. ‘I’ve complete 
confidence in our internal auditor; he's well-schooled 
in the diplomatic approach; his style is tactful and 
non-committal) Another question and answer. “No, 
not for а moment. I wouldn't insult him by even 
mentioning it to him.' The M.D. wondered what the 
dispatch manager thought of the letter; had I dis- 
cussed it with him at all? 

"Wouldn't dream of doing such a thing,’ I assured 
him. “But I just happened to meet him — accidently – 
this morning and asked him how the LA. was 
getting on in his section. He was obviously quite 
unconcerned; gave our man a great write-up. So the 
letter is just a bottle of smoke.' My inquisitor, with a 
detached irony, murmured something about the 
undesirability of labour troubles, enough headaches 
already without stepping on the corns of our dispatch 
people unnecessarily, what? I pondered silently for a 
moment; this finger-tip stuff was clearly effective. 

“Not really likely, sir, I demurred. "The shop 


$ 


steward there is quick off the mark and the dispatch . 


men are old hands; they'd have kicked long before 
now if there was anything out of line.’ After a few more 
queries, the M.D. leaned back slowly and conceded 
the match. ‘All right, handle it your own way,’ he 
agreed. ТЕ you've confidence in the internal auditor, 
I'm quite happy.' 

So I tore the offending letter to shreds there and 
then, and dropped it melodramatically in his basket. 
I think we both enjoyed the gesture. He still smiled, 
though I couln't quite interpret his quizzical ex- 
pression. Maybe he was suspending judgement for 


the moment, maybe he was just giving me enough. 


rope; maybe he knew more than he said. 
But I smiled too. After all, I’ve a photostat copy of 
the letter in my desk; if I can identify the disguised 


` writing, considering the help provided by all the 


dockets written daily in the dispatch section, ГИ 
square the account with interest. Nobody insults my 
staff with impunity; we'll catch Mr Poison-pen 
redhanded sooner or later. 
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^ Correspondence 


Letters must be authenticated by the name and addre-s of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Contractors! Profits 


Sir, - Mr Peter D. Taylor’s excellent summary, in 

your issue of February 17th, of the thorny problems 

of valuing contracting work ir progress dic not 

specifically cover various реза је treatments of а 
. particular loss situation which may occur during the 
"T^ course of a contract. 

I have in mind a case where known non-recurring 
causes have inflated costs to th= extent that at an 
intermediate stage in a contract their comparisor with 
measured value of work done shows up as а loss Тће 
causes have been removed (in this case there is no 
contingency allowance which might be charged) and 
the contractor is confident of completing the contract 
to show an overall profit, albeit less than that опр-па у 
estimated. At this intermediate stage should (c) the 
loss be taken, (5) no profit or loss be taken (i.e. value 
at cost), or (c) some proportion of the ultimate reduced 
profit be taken? 

"The answer is probably that amy one of these is in 
order, provided that it is applied on a consistent basis 
from year to year, and is also consistent with the basis 

.. adopted for valuing work in progress on con-racts 
>. where the measured value indicates a profit at a 
similar intermediate stage. 
It would be interesting to have Mr Taylor's views 
and those of your readers upon, firstly, the permis- 
* sibility of the three choices out&ned and, seccndly, 
upon the proper relationship of each to the various 
methods of valuation set out in his article. 


Yours faithfully, 
PETERK-N. 


[Mr Taylor writes: In this case, there is a reduction 

in gross profit rather than a loss, and therefore method 

(а) is not really applicable. The use of methods <b) or 

(c) would depend on the method of valuing work in 

progress and as stated the important thing i$ to be 

consistent. Method (с) is to be preferred if possible, 
, d if the cost control із reliable.] 


The Scope of Management Accounting 


Sm, – I have read with interest tke article by M? J. P. 
Wilson published in your issue dated Marck 3rd. 
However, I must take issue with him on his exemple 
of the modern form of a balance sheet — his Figare 4. 
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The balance sheet illustrated is indeed “more 
logical in its arrangement' than the traditional. 
However, the ‘Net worth of business’, being the net 
assets of the company, are shown to be represented 
by share capital and reserves. Surely the correct 
approach when presenting accounts to shareholders 
is to show in the first place the share capital and 
reserves and then describe this amount as being 
represented by the various assets less liabilities. In 
other words the investment of the shareholders, plus 


. any attaching reserves and balances, is represented 


by working assets less liabilities, from which the 
profits of the company are earned. 


Yours faithfully, 


PAUL R. RAWSON, 


Altrincham, Cheshire. А.С.А. 


Interest Formula 


Sm, – Shortly after the passing of the Moneylenders 
Act, 1927, one of your readers submitted a formula 
(shown below) for working out the actual rate of 
interest where money is repaid by periodic instal- 
ments. 

We believe that this may still be used by, e.g., 
hire-purchase- and similar companies and wonder if 
any of your readers can confirm that the formula is 
correct. 

Formula 
Rate per cent— 


2х То repayments—loan., No. of repayments in year 


X100 


loan Total No. of repayments+1 
f Yours faithfully, 
London SWr. PIPER SMITH & PIPER. 


P.A.Y.E. Simplification? 


Sir, – In his strenuous efforts to secure economies 
in Government expenditure, the Chancellor of the 
Exchequer should not overlook cost reductions which 
could be achieved by a simplification of our P.A.Y.E. 
system. Under the existing system two sets of tables 
are required. Table A shows the earned: income relief 
corresponding to the individual's earned income as 
from the beginning of the income tax year to date, 
plus the proportion of the individual's allowances 
less untaxed unearned income as from the beginning 
of the income tax year to date. The sum of allowances 
less untaxed unearned income plus earned income 
relief derived from Table A is regarded as ‘free pay’ 
and is then deducted from the individual’s earned 
income in order to show the individual’s ‘taxable 
income’. The tax appropriate to the ‘taxable income’ 
will be ascertained by reference to Table B. 


In fact, in order to ascertain the tax appropriate | 
to a given earned income and to a given allowance less 
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untaxed unearned income, only one set of tables is 
needed, The formulae for the different levels. of 
income are as follows: 


Let E be earned. income as from the beginning of the 
income tax year to date. Let AU be allowances less untaxed 
unearned income for the whole year. Let т be the number 
5 months as from the beginning of the income tax year to 

ate. 











7Zg-?4U Tax Deducted 
9 12 : 
Less than o Nil 
o- 260 Z (¿e= тли) - 
12 8о \9 12 
. "бо -Z210 u (в-тло)-т я/то/-- 
I2 .I2 о 19 12 12 | 
- yo 360 25 (2— av) -= Bhoj- 
12 12 о 19 12 12 
LE 3 [Tp Myy) shol 
22360 124005 (Е) = (ЈЕ Zay) та 55/10 


E 
I 2^ 5 Е 29:945 
m upwards 
I 29:945 p 


Yours faithfully, | 


` London Wr. P..L. GRIFFITHS. . 


Unrealistic Taxation 


Sir, — The rigidity with which Schedule A tax on 
property is being maintained is remarkable — in spite 
of it being described over and over again as an 
‘iniquitous tax’, Even politicians are in agreement 
with its being abolished, because in application it is 
grossly unrealistic to the facts and unethical, 

Just as remarkable is the rigid application of the 
law in dealing with the expenses of employed persons 
under Schedule E. This is especially so in view of 
the words of Lord Evershed, M.R., in Brown v. 
Bullock: — 

*But I would point once again to the distinction 

between the two Schedules D and E which I 
` regard as somewhat regrettable; as something which 

tends to bring the law into a measure of disrepute 

and to make the income tax obligations of the 

` taxpayer а game of ingenuity divorced from prin- 
ciple or ethical or other common-sense considera- 
tions.' 

Those words of.analytical wisdom are surely 
intended to imply agreement with the Royal Com- 


mission's recommendation that ‘all expenses reason-. 
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ably incurred for the appropriate performance of the || 


office or employment should be deducted’. 
` Yours faithfully, 
Birmingham. 


The Training of Accountants 
Sin, — With regard to recent correspondence in your 
columns concerning the training of accountants, I 
would submit that a university education whilst being. 


‘an admirable and desirable thing in itself, is no 


adequate substitute for the experience gained during 
five years' service under articles in a professional 
accountant's office. 

Yours faithfully, | 


London We. K. L. JEWETT, РСА. 


Sir, – I read with considerable interest your leading 4. 
article of November 25th and the correspondence ^ 


which it stimulated. Your readers may be interested 
to know of developments in university education in 
accounting in Australia. 

"There are at present five departments of accounting 
having professorial hzads in Australian universities; 
there are approximately fifty full-time teachers in the 
seven universities which offer three or more courses 
in accounting. Тће stendard reached is, at a minimum, 


. that required by the official and professional bodies 


related to the profession. In some centres the business 
community and the accountancy profession were 
responsible for financial support on the original 
creation of the appropriate chairs, but apart from this 
the universities have zhemselves accepted the subject 
as an appropriate field of university study and inquiry 
and have assumed the financial obligations this 
entails. Š | ol 

The accounting departments in the universities 
have generally tended to extend their courses beyond 
the limits set by the syllabuses of local and British 
examining bodies. For example, in the University of 
Sydney the three-year sequence in accounting includes. 
besides the usual subject-matter of financial account- 
ing, studies in auditing, costing, investment planning 
and budgeting, and governmental accounting. In 
addition, the competent and interested candidate 
may read for honours in the accounting school; he is 
required to undertake additional work covering the 
theory of accountinz; the history of accounting 
techniques, institutions and ideas; significant areas of 
business finance; and controversial questions such as 
the ‘price-level’ and ‘marginal costing’ problems — all __ 


in considerable detail. x. 


Although the. universities are thus extending their ` 
curricula, and although there seems to be the possi- 
bility of conflict between them and the professional 
organizations, the professional and teaching groups 


` enjoy the best of good relationships. They may often 


disagree in point of view, but in my experience the 
teachers have generally been most welcome partici- 


FRANCIS B. WILLMOTT. << 
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pants in the conventions and other discussions 
organized by professional bodies - no matter how 
provocative and controversial -he views of the 


$ teachers may be. For their part the universities have 


been happy to accept offers from official and pro- 
fessional bodies to make available. some of their 
members to give regular or occasional lectures (un- 
paid) to groups of university-students. 

In brief, the universities tke seriously their 
obligation to do their utmost both by research and 
teaching to raise the level of knowledge anc the 
standard of competence of those who wish to study 
accounting. They perceive thei- role as teaching 
institutions to embrace a wider range of aspects and 
facets of accounting than the Юра] and tecl-nical 
aspects which are the preoccupation of other teaching 
organizations. They seek to make the study of 
accounting an experience as liberal and humame as 
the study of any of the so-called liberal arts. In zhese 


-5- respects their potential contribution is acknowledged 


and, in not a few directions, actively encouraged by 
the professional organizations. 


Yours faithfully, 
R. J. CHAMBERS, 
Professor of Accountiag. 


University of Sydney, Australia. 


THE 
ACCOUNTANT 


297 


Cut in B.E.A. Services 


Sir, – I note that on page 231 of The Accountant for 
February 24th, in the "Weeklv Note’ headed ‘Cut in 
B.E.A. Services', reference is made to 'subsidized 
services in Scotland’, з 

А subsidy is generally understood as being а 
subvention Кош Government sources, and I must 


` draw your attention to the fact that no- such sub- 


vention is received by B.E.A. We have, in fact, 
operated profitably for a number of years and during 
this period losses incurred on some routes, including 
those operated in Scotland, have been made good | 
out of the profits earned on other routes. If our 
ability to earn profits is now to be restricted by the 
incursion of British independent airlines, we shall, 
of course, have to take steps to reduce our losses on 
the unremunerative routes. 
Yours faithfully, 
R. L. WEIR, 
Financial Controller, 
Ruislip, Middx. BRITISH EUROPEAN AIRWAYS. 


[In our ‘Weekly Note’ commenting on the losses 
incurred by B.E.A. on certain routes, particularly 
in the North of Scotland, we were of course referring 
to the setting-off of losses on those routes from profits 
on the more remunerative ones. — Editor.] 





Commerce 


Turner & Newall 


Ree limitations do not permit full justice 
being done to the accounts of Turner & Newall 
Ltd which are the subject of review this week. It is 
not possible, for instance, to show the green заск- 
ground to figures which makes all the difference in 
readability in a dual balance sheet which gives the 
parent and consolidated position against a nar-ative 
ç common to both. The use of italic figures in the com- 
parison and of heavier type for the group totals in 
the 1961 columns is an added advantage. Thoughtful- 
ness in these matters can save published accounts 
from becoming a maze of figures 
The original also includes ten-year summaries (not 
reproduced) of consolidated results and balance sheets 
with the figures in £ million ard decimals – z fair, 


easily-read and space-saving method for a company 
whose consolidated balance sheet now adds up to 
£108,151,633. | 

Two pages of the report are given to a description 
of the principal operating companies in the United 
Kingdom and abroad, with the names of their 
principal executives. The group, of course, is very 
much concerned in asbestos from the actual mining 
of the raw material. One member, Ferodo Ltd, with 
its brake linings, is almost a household. word. This 
year also sees British Industrial Plastics Ltd a full 
member of the group. 


'Take-over Treatment 


During the year under review, Turner & Newall 
made an offer for all the ordinary capital of B.I.P. 
not already owned and obtained a full acceptance. 
'The offer, particulars of which were sent to Turner 
& Newall stockholders, involved the issue of 4,068,994 
ordinary shares and a cash payment. There was also 
a fully-accepted offer for the B.I.P. го per cent free 
of tax 2s cumulative preference shares on the basis 
of ros a share in cash. 

‘Counsel’s opinion was sought as to the correct 
method of dealing with the acquisition of the B.I.P. 
ordinary capital in the Turner & Newall books, and 
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as to the treatment of B.I.P. profits since September 
goth, 1960. 

Although the Turner & Newall ordinary stock was 
quoted on the London Stock Exchange at a sub- 
stantial premium over par value at the date of the 
offer, counsel advised that thé Turner & Newall 
directors were entitled to treat the cost of the shares 
acquired under the offer as being the amount of the 
cash part of the consideration paid, plus the nominal 
amount of the Т. & N. shares issued. 

With regard to profits accruing since September 
Зо, 1960, the advice was that if and when dis- 
tributed by way of dividend, such profits would be 
received by the company as revenue and could be 
treated as forming part of its own distributable profits. 


Going Concern 


This advice was acted upon and the effect of the 
acquisition on the present accounts is set out in a 
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note on the accounts. Fixed assets of B.I.P. and its 
subsidiaries have been brought into account at values 
established on a 'going concérn' basis as certified 
by professional valuers following a recent revalua- 
tion. 

The note on the accounts shows that В.І.Р. is 
now fully-owned, gives the detail of the offer made, 
and brings out the fact that the ВЈ.Р. shares are 
capitalized at the nominal amount of the T. & N. 
shares issued plus the cash consideration (including 

‘the cost of the shares already held) and stamp duty. 
In the consolidation, the excess of £3,472,763 of the 
cost arrived at on that basis over the В.Р. group 
net tangible assets on September 3oth, 1960 (includ- 
ing fixed assets at valuation), has been adjusted on 
capital reserves. 

An interesting point for those engaged in share 
registration work is the passing over of the work of 
the company's own registration department to the 


District Bank Ltd. A departmental reorganization, . 





BALANCE SHEETS OF TURNER & NEWALL LIMITED 


(The consolidated balance sheet combines the assets and liabilities of Turner & Newall Ltd. (Parent Company) with those of its subsidiaries, 


CONSOLIDATED 


1961 


CAPITAL AND RESERVES 
Share Capital of Turner & Newall Limited 
Authorised: 60,000,000 Shares of £1 each 
£60,000,000 


= 
Issued: Seven per cent. Cumulative Prefer- 
ence Stock 


1,444,269 
Ordinary Stock (Note 1) 


47,847,866 


49,292,135 
8,605,902 


25,784,098 
83,682,135 


Capital Reserves (Note 2) .. 22 
Revenue Reserves (Note 3) .. 
TOTAL CAPITAL AND RESERVES 


AMO TTE SET E ASIDE FOR FUTURE 
United Kingdom Income Tax on the profit for 
the year (due for payment Ist January, 1963) 


AMOUNT RETAINED in respect of un- 
earned inter-company profit and possible 
obsolescence on stocks herd by United King- 
dom subsidiaries > vs e 


OUTSIDEINTERESTS IN SUBSIDIARIES 
(Note 4) 2 


CURRENT LIABILITIES AND 
PROVISIONS 
Current Liabilities: 


2,978,000 


1,614,604 


Creditors and accrued charges 11,588,410 
United Kingdom taxation .. 4,276,080 
Net dividend on Preference Stock for the 
half year ended 30th September, 1961 . 30,961 
Final net dividend on Ordinary Stock as 
recommended in Directors’ Report 2,344,545 
Net balances on inter-company accounts 
owing to variation in dates of balance 
sheets š PA vs E 1,442,581 
19,682,577 
Provisions :— 


Development on Mining Properties 194,317 


TOTAL CURRENT LIABILITIES 


AND PROVISIONS 19,876,894 


£108,151,633 


С 





PARENT COMPANY 


1960 1961 1960 


£ 


1,444,269 
43,778,872 


45,223,141 
12,117,696 


22,439,881 
79,780,718 


1,444,269 
47,847,866 


49,292,135 


1,444,269 
43,778,872 


45,223,141 


11,855,893 
57,072,034 


13,902,633 
Т 83,194,768 


2,835,000 542,250 349,700 


2,585,000 


1,704,929 


345,283 
457,225 


30,96! 
2,547,383 


8,518,032 
3,015,782 


30,961 
2,547,383 _ 


755,419 
446,134 


30,961 
2,344,545 


2,129,122 
16,241,280 


3,577,059 


3,380,852 


200,068 


16,441,348 3,577,059 3,360,852 


£100,751,995 £69,939,077 £63,394,586 


The notes on pages [300-2] ` 
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it is pointed out, in the report of the directors, would 
have been necessary to cope with the extra volume of 
work arising from the increase in the. number of 
stockholders in recent years and which now approzches . 
53,000, and the registration work has therefore been 
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passed over to an organization specializing in it. 


Which Season? 


Tee is an understandable feeling of frustra- 
tion with a company report that gives no indica- 
tion of the nature of the business. А case in paint is 
Adams (Durham) Ltd for whose report and accounts 
for the year to August 31st, 1961, we аге indsbted 
to a reader. 'The Stock Exchange Official Intellizence 
and the agencies statistical services can, of course, 
assist in filling the gap but such information s not 
always readily available, particularly to the orcinary 


investor. 


The report refers to ‘considerable technical diffi- 
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culties in connection with the accounts’ due to two 
major changes – а capital reduction conformed on 
March 27th, 1961, followed immediately by a take- 
over of the Somportex Group. And Somportex is 
doing well to the extent that ‘the overall results of 
the trade for the Christmas 1961 season have broken 
all previous records’. 

The directors now ‘wish to remove the incidence 
of seasonal fluctuations from the accounts’ and соп- 
sider that April 30th would be a suitable date, but a 
‚ change in the Somportex accounting date is undesir- 
able for taxation reasons. However, in response to the 
directors’ request, the Board of Trade has issued 
directions for interim audited accounts of that com- 
pany to be included in group accounts made up to 
April 3oth next which it is hoped to present to 


members in July. 


No information whatever is given as to what 
Somportex is or does and therefore to what extent 
its trade is seasonal. 





CONSOLIDATED AND PARENT COMPANY), 30th SEPTEMBER, 1961 
‘based on balance sheets dated 30th September, 1961 and (for subs-diaries trading overseas and the companies of the Stillite Products Ltd. Group) 


3156 March, 1961) 


FIXED ASSETS 


Freehold v Leasehold Land and Buildings 


(Note 5) 


Less: Provision for | Depreciation. . 


Machinery and Plant (Note 5} 


Less: Provision for Depreciation.. , 


Mining Properties and initial development ai at 


cost 


Trade Investments at cost (Note 6) . 
Less: Amounts written off s 


TOTAL FIXED ASSETS .. 


INTERESTS IN SUBSIDIARIES (Note7) .. 


CURRENT ASSETS 


Stock-in-Trade, Contracts in Progress and 


Stores (Note 8) 


less: Amounts invoiced “on account’ of 
Contracts on which no profit has 


been taken . 


Debtors and payments in advance 


investments (Note 9) .. 


Tax Reserve Certificates 


Balances at Banks and cash in hand 


TOTAL CURRENT ASSETS 


R. G. SOOTHILL Chairman 
R. M. BATEMAN  Depcty Chairman · 


form an integral part of these accounts. 


Less: Provision for ‘Amortisation | 


CONSOLIDATED 


1961 


27,878,578 
7,605,521 
— V 20,-73,057 

43,798,848 

21,241,537 
— 22,157,311 


3,900,797 
3,694,760 
———— 106,037 
2,244,559 
405,702 
———— 1,338,857 
44,375,262 


` 


27,343,857 
1,832,393 2551 1,464 
13,123,581 
14 166,019 
2 138,200 
8:337,107 


63276,371 


£108.151,633 


1960 


21,883,845 
6,931,205 
—— 14,952,640 

37,044,473 
18,884,813 
———— 18,159,660 


3,874,509 
3,512,548 
————  D— 361,961 
2,339,314 

385,850 
— 1,953,464 


35,427,725 


23,228,723 
2,216,814 
—p. 21,011,909 

10,568,387 

21,186,372 
4,040,000 
8,527,602 


65,334,270 


£100,761,995 


d 


85,815 


57,416 


PARENT COMPANY 


1961 


230,776 
144,961 
111,420 
54,004 


1,310,566 
188,606 
1,121,960 


1,320,925 


53,237,991 


21,575 
12,002,282 
2,098,200 
1,258,104 


15,380,161 


€69,939,077 





81,953 


49,024 


150,422 


1960 


230,776 
148,823 
98,782 
49,758 


1,377,579 
1,227,157 
1,425,738 


38,569,295 


23,029 
18,104,615 
4,000,000 
1,271,909 


23,399,553 


— 


£63,394,586 


— 
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GENERAL NOTES ON ACCOUNTS 


I. ACQUISITION OF BRITISH INDUSTRIAL PLASTICS LTD. 


During the year Turner & Newall Ltd. acquired the whole of.the issued ordinary and preference shares of British Industrial Plastics Ltd. not already 
owned, on the basis of one Turner & Newall Ltd. share of £| and cash of 28/- for every seven ordinary shares of 2/- each and cash of 10/~ per share 


for each of the 10% free of tax cumulative preference shares of 2/- each. The acquisition involved the issue of 4,068,994 £1 ordinary shares of Turner ~ 
& Newall Ltd. The Directors have been advised by Counsel that they are entitled to regard the cost of the British Industrial Plestics Ltd. shares ^ ^ 


as being the aggregate of (i) the nominal value of the Turner & Newall Ltd. shares issued and (ii) the cash portion of the consideration, The Directors 
have acted on this advice and the effect on the present accounts is as follows:— 


Parent Company Balance Sheet:— 


The shares in British Industrial Plastics Ltd. are capitalised at the nominal amount of the Turner & Newall 
Ltd. shares issued plus the cash consideration (including the cost of shares already held), and stamp duty. 


Consolidated Balance Sheet:— 


The excess of £3,472,763 of the cost arrived at as above over the net tangible assets of the British Industrial 
Plastics Ltd. Group at 30th September, 1960 (including fixed assets at valuation) is adjusted on Capital 


Reserves (Note 2 on page [301]). 
2. OUTSTANDING COMMITMENTS 


Estimated outstanding commitments for capital expenditure, not provided for in the books of the Company and its subsidiaries, amount to £4,000,000 


(1960—£1,700,000). 
3. RATES OF EXCHANGE 


Assets and liabilities in Canadian and U.S.A. dollars have been converted into sterling at $2.80 to £l and other Dominions and foreign currencies 
have been converted at the rates ruling at 3Ist March, 1961, or 3Cth September, 1961, i.e. che dates of the balance sheets of the subsidiaries. 


4. FINANCIAL YEARS OF SUBSIDIARIES 


Note pursuant to paragraph 22 of the Eighth Schedule to the Companies Act, 1948:— 

The consolidated accounts incorporate the accounts of Turner & Newall Ltd. and its principal operating subsidiaries in the United Kingdom and 
two small subsidiaries operating overseas for the year ended 30th September, 1961, and those of its other subsidiaries trading overseas and one 
recently acquired group in the United Kingdom for the year со 315: March, 1961. "it is not proposed to change the accounting dates to ensure 
that all overseas subsidiaries' financial years end with that of the Company as (a) the difference in accounting dates is of considerable advantage 
in facilitating the proper examination of the accounts of the subsidiaries concerned and enables the consolidated accounts of the Group to be 


prepared within a reasonable time after the end of the financial year of the Company, and (b) local circumstances overseas, particularly in relation. < 


to taxation matters, make a change undesirable, 


5. CONTINGENT LIABILITIES 


There is a contingent liability in respect of the Company's (secured) guarantee, up to a sum of $700,000, of bonds issued by a Canadian subsidiary, 
Turner & Newall (Overseas) Ltd. In addition there are contingent liabilities totalling £97,500 for uncalled capital in respect of trade investments. 





CITY NOTES 


HE culmination of the I.C.I.-Courtaulds battle 

has absorbed the City's attention this week but 
not to the extent that other broader influences have 
been entirely ignored. The approaching Budget is 
obviously now influencing investment operations, 
with the defensive investment attitude of recent 
weeks becoming increasingly marked. 


Clearly the Budget can hardly be anything but 
tough. Government spending has overshot the target 
by a considerable margin and there is little consolation 
to be gained from the official view that the margin 
would have been greater still but for the policies of 
restraint and restriction. 

Restraint — or 'the pause' — has operated to a 
reasonable degree and has not led to the development 
of large-scale labour unrest as it was expected to do 
in more pessimistic quarters. The establishment of 
the N.E.D.C. takes over where 'the pause' leaves of 
but it remains to be seen whether the N.E.D.C. 
becomes a constructive body. The fear is that it will 
become a sharply divided talking shop. 

Meanwhile the strength of sterling has allowed a 
further repayment against last July's International 
Monetary Fund borrowings. The fact that the 
reserves last month rose {£5 million despite г 
{75 million I.M.F. repayment, however, is more 2 
reflection of high United Kingdom interest rates and 
uncertainty concerning the dollar than any indication 
of a decided and definite turn for the better in this 
country's balance of payments and overseas earnings 
position. 


RATES AND PRICES 
Closing prices, Wednesday, March 7th, 1962 


Tax Reserve Certificates: interest rate (25.11.61) 31%, 


Bank Rate 
Nov. 20, 1958 4% Dee. 8, 1960 5% 
Jan. 21, 1960 5% July 26, 1961 7% 
June 23, 1960 6% Oct. 5, 1961 61% 
Oct. 27, 1960 54% Nov. 2, 1961 655 
. Treasury Bills 
Dec. 29 £5 8s o72d%  Feb.a £5 45 4930 4 
Tan. 5 £5 8s 7:81d% ЕеЬ. 9 65 8s o74d% 
Jan. 12 £5 85 6-о3а%  Feb.16 £5 9s robid% 
јап. 19 £s 6s 2:35d%  Feb.23 £s 105 74749, 
Jan. 26 £5 45 10:064% Маг. 2 £s ros 11:26d 55 
Money Rates 

Day to day 43-53% Bank Bills 

7 days 44-50% 2 months 51-514 
Tine Trade Bills 3 months 5431-5174 

3 months 62-74% 4 months 54-515 

4 months 62-74% 6 months sho BY 

6 months. . 78% 

Foreign Exchanges : 
New York 2:813-3 Frankfurt 11:261-$ 
Montreal 2:95à-1 Milan 1748-1 
Amsterdam io:18-à Oslo 20:05—1- 
Brussels 140'161—$3 Paris 13:7790- f ` 
Copenhagen 19:361-i Zürich 12:21 
Gilt-edged 

Consols 4% 61$ Funding 3% 59-69 8343 v. 
Consols 24% 391 Savings 3% 60-70 798: } 
Conversion 54% 1974 92% Savings 3% 65-75 71 fs: 


Savings 24% 64-67 864% 
‘Treasury 5$ 7; 2008-12 8718. 


Conversion 5 % 1971 
Conversion 34% 1969 и 


Conversion 3$ % Treasury 5% 86-89 852 
Exchequer 54% 1966 282 Treasury 34% 77-80. 7І 
Funding 54% 82-84 от i Treasury 33 95 79-81 69 
Funding 4% 60-90 89 ‘Treasury 24% 394 
Funding 34 e 99794 бой Victory 4% 94 
Funding 3% 66-68 843 War Loan 34% 55 


~ 
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HE highlight of 1962 for the accountancy pro- 

fession will, of course, be in the autumn when 
the Eighth International Congress takes place in 
New York from September 23rd to 27th. Notwith- 
standing the Congress, however, a conside-able 
number of courses and conferences have been 
arranged by the professional bodies in the Uaited 
Kingdom, some details of which are given below. 


March 3oth-Apri. īst 


THE ASSOCIATION OF CERTIFIED AND CORPORATE 
ACCOUNTAN' 28 


F- Week-end School 


WEEK-END school is to be keld by The Associa- 

tion of Certified and Corporaze Accountants from 

. March 3oth-April rst at St John’s College, Cambridge. 
The school will be opened by the President cf the 


- Association, Mr G. L. Barker, F.A.C.C.A. 


Four papers are to be presented as follows: 


"The accountant and the Common Market’, Бу Mr H. 
Shearing, А.А.С.С.А., Senior Lecturer, Ealing 'l'ecanical 
College. š 

‘Some aspects of management and statutory aud ting, 
by Mr L. A. Hill, a.a.c.c.a., Manager, Methocs and 
Procedures Division, Shell International Petroleum 
Co Ltd. 

"The relationship of the professionzl man to the Inspector 
of Taxes’, by Mr A. W. Nelson, A.A.C.C.A. 

‘Education and training for the aczountancy profession’, 
Бу Mr E. C. D. Evans, B.3C.(ECON.), F.A.C.C.A., 


Ж Principal Lecturer, Slough College of Further Edu- 


cation. 


'T'here will be discussion in groups following each 
paper and at the end of each day the author, assis-ed by 


. а panel, will answer questions. ^ ` ~ 


A guest night dinner in Hall will be held cn the 
Friday evening of the school when members will 
entertain university and other guests. 


Tue INSTITUTE OF MUNICIPAL ‘TREASURERS AND 
ACCOUNTANTS 


Week-end Conference 


URING the same the week-end, 'The Institute 
of Municipal T'reasurers and Accountants will also 
be holding a conference at Cambridge but at Caius 
College. The conference will be ander the chairman- 


apap of Sir Charles Cunningham, K.B.E., C.B., 2.V.0., 


Permanent Under-Secretary of State, Home Office, 
and members will discuss some current problems of 
public finance. The principal speakers will be: 
Mr G. Edney, B.COM., F.S.A.A.. ЕЛ.М.Т.А., Ceneral 
Manager, Port of Bristol Autho-ity. 
Mr С. B. Esslemont, C.B.E., M.4., B.COM., LL.B., C.A., 
F.LM.T.A., J.P., City Chamberlain, Glasgow. 
Dr D. S. Lees, PH.D., B.sC.(ECON.), Lecturer in Economics, 
University College of North Steffordshire. 
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Courses and Conferences 


Mr Ian T. Morrow, C.A., F.C.W.A., a member of Council 
and a Past President of The Institute of Cost and 
Works Accountants, 

Mr Н. Tetley, с.в., M.A., Government Actuary. 

'The topics will include a survey of problems asso- 
ciated with public pensions administration and policy, 
financial management in the public services in the 
light of recent Government pronouncements, and 
the relationship of various current problems to the 
national economy. 


April 12th-x4th 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Conference on Information for Management 


S announced in The Accountant of January 27th, 

the Committee of the London and District 
Society of Chartered Accountants have arranged a 
residential conference on information for management 
to be held at New College, Oxford, from April 12th- 
14th, under the chairmanship of Mr Brian A. Maynard, 
M.A., F.C.A. The conference will be opened by Mr P. F. 
Carpenter, Е.С.А., Vice-President of The Institute of 
Chartered Accountants in England and Wales. 

'Two papers are to be presented, the first by Mr 
N. В. Bellwood, F.c.a., of the British Transport Com- 
mission, will be entitled ‘Improving management 
accounting in the small business', and the second, by 
Professor А. Goudeket, Chief Internal Auditor of the 
Philips’ Group, Holland, on ‘Long-term planning’. 
'ÜThere will be group discussion following both the 
papers. 

А feature of the course will be a management 
decision game and on the morning of the final day of 
the course members will travel to London to continue . 
the game with the use of IBM 7090 and 1401 com- 
puter systems at the IBM Data Centre. 


May roth-r2th 
Tue INSTITUTE OF Cost AND Works ACCOUNTANTS 
National Cost Conference and Annua! Meeting 


HE thirty-third National Cost Conference of 
The Institute of Cost and Works Accountants will 
take place at the Old Swan Hotel, Harrogate, on 
Мау roth and гё, to be followed by the annual 
general meeting of the Institute on May 12th. 
‘Two papers will be presented as follows: 
"When figures become people’, by Mr C. E. Sutton, 
F.C.A., F.C.W.A. 


“The cost of quality’, by Mr K. S. Ayres, F.c.w.a. 


In addition, Professor М. С. Kendall, M.A., SC.D., 
Managing Director, C.E.I.R. (U.K.) Ltd, will address 
members. On the Friday morning, the President of 
the Institute, Mr F. M. W. Hird, F.C.A., F.C.W.A., 
will deliver his presidential address. 

The social functions will include a reception and 
dance given by the Mayor and Mayoress of Harrogate, 
Mr F. W. Allum, F.c.a., F.C.W.A., J.P., and Mrs Allum; 
the President's reception and the annual banquet and 
dance. A. special ladies! programme has been arranged. 
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May 29th-June 1st 


Te INSTITUTE OF MUNICIPAL TREASURERS AND 
ACCOUNTANTS 


Annual Meeting and Conference 


НЕ annual meeting and conference of The 

Institute of Municipal Treasurers and Accountants 
will be held on Мау 29th, 30th and 31st and June rst 
in Edinburgh. 

'The provisional programme for the conference 
includes, in addition to the presidential address of 
Mr A. L. Imrie, C.B.E., F.I.M.T.A., C.A., an address by 
the Rt Hon. Henry Brooke, M.P., Chief Secretary 
to the Treasury and Paymaster-General, and papers by 
the Rt Hon. Lord James of Rusholme, Vice- 
Chancellor, University of York, and Mr Kenneth 
Hyde, F.S.A.A., F.I.M.T.A., County Treasurer of Corn- 
wall. The conference will open with an address on the 
Wednesday morning by the Rt Hon. The Lord 
Craigton, C.B.E., Minister of State for Scotland. 

'The Rt Hon. Lord Clyde, Lord Justice General of 
Scotland, has accepted an invitation to attend the 
annual dinner and dance as guest of honour at the 
Assembly Rooms on May 3oth. 


July 18th-22nd 


Tae INSTITUTE OF CHARTERED ACCOUNTANTS IN 
ENGLAND AND WALES 


Summer Course at Cambridge 


НЕ first of the two summer courses of The 
Institute of Chartered Accountants in England and 
Wales will take place at Emmanuel and Sidney 
Sussex Colleges, Cambridge, from July r8th-22nd 
. (the course at Oxford is from September 13th—18th). 
The subjects and speakers at the Cambridge course 
will be: 
‘Taxation aspects of amalgamations and reconstruc- 
tions’, by Mr D. O. Bailey, F.C.A. 
‘Service to management’, by Mr R. D. S. Shrimpton, 
F.C.A. 
‘Insurance and the accountant', by Mr D. Williamson, 
F.C.A. 
Group discussions will follow each paper, and the 
programme will also provide for recreational and 
social activities including a guest night dinner in Hall. 


August 3xst-September 4th 


Tue INSTITUTE OF CHARTERED ACCOUNTANTS 
OF SCOTLAND 
Summer School at St Andrews 
HE tenth summer school of The Iiis of 
Chartered Accountants of Scotland is to be held 
at the University of St Andrews from August 318:— 
September 4th. 

Three papers will be presented as follows: 

*A critical review of recognized accounting conventions', 
by Mr Robert M. Morison, M.A., C.A. 

"The young chartered accountant looks forward', by 
Mr J. C. Shaw, c.a., and Mr A. C. Stewart, C.A., 
МОМА. 

“Financial controls in industry', by Mr W. L. Spalding, 
B.SC., C.A., F.C.W.A., F.C.LS. 

In addition, an address will be given by Professor 

D. J. Robertson, M.A., of the Chair of Applied Econ- 
omics in the University of Glasgow. 
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September 13th—x8th 


THE INSTITUTE OF CHARTERED ACCOUNTANTS IN ` 


ENGLAND AND WALES 
Summer Course at Oxford 
HE Oxford summer course of The Institute of 
Chartered Accountants in England and Wales 
will be held at Christ Church and Pembroke College, 
from September 131-18. The subjects and speakers 
at the course will be: 
"The training of accountants for industrial responsibility’ } 
by Mr С. W. Searle, р.Е.С., F.C.A. 
"The problems of the smaller practice', by Mr R. W. 
Smith, O.B.E., T.D., Е.С.А., 


r: 


‘Investment in stacks and shares’, by Mr A. G. Touche, 


Е.С.А, 
Each paper will be followed by discussion in groups. 


Other activities will include industrial tours, a golf. 


competition, and-a guest night dinner in Hall. 


October roth-12th 
Tur INSTITUTE OF INTERNAL AUDITORS 
Third European Regional Conference 


HE Institute of Internal Auditors is holding its 
third European Regional Conference at the Hotel 


Metropole, Brighton, from October 1oth~12th. The . 


theme of the conference will be ‘Developing the right 
internal audit perspective’ and the speakers will be 
Mr Bradford Cadmus, managing director, The 
Institute of Internal Auditors; Mr D. W. Hooper, 
M.A., F.C.A., chief organizing accountant, National Coal 
Board; Mr C. S. Deverall M.A., B.sC.(ECON.), B.COM., 
F.C.L.S., Head of Department of Commerce and Man- 
agement Studies, Brighton 'Гесћтиса! College, and Mr 
J. E. Wall, managing director, Electric and Musical 
Industries Ltd. It is hoped also to arrange a ladies’ 
programme. | 


October 191-2201 

National Taxation Conference 

HE twelfth National Taxation Conference is to be 

held in Scarborough from October roth~22nd. 
under the chairmanship of Mr ;Регсу F. Hughes, 
Editor of Taxation. 

The speakers will include Mr E. H. Gordon, B.A., 

taxation consultant, Slaughter & May (formerly 


Principal Inspector of Taxes, Board of Inland Rev- : 


enue); Mr P. H. Sée, с.в., Parliamentary Courisel; 
Mr А. Dale, F.A.C.C.A.; Mr Geoffrey Stevens, M.P., 
Е.С.А., and Dr A. S. Silke, M.COM., PH.D.(CAPE TOWN), 
C.A.(S.A.). А feature of the conference will be a Brains 
Trust under the chairmanship of Mr J. S. Heaton, Е.С.А. 

Social functions will include a civic reception and 
dance, a reception and cocktail party given by the 
Editor of Taxation, a golf competition for the Taxation 
Challenge Cup, and a ladies’ programme. 


November 22nd-24th 

Tue LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 
Taxation Conference 

НЕ Committee of The London and District 

Society of Chartered Accountants are arranging 
to hold a taxation conference for members from 
November 22nd-24th at Brighton. The subjects and 
speakers are to be announced. 
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Accountants and the Common Market 


The entry of Britain into the Common Market and the 
part accountants could play was stressed by speakers 
at the annual dinner of the Sheffield and District 
Society of Chartered Accountants, held at the Cutlers' 
Hall, Sheffield, on Thursday of last week. There was 
more than 400 members and guests, with Mr A. G. 
Thomas, F.c.A., President of the Society in the Chair. 
Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales', Sir R. Mark C. 
Turner, managing director, Kleinwort Benson, the 
London merchant bankers, said he felt particularly 
honoured to be there, as he had learned that it was the 
accountancy societies of Sheffield, Manchester, Liver- 
pool and London which in 1880 had got together and 
formed the Institute which performed a service which 
as now so notable in this country. 
~~ In America, the lawyer had pride of place in the field 
*of company advisers which was enjoyed in Britain by 
the chartered accountant. While he disagreed with the 
American system, he cast no aspersions on the legal 
system — indeed the very reverse. But he thought the 
great thing about the association between law and 
business in this country was the non-involvement of 
law in business. 


Change in Society 


During the last fifteen years, however, there had been 
a great change in society. He supposed it had been 
brought about partly as the result of the shocks to the 
economic system caused by the war; partly by the very 
heavy taxation which was borne by the public com- 
panies; partly by the take-over bids, which had kept 
managements and boards of management on their toes; 
and partly by the anomalies created by the compulsory 
merger system, which had brought a greater scientific 
approach to industry. 'There had been very considerable 
differences in the approach of industry towards its own 
problems, said Sir Mark who continued: 





Chartered Accountants! Dinner in Sheffield 


‘I am glad to see that on the boards of many companies 
there are financial directors who have been drawn from the 
chartered accountants’ profession. In the larger companies, 
indeed, they have financial controllers who are chartered 
accountants. 

‘There has been another equally important development, 
which is the relationship between the practising accountant 
and his clients. It has undergone a fundamental change. It 
has gone beyond seeing that books are correct; it is the 
recognition that sharing problems can bring a solution to 
the benefits of business, which would not be possible if they 
were to keep their minds on petty details. 


Passing on to the Common Market, he said he felt 
Britain's entry in this community was vital to its future. 
'T'hey had been in an unfortunate position for quite a 
time of really not knowing whether they were to be in 
or out, and not knowing whether to plan for inclusion 
or exclusion. He hoped they would go into the Common 
Market, and he had no doubts at all of the success 
which entry would bring. 

But they would face great problems; one was that 
in a large area of western Europe there was no account- 
ing system as we knew it. Fortunately, many accounting 
firms in the United Kingdom had offices in Europe 
which, when they began to build the bridge, would 
enable our methods to tie in with European methods. 

Responding to the toast, Mr Р. F. Granger, Е.С.А., 
President of the Institute said they had heard a re- 
markable speech from Sir Mark Turner. He hoped 
due notice and attention would be had by members to 
his remarks. 


The World their Oyster 


.He said the Institute had been going on for more 
than eighty years and its members had become known 
for integrity and fair dealing. That was what the older 
generation had contributed. But life had got more 
and more complicated, and if they had any sons or 


At the dinner (left to right): 
Sir Mark Turner; Mr P. F. 
Granger, F.C.A., President of 
the Institute; Alderman Ј. 
W. Sterland, Lord Mayor of 
Sheffield; Mr Philip H. 
Shirley, F.c.A. (Aust.), a mem- 
ber of the British Trans- 
port Commission; Mr A. G. 
Thomas, Е.С.А., President of 
the Sheffield and District 
Society, and Dr L. du Garde 
Peach. 
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daughters coming along he would remind them they 
needed in the Institute the best they could get. There 
was an opportunity today for suitable young men and 
women to become members of the Institute which he 
did not think had ever happened before, and he could 
see that it would continue for quite a long time. In fact, 
the *world was their oyster' if they passed their exami- 
nations. 

Proposing the toast of “The City and Trades of 
Sheffield’ Mr Philip H. Shirley, r.c.A.(aUsT), a member 
of the British Transport Commission, who was pre- 
viously chairman of Batchelors Foods in Sheffield, said 
the city had made tremendous strides with new 
markets, and he felt that to some extent it was an 
injustice to concentrate on the steel side. It had many 
allied industries. 

Mr Shirley said they could not talk about industry 
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without talking about people who made them efficient; 
and in every analysis there was the skills, enthusiasms 
and loyalties of those employed in the industries from 
the floor to the top — operators and management. „ 
Unfortunately, they had never found а way, as account- `: 
ants, of expressing those assets in the balance sheets. 
But as accountants they recognized that people were as 
important as industries, and that was absolutely essen- 
tial in the days to come. 

Responding, Alderman J. W. Sterland, M.B.E., J.P., 
Lord Mayor of Sheffield, said he believed the country 
was about to enter the Common Market and he did 
not think they need be afraid of the future. It should 
be regarded as a great challenge. 

Mr A. G. Thomas, President of the Sheffield Society 
proposed the toast of "The Guests’, to which Dr 
L. du Garde Peach, M.a., responded. 





Students! Dinner 
at Manchester 


Mr J. K. Elliot, M.sc., Manchester's Chief Education 
Officer, said at the annual dinner of The Manchester 
Chartered Accountants! Students! Society on March 
Ist that it was heartening to see a professional 
body so concerned about the training of its future 
members. 

Proposing the toast of "The Institute of Chartered 
Accountants in England and Wales', Mr Elliot said he 
learned from the Institute's general information book- 
let that candidates for membership should have 
reasoning power, an aptitude for figures, a sound 
knowledge of elementary mathematics, the ability to 
be concise and lucid, and a thorough knowledge of the 
English language. 

They should also have patience and concentration, 
powers of observation and deduction; be quick at 
grasping facts, and be ready and able to accept respon- 
sibility and act on their own initiative. They should 
possess tact, the power to inspire confidence and the 
ability to supervise the work of others. 


Concern 


Mr Elliot said he had read with great interest the 
1961 report of the Institute's Committee on Education 
and T'raining, and it was heartening to see a professional 
body so concerned about the training of its future mem- 
bers; he detected more than the usual professional con- 
cern in the frequent references to the upbringing of 
students. There was increasing competition for able 
young men and women, and he had noticed in the 
report that between 1952 and 1959 the percentage 
entry with ‘О’ level qualifications fell from 73 per cent 
to 69 per cent whilst those with ‘A’ level rose from 12 
per cent to 17 per cent. 

Mr W. L. Barrows, LL.D., F.C.A., a Past-President of 
the Institute, responding to the toast, said the younger 
people always had the tendency to feel that the older 
people did not appreciate their problems. But he 
assured students that more time was spent by the 


Council in connection with the younger people thang 
on any other single subject. 

He said that while perhaps relations with educational 
authorities had not always been of the best, there was 
a growing awareness throughout the country that a 
closer link with the universities was vital in the future 
of the profession. 


Common Sense 


One thing was very important and that was the use 
of common sense. When he last spoke to the Society, 
in 1951, he said that students should not rely entirely 
on their correspondence courses, but should broaden 
their outlook with social and sports activities in their 
students’ society. He was glad that the Manchester 
Society’s social and sports side was as strong as it 
always had been. 

Mr P. G. Mason, M.B.E., M.A., High Master at 
Manchester Grammar School, proposing the toast to 
‘The Manchester Chartered Accountants Students” 
Society’ recalled a trip he had had behind the Iron 
Curtain including East Berlin, and said that compared 
with the Germany before the war there had been a 
great revolution. There were special schools in each. 
region, where children were forced to maintain their 
athletic standards or they were put out of the school. 
Mr Mason said he felt that the maintenance of a free 
society depended above all things on the freedom in 
educational institutions and freedom in professional 
organizations. 


Character 


Responding to the toast, Mr A. H. Walton, F.c.a., 
President of the Society, said while education and 
training was, of course, the basis on which students 
acquired their accountancy qualification, another 
important factor was character. : 

He said the activities of the Manchester Students" 
Society had never been so broad and varied; even the 
development of bowling alleys had not passed them by 
and they were going to compete in that field very 
shortly. 

Mr J. Townsley, в.сом., a member of the Committee, 
proposed the toast of "The Guests’ and Miss S. 
Chalmers, Vice-President of the University of Man- 
chester Union, responded. 
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Scottish Institute's “International Basis' 


` Presidents Comments 


'The international basis of Тће Institute of Chartered 
Accountants of Scotland was stressed by the President 
of the Institute, Mr Graham A. Usher, M.B.E., T.D., 
С.А., speaking at the dinner of the Association of 
Scottish Chartered Accountants in the Midlands at the 
Queen's Hotel, Birmingham, on March and. 


Bouncing Babies of Birmingham 


Mr Usher, responding to the toast of the Institute 
coupled with that of the Association of Scottish Char- 
tered Accountants in the Midlands, was speaking to 
181 members and guests of the Association, in an 
atmosphere as Scottish as the haggis, duly addressed, 
a piper and, of course, the national ‘beverage’ could 
make it. He described the Midlands Association, one 
of the youngest offspring of the Institute, as ‘our 
bouncing babies in Birmingham’, and wished them 
many happy and prosperous years in the worlds of 
finance and commerce. 

He said that the Scottish Institute always tried to 
operate on an international basis, paying no attention 
to national boundaries and domestic politics. There 
‘were some 700 places out of Scotland, including 500 
abroad, where members of the Scottish Institute were 
diligently working. 

The Scottish Institute had been in touch with the 
Continent for many years, and he pointed out that 
the first accountant in Scotland, George Watson, 
served his apprenticeship 300 years ago in Antwerp. 
In 1963, the Institute will welcome the leading 
accountancy bodies of all the countries of Europe 


+, 


outside the Iron Curtain at the European Congress of . 


Accountants to be held in Edinburgh under the aus- 
&pices of the Institute. 
Commenting on the Common Market, Mr Usher 
said: > 

*For years we have quietly been going about our business, 
taking such steps as we can to see that our freedom to prac- 
‘tise throughout the world is not unduly restricted. Almost 
anybody from abroad can come and practise in this country, 
provided they satisfy the Board of Trade.’ 

‘There were over 500 people with overseas qualifica- 
tions practising in this country, although none of them, 
as far as he knew, were in Scotland — but precious few 
Englishmen had dared to practise up there, he added, 
humorously. 

In their endeavour to keep up their standards of 
accountancy and to keep as up to date as possible, the 
Scottish Institute had recently overhauled their train- 
ing methods, demanding that all trainees should spend 
a period at a Scottish university. In the past, said Mr 
„Usher, a man could become a member of the Scottish 

Institute and never have set foot in Scotland. Now, at 
little expense to himself, a man can at last have some 
direct Scottish connection. 


Community's High Regard for the Profession 
.Sir Milner Holland, с.в.Е., Q.C., in proposing the 
toast, said that the community had a very high regard 
for the profession of accountancy. It was a profession 


at Birmingham Dinner 


which had set itself very high standards, and therefore 
enjoyed a correspondingly high standing in the com- 
munity. The reason for this was that,.like any other 
serious-minded profession, they had set their standards 
far ahead of what the mere law required. 

In the nineteenth century it was said that auditors 
were ‘watchdogs’ and not ‘bloodhounds’, but Sir 
Milner thought that was a rather low standard to take. 
The general public wanted to feel that the auditors 
made very careful checks before signing a company’s 
books. 

Of accountants in general he said, “The community 
accepts that they not only render very valuable services 
as professional practitioners, but that they occupy a 
most important position in executive, managerial and 
boardroom posts.' | 

Describing the Midlands Association as ‘migrants’, 
he pointed out that in 1954 only 52 per cent of Scottish 
Chartered Accountants had remained in Scotland, 
with 30 per cent in the southern half of the United 
Kingdom. 

'T'he toast of "T'he City of Birmingham' was proposed 
by the Bishop of Birmingham, the Rt Rev. John 
Leonard Wilson, C.M.G., M.A., D.D., who revealed that 
he had started his working life as an articled clerk with 
a Newcastle upon T'yne firm of chartered accountants. 

Talking of the great cities of the past, Athens, Rome 
and Jerusalem, he said that no people more than the 
Scots had taken up the idea of home, religion and 
history. | 

Не emphasized the amount of voluntary work done 
in the city, and said that the only thing that would 
make Birmingham really great would be the moral and 
spiritual quality of its citizens, shown by how far they 
cared for one another. j 

Alderman Donald Johnstone, J.P., Deputy Mayor of 
Birmingham, replied on behalf of the city. 


The Association's Contribution 
Mr W. A. Nicol с.А., F.c.C.s., Chairman of the 
Midlands Association, and administrative director of 
Guest, Keen & Nettlefolds Ltd, who suggested the 
formation of the Association, was presiding at the 
dinner on the fifth occasion. 

He said that the Association hoped to make some 
contribution to the financial, industrial and commercial 
life of the country. The Midlands Association was a 
small but happy one, and he was sure .that it would 
continue to make a contribution to the ideals and 
achievements of the Scottish Institute. 

Expressing the wish that haggis might become an 
established delicacy in England, he gave the invitation 
*Haste ye beck' to the many guests from Scotland and 
- elsewhere. | 

Mr Arthur Dickson Wright, M.S., M.B., F.R.C.S., the 
eminent surgeon, was on top of his form, in a witty, 
humorous response. 

The vote of thanks to the Chairman was proposed 
by Mr Р. F. Carpenter, F.c.a., Vice-President of The 
oe of Chartered Accountants in England and 

ales. 
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АССООМТАМТ 


March 10th, 1962 


Notes and Notices 


THE INSTITUTE'S SUMMER COURSES 
Closing Date for Applications 


Members of 'T'he Institute of Chartered Accountants 
in England and Wales are reminded that the closing 
date for applications to attend the summer courses 
to be held next July and September, details of which 
oo on page 304 of this issue, is Friday, March 
roth. 


PROFESSIONAL NOTICES 


Mr PAUL BADDELEY, Е.С.А., the sole principal of 
PauL BappELey & Co, Chartered Accountants, since 
the firm's commencement in 1931, announces that as 
from March ist, 1962, Mr ROGER Jackson CLARK, 
M.A., A.C.A., has joined him as a partner. The style of the 
new partnership will be PauL BappELEy & Co, and 
the practice will be conducted primarily from 9 & 10 
Fenchurch Street, London EC3, as at present. Mr 
CLARK is now, and will continue to be, a partner in 
Brown, Peet’ & Titty, Chartered Accountants, of 
62 London Wall, EC2. It is intended that the new 
partnership, PAUL BappELEy & Co, will establish a 
professional association with Brown, PEET & TILLY, 
although the two firms will remain separate. 


Messrs Јонм С. Dawson & Co, Chartered Account- 
ants, of The Red House, Duncombe Place, York, an- 
nounce that as from March rst, 1962, they have taken 
into partnership Mr Brian Waddington, A.C.A., who has 
been a member of the staff since March 1960. The name 
of the firm is unchanged. 


Messrs Јонмзом, Мовкетт & Horst, Chartered 
Accountants, of Rawdon House, Rawdon Terrace, 
Ashby de la Zouch, announce that they are taking into 
partnership with effect from April 1st, 1962, Mr {Ам 
WILLIAM GOODRUM, A.C.A., who has been a member of 
their staff for the last eight years. The name of the firm 
will remain unchanged. 


Messrs TuRQUAND, YouNGs & Co announce that 
their North Borneo firm opened an office at P.O. Box 
648, Jalan Tiga, Sandakan on March ist, 1962. The 
office will be under the management of Mr D. G. W. 
HABEN, A.C.A., and under the general supervision of 
their Jesselton office. 


Appointments 
Mr А. С. B. Burney, O.B.E., B.A., F.C.A., has been 
appointed to the board of Stone-Platt Industries Ltd. 


Mr James Т. Dowling, c.a., has been elected chair- 
man of the Great Northern Investment Trust Ltd. 


Mr F. W. Harper, F.C.A., has been appointed chair- 
man of Golden Hope Rubber Estate Ltd and Straits 
Plantations Ltd. 


Mr John Sands, C.A., has been appointed chairman 
of London Asiatic Rubber & Produce Co Ltd. 


Mr E. W. Тауепег, Е.С.А., secretary of Millars’ 
Timber and Trading Co Ltd, has been appointed to 
the board of Millars' Machinery Co Ltd. 


Mr Eric Turner, Е.С.А., has been appointed to the 
board of the Iron Trades Insurance Companies. 


OBITUARY 
William Morrison May, P.C., F.C.A. 


We have learned with regret of the death on March 
2nd at the age of 52 of the Rt Hon. William Morrison 
May, r.c. (Northern Ireland), r.c.4., Minister of 
Education, Northern Ireland. 

Educated at Methodist College, Belfast, Mr May 
was admitted to membership of The Institute of 
Chartered Accountants in lreland in 1931 and four 
years later became a partner in the firm of Quin, 
Knox & Co, Chartered Accountants (now Stewart 
Blacker Quin, Knox & Co), of Belfast and Dublin. ; 

Mr May was elected Unionist M.P. for Ards in 1949 
and was re-elected in 1953. He was appointed Minister 
of Education in 1957 and under his guidance a number 
of changes were introduced, notably new regulations 
on eligibility for university scholarships which pro- , 
duced a large increase in the number of students. He 
was also responsible for the Youth Welfare Act which 
became law in the past year and provides principally 
for an increase in grants for youth club leaders serving 
on a full-time basis. He was always an advocate of the 
need for increasing the skill of the rising generation.- 

During the Second World War he served with the 
Royal Air Force, attaining the rank of Wing-Com- 
mander. 


IN PARLIAMENT 
P.A.Y.E. Tables: Travel Allowances 


Mr A. Lewis asked the Chancellor of the Exchequer 
what estimate he has made of the cost to the Treasury 
of adjusting the Pay As You Earn tax tables to include 
an automatic 105 per week allowance for travelling to 
and from work to all workers in the wage and salary 
range up to £1,500 per annum. x 
Mr Barser: About £125 million in a full year. | 
Hansard, Mar. 1st, 1962. Written Answers. Col. 168. 


Take-over Bids: Jenkins Committee 


Mr STRATTON MiILLs asked the President of the Board 
of Trade if he will make a statement on those aspects 
of take-over bids which the Jenkins Committee has 
been asked to consider. à 
Mr ErroLL: The Committee has been asked to con- 
sider, in relation to take-over bids, the duties of 
directors and the rights of shareholders. Thus it is 
concerned to see whether existing legislation ensures 
fair dealing between the parties to such transactions. 
The broader economic and social questions which 
have been raised in relation to some recent bids are 
not within the Committee's terms of reference. 
Hansard, March sth, 1962. Written Answers. Col. 16. 


» 
CENSUS OF DISTRIBUTION FOR 196Х 
Returns due by March 31st 

Retailers who have not yet completed Census of 
Distribution forms are reminded that these forms 
should be completed in full and returned by March 
31st, unless the return relates to a business year ending 
later than December 31st, 1961; in that case, the form 


"Ud 


X» 


March 10th, 1962 


should be completed and returned as soon as possible 
after the end of the business year. 

Further copies of the census forms, or other infor- 
„mation relating to the census, may be obtained from 
‘the Board of Trade, Census Office, Eastcote, Ruislip, 

Middlesex. (T'elephone: Pinner 8771, Ext. 227.) 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


Spring Residential Course 


A week-end course for articled clerks who have not 
yet sat for the Intermediate examiration is to be held 
by The Chartered Accountant Students! Society of 
London at Corpus Christi and Pembroke Colleges, 
Cambridge, from April 12th to r5th. 

Five lectures are to be given and each will be 
followed by group discussion and by a final meeting 
with the lecturer at the end of the day. Subjects and 
speakers will be: 


> ‘Every day justice’, by Mr Harold F. R. Sturge (Metro- 
politan Magistrate). 

‘What it is like to be a principal’, by Mr 5. J. D. Corsan, 
F.C.A. 

‘Professional ethics and all that’, by Mr Donald V. 
House, F.c.a. (a Past President and a member of the 
Council of the Institute). 

"Shapes . . . and sizes (the world' of the architect in 
creating shapes and sizes out of facts and figures)', by 
Mr Peter Darvall, B.A., A.R.L.B.A. ` 

“Britain and the European trade', by Mr A. R. Ilersic, 
M.SC.(ECON.), B.COM. i 


CITY DISCUSSION GROUP 


The next meeting of the City Discussion Group of the 
London and District Society of Chartered Accountants 
will take place on March 14th, at the Tiger Tavern, 
< ‘Tower Hill, London EC3, at 6 for 5.30 p.m. The topic 
X for discussion will be: 'How misleading can your 
accounts be?’, introduced by Mr D. Napper, F.c.a. 
The hon. secretary of the group is Mr D. S. Lewis, 
F.C.A., А.А.С.С.А., c/o Alex. Parkes, Westmacott & Co, 
3 Copthall Buildings, Copthall Avenue, London ЕС2. 


CAMBRIDGE COURSE FOR MANAGERS 


The tenth residential course for managers in industry 
organized by the Cambridge Board of Extra-Mural 
MEM is to be held at Madingley Hall, from July 2nd 
to 26th. 

The course is intended for managers under 40 
years of age who have had some years of industrial 
experience. Preference will be given to applicants 
whose ability and promise make them likely candidates 
for promotion. Candidates must be nominated by their 
employers who are required to report fully on the 
applicants’ suitability for the course. The course will 
be concerned primarily with the role of the manager 
and his responsibilities in modern society. It will deal, 
not with management techniques, but with the political, 
economic, social and human background against which 
specific problems should be seen. 

Copies of the prospectus and application forms are 
available from the secretary of the Board, Stuart 
House, Cambridge. 
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DOUBLE TAXATION: ISRAEL 


Discussions were held from February roth to 27th 
between representatives of the Board of Inland Revenue 
and representatives of the Government of Israel to 
negotiate a new agreement for the avoidance of 
double taxation between the two countries. Agreement 
was reached at the official level, and a draft embodying 
the terms of the new arrangements was initialed on 
February 27th. The draft Agreement will now be 
submitted to the two Governments for approval. 


INSTITUTE OF INTERNAL AUDITORS 
Manchester Chapter 

'The Manchester Chapter of The Institute of Internal 
Auditors is holding its next meeting 'on Tuesday, 
March 20th, in The Chartered Accountants’ Hall, 
46 Fountain Street, Manchester 2, when Mr A. 
Stevens, internal auditor, Associated Electrical In- 
dustries (Manchester) Ltd, will speak on 'Internal 
auditing in practice — the scope of my job'. 

A cordial invitation is extended to all interested, and 
further information regarding the activities of the 
Chapter may be obtained from the secretary, Mr K. 
Bradley, assistant internal auditor, The Associated 
Octel Co Ltd, Northwich, Cheshire. 


LOCAL GOVERNMENT SERVICES 
Rising costs are shown in two statistical returns giving 
details of local government services in respect of 
children and local health services for 1960-61 issued 


. jointly by The Institute of Municipal Treasurers and 


Accountants and The Society of County Treasurers?. 

'The twelfth annual return on children services con- 
tains information about expenditure and costs in 
residential homes and nurseries provided by local 
authorities in England and Wales and shows for each 
county borough and county the net expenditure and 
grants per r,ooo population. Тће number of children 
in care at March 31st, 1961, was 61,033 an increase of 
638 on the preceding year, and the average cost for 


-caring for each child amounted to £5 11s 8d a week as 


against £5 7s the year previously. Net expenditure 
totalled £22,615,824 compared with {21,156,675 in 
1959-60. 

The return dealing with health services shows 
expenditure per 1,000 population for each part of the 
service, i.e. day nurseries, ambulance services, etc., and 
unit costs are given in some of the more important 
sections of the service. Total net expenditure met from 
rates and grants rose from £62,165,943 in 1959-60 to 
£66,220,894 in 1960-61. Expressed as a rate in the £ 
this represented 22:15d and 22:9od respectively. 
Expansion in mental health services following the 
1959 Act, increased the cost per thousand from £77°13 
to £95:2. 


NEW BUSINESS NAMES REGISTERED 
IN 1961 
During the year ended December 31st, 1961, there 
were 39,007 new registrations under the Registration 


1 Children Services Statistics z960—6r, Local Health 
Services Statistics, 1960-61. Price ss each post free. The 
Institute of Municipal T'reasurers and Accountants, 1 Buck- 
ingham Place, London SW1. 
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of Business Names Act, 1916 (as amended by the | ECONOMIC CONDITIONS IN DENMARK 


Companies Act, 1947), and 11,026 names wereremoved A further booklet in the 1962 series dealing with 
from the registers. The total remaining on the economic conditions in member and associated coun- 
registers at December 31st, 1961, was 851,325. tries of the Organization for Economic Co-operation’ 

Three prosecutions were instituted during the year and Development has recently been issued covering’ 
for non-compliance with -the Act. A conviction was Denmark. Copies of the booklet are obtainable from 
obtained in each case. - H.M. Stationery Office, price 3s. 


THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


‘Results of Examinations held in December 1961 
FINAL EXAMINATION 


SECTION I 


First Place and Prize: Pinchen, J. E., Long Ditton 
Second Place: Kenyon, J. J., London Third Place: Clough, B., Oldham; Monckton, A. N., Pembury 


(in alpbabetical order) 


Adewuyi, J. O., London Fleming, J. B., Bangor 
Akhimieho, E., London Foley, J. D., Bristol 
Akong, А. K., London Francis, D. P., Rhondda 


Nanton, G. S., London 
Newton, E. Т. A., London 
Norris, A. Т., Girton 


Alete, S. I., Worthing 
Amos, K. J., Redhill 
Athey, А. W., Dublin 


Badger, W. J., Hove 

Baladi, J. А., Khartoum 
Barrow, W. R., Kendal 
Beckett, E. F., New Malden 
Benwell, D. T., Birmingham 
Birchall, P., Rochdale 

Bird, W. A., Nottingham 


Blunden, L. D., Bromley - ` 


Bowbrick, L. J., Woking 
Bowden, 7. I., Leigh-o n-Sea 
Brown, А., Bromley 
Brown, D. A. G., London 
Buckland, R. T., Brighton 
Ви, R. J: Barking 
Bushnell, F. P., London 


Clark, A. F. F., Wembley 
Clarke, R. A., London 
Clinton, F. C. B., London 
Conlon, M. G., St Albans 
Cooper, А., Banbury 
Cooper, P. F., London 
Cosgrove, M., London 
Cross, J., Flackwell Heath 


Davies, J., Harrow 

Davis, A. P. M., Teddington 
Deegan, J с. бош 

De Vear, Н. W., London 
Devlin, B. J., ега 
Donworth, J., London 
Dunn, A. J., Birmingham 
Dyal, J. I., London 


Elbourne, G. M. T., London 
Embury, C. S., Buxton 
Evans, P., Wallasey 


Fullerton, H. A., London 


Gabanyi, J., London 


‘Gall, А. R., Paisley 


Garner, G. G., Bedford 
Garner, J. H., Liverpool 
Giles, М. P., Lancing 

Gill, R., Mansfield 

Godfrey, C. M., Horsham 
Graham, J. C., Caterham 
Gray, W. H., Edinburgh 
Greenwood, D. A., Bradford 


Hankinson, I. W., Manchester 
Harris, G. C., London 
Hitchens, R. A. S., Whyteleafe 
Hoyland, M. D., Liverpool 


James, K. T., Swanley 


Jones, J. R. J., Wolverhampton 


Kauders, E., Harrow 


Lawrie, J. T., Aberdeen 
Ledsham, T. H., Wrexham 
Leeming, R., Doncaster 


Lewin, J., Newcastle upon Tyne 


Litton, C, E., Exmouth 
Lockwood, P, M., Doncaster 
Looseley, B. D., Brighton 


Mackay, M. S., Broxbourne 
Manning, W. Е. G., Saltdean 
Manzi, M. B., London 
Marston- Weston, D., 'Taunton 
Mascarenhas, V. S. G., Ilford 
Moon, P. J., London 

Moore, Js Keighley 
Mulla, M. E., London 


Obey, A. W., London 
O'Connor, M. J., Worthing 
Odling, J. E., Boston 
Ogwang, А. P., Leeds 


Parker, S. W., Morden 
Parkinson, H. J., Loughrea 
Pascoe, W. R., Bridgend 
Paxton, P. J., Cambridge 
Penfold, B. T., Croydon 
Peters, J. A., Brighton 
Pidgeon, J. F. L., Wembley 
Pilkington, A. G., St Helens 
Place, M. J., Thetford 

Pole, A. G., London 
Probert, P. E., Wirral 


Ritchie, W. H., London 


Robson, B. A., Newcastle upon Tyne 


Rupani, B. H., London 


Sear, F. W., Cardiff 
Sherlock, P. F., Stockport 
Smith, K., Mansfield 
Spong, J. F., Aylesford 
Squires, J., Whitley Bay 


Stichbury, W. J., Clacton-on-Sea 


Stratton, L. A., Wickford 
Sutcliffe, R. A., York 
Sweeney, P. L., Waterford 


Tooth, G. P., London 
Tsomene, M. E. M., London 


Wakefield, D. C., London ` 
Walsh, B. '0. S., Coulsdon 
Warren, W. F., Purley 
Woodburn, J. А., Clifton 


348 Candidates failed 
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Second Place: Pearce, Major 'T. H., B.F.P.O. 4o 


Adegbulugbe, F. A., London 
Adesanmi, W. A., Leeds 
Anderson, W. F. Aberdeen 
Auger, G. А., Barnet 
Austen, J. A., Leicester 


Badnell, W. G., Maidenhead 
Beadle, W. E., Halstead 
Beech, C. H., Birmingham 
Brace, F. С.” Holmes Chapel 
Braham, G., London 
Bridger, J. H., London 
Brown, R. D., Southampton 
Bundey, I. O., Helsby 
Burkhill, A., Sheffield 
Burton, p. G., Ситеу 


Carver, А. C., Northwood 
Clemons, (Mrs), H. I., London 
asgow 

Colvin, W. M., Lossiemouth 
ooper J. Barnsley 

Craig, D ; Glasgow 

Curtis, B. №! . W., Gosport 


Davies, T. B., Rochester 

Davis, W., Hanworth 

Doherty, J. G. M., Helen's Bay 
Dunks, D. H. A., Rickmansworth 
Dyer, L. M., Bristol 


Eve, R. W., Rayleigh 


Ferguson, J., Glasgow 

Ferguson, J. P., Preston 
Fowowe, À. B., London 
Friend, H. P., Rochdale 


Gibbs, A. M., (Miis), dese 
Green, M. W., Old H 


First Place: Brooks, W. С. F., South Ockendon 


Adigun, J. O., Stoke-on-Trent 
Ahiabor, C. B. Y., London 
Akindolire, C. O., Leeds 
Akinmboni, Y. D., London 
Akinwumiju, O., London 
Akpan, E. U., London 
Allison, R. J., Hoddesdon 
Alton, M. B., Enfield 
Anderson, K. W., Marfleet 
Ashitey, J. A., London 
Askew, T. B., Manchester 
Azan, V. M., London, 


Baker, P., dd 
Ballantyne, R . R., Thundersley 
Cheshunt 
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FINAL EXAMINATION 
SECTION II 
First Place: Reynard, D., Leeds 


(in alphabetical order) 
Grew, C. M., Wednesbury 
срыве, D. J., Chichester 
Griffin, S. A., Wirral 
Griffiths, G., "Halesowen 


Hancock, D. M, penton 
Hare, M. Ba 5 

Harris, P. W., M e 
Hart, E. F., Shoreham 


Heshon, B. Be St Saviours, Guernsey, C.I. 


Hipper, C. R., Norwich 
Hoggard, K., "Whitley Bay 
Holmes, A., Leeds 
Howell, K. 'B., Totnes 
Hunt, R., Bath 


Isaacs, J., Chester 


Johnson, L. А., West Bromwich 
Johnston, D. S., Mitcham 
Johnston, H. J., Newtown Abbey 
Jones, D. E., Billericay 


Kelly, R. P., Alton 
Kettle, J. R., Hayes 


Lambert, D. e Coventry 
Leese, F. ~ Je Chesham 
Lowe, C., London 


McEvoy, M., Whiston 
McGarry, J., ” Glenrothes 
McLauchlan, W., Girvan 
Mackenzie, R. L., Petts Wood 
Mallett, A. J., Tonbridge 
Mateega, E. L, K., Leeds 
Mercy, R. C., Braunstone 
Mobley, S., Cheltenham 


Nussbaum, M., London 
294 Candidates failed 


SECTION II 


(in alphabetical order) 
Baxter, J. W., London 
Bell, C. J., Liverpool 
Bellamy, J. J., Chelmsford 
Belo, M. A., London 
Boachie, J. K., London 
Bradbery, I. R., Fleet . 
Braicks, F. A., Nijmegen, Holland 
Bridges, M. J., London 
Brough, R., Oxford 
Brown, W. 'P., Paisley 
Busby, T. as Enfield 
Bushell, J. E., London 


Captain, S. F., London 
Carpenter, ]. G., Crawley 
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Third Place; Gregory, А. J., London 


O’Flynn, F. L., London 

Okafor, B. O., Oxford 
Omo-Ikerodah, А. А., Leeds 
O'Sullivan, C. re, Merthyr Tydfil 


Owen, D. H., Cardi 


Page, M. L., Maidenhead 
Palmer, A. F., Newmarket 
Peacock, P. E., Crawley 
Polston, K. A., London 


Reaston, D. R., York 
Ridgway, С. 1. D., Alvechurch 
Robinson, E. E., Rotherham 
Robinson, 6. E., Birmingham 
Ryland, D. J., London 


Scott, J. R., Glasgow 

Sharman, M. J., S. Croydon 
Shaw, R. A., Blackpool 

Sheeran, N. A., Dublin 
Stimpson, J. M., Great Bookham 


Taylor, G. A., Hornchurch 
Thomson, S., Hamilton 


Ubom, A. O., Leeds 
Vyas, G. M., London 


Walker, P. H., Walsall 
Walker, W. T. J., Nuneaton 
Ward, B. D., London 

Ward, D., Castlebar 
Whitman, G. E., London 
Wilkinson, А., Northwich 
Wilks, E., Taunton 

Williams, L. H., Chester 
Williams, M. D., Birmingham 
Windsor, N. R., London 


INTERMEDIATE EXAMINATION 


Second Place: Turner, R. F., Hornchurch 


Chanda, A. K., London 
Charlesworth, D., Anglesey 
Chenery, J. D., Bromley 
Clifford, R. M., London 
Collins, G. G., Sutton Coldfield 
Craske, E., Norwich 

Crossley, C., Rochdale 


Dainty, J. 5., Wolverhampton 

David, G. K. G., Bath 

Dawood Abdul Rahman, A. K., London 
Delany, P. J., London 


Dicks, S., L London 
Dight, G. T ., Sidcup 
Doshi, V. H., London 


MOTOR——FIRE-—— CONSEQUENTIAL LOSS 


INSURANCE 
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Duncan, А. J., Sheffield 
Dyas, A. R. J., Greenford 


Ehibor, I., Southsea 
Ekuban, G. E., Brighton 
England, E., Barnsley 
Essex, P., Coventry 


Famusudo, G. E. A., London 
Farrugia, H. J. C., London 
Fitzhugh, J. C., Liverpool 
Fletcher, D. R., Colchester 
Forster, А. W., Broxbourne 
Fox, A. F., Rochester 
Freeman, E. R., Egham 
Fuchs, (Mrs), C., London 


Gemal, B. A., London 

Gilks, V. F., Bexleyheath 
Gill, D. W., West Kirby 
Glenn, R. M., Nottingham 
Gompertz, H. I. P., Windsor 
Goodall, B. W., London 
Goodwin, B. W. T., Hornchurch 
Grant, B. D., London 
Grant, R. J., Portsmouth 
Green, E. F., Erith 

Groome, F. E., Watford 


Haines, V. G., Hereford 
Harpham, K. F., Scunthorpe 
Hart, L. K., Romford 
Haslam, К. А., Maidstone 
Hasnudeen, E. B., London 
Hawes, J. R. G., Rickmansworth 
Henshaw, 5. I., Leeds 

Hern, R. J., Newbury 

Hesse, F. E., Edinburgh 
Hibberd, C. E., Southampton 
Hill, J. А., London 

Hope, C., Gt Shelford 
Horsley, B. A., Coventry 
Hughes, F. A., Birmingham 


Ibrahim, M. A., Glasgow 
Iloenyosi, J. N., London 


Jameson, B., Gateshead 
Jefferson, K. H., Warwick 
Jobson, K. L., Maidenhead 
Johnston, W. J., Newtown Abbey 
Jones, T. H., Leamington Spa 


Keith, В. I., Northallerton 
Kenneally, J. P., Windsor 
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Kenyon, H., Southport 
Knowles, J., Hyde 


Langwith, R. C., London 
Lau, R. K. H., Teddington 
Laughlin, T. D., Edinburgh . 
Lawrence, B., Dover 
Legrand, E. L., London 
Lehane, J. C., Farnborough 
Lux, D. L., London 


McCabe, J. E., Knaresborough 
McCarthy, T. R., London 
McDonough, L., Dagenham - 
McKay, J. B., Edinburgh 
McLaughlin, J. A., London 
McRorie, W., Glasgow 
MacGoey, P. J., London 

Madu, A. U., London 

Mallinson, P., Lancaster 

Marsh, D. R., Rochdale ` 
Martey, E. M., London 

Martin, D. N. А., London 
Martin, G. D., Newcastle upon Tyne 
Maton, А. R., Norwich 
Merriman, C. P., Cheltenham 
Metcalf, K. J., Walsall 

Milton, D. J., Hounslow 

Minett, R., Mansfield Woodhouse 
Minnock, D. ]., ТиНатоге 
Mohammed, А. M., London 
Moore, B., Dunstable 

Моогеу, T. J., Rochester 
Morakinyo, I., London 

Morgan, R. L., Leicester 
Mulligan, P. O., Castleblayney 
Murphy, J. G., Dundalk 
Mutimer, N. B., Burton-on-Trent 


Naraine, H., London 
Nazarali, L. H., London 
Neaves, M. J., Solihull 
Newbury, R. B., Feltham 
Newell, M. J., Cirencester 
Ме, J. С. J., London 
Norburn, W. ]., Sevenoaks 
Norris, J. L., London 
Nzomiwu, R. E., London 


O'Flynn, J. E., London 
Oji, C. A., Leeds 

Okoye, F. N., London 
Okusolubo, G. O., London 
Olukanmi, O. O., Reading 
Osekre, E. A., London 
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Owusu-Brown, E. O., Welling 
Oyenuga, O., Portsmouth 


Page, H. G. J., Tewkesbury 
Palmer, J. K., Northampton 
Payne, J. E., Leicester 
Paxton, D. А., Coventry 
Phillips, O. O., London 
Plumb, R. L., London р 
Роррје, W., Beverley 

Puckett, T. C., London 


Qadeer, A., London 


Rahaman, K. K., London 
Rash, R. S., Colchester 
Rigby, K. B., Manchester 
Room, J. R., Ruislip 
Ruddick, M. G., Frome 


Sarcobaki, R. G. A. M., London 
Sheikh, K. M., Newbury 
Sherriff, D. B., Oldham 

Smith, B. E., Newcastle upon Tyne 
Smith, D. C., Birmingham 
Smith, W. P., Warrington 
Somerville, J. H., Bath 

Somji, A. I. J., London 
Sowerby, Т. R., Sedbergh 
Springett, M. E., Wickford 
Staines, 5. M., Crawley Down 
Sullivan, J. E., London 
Sweeney, C. R., London 


Talbot, P. J., Dublin 
Tanner, M. C. S., Llanelly 
Taylor, D. R., Dover 
Teuma, A., London 
Thompson, I. D., Norwich 
Twum, S., Manchester 


Ukah, D. С., Leeds 
Urquhart, J. К. C., Glasgow 


Wales, F. E., Cheam 
Walker, D. P., Hamilton 
` Walker, W. A., Windermere 
Wall, S. G. Rayleigh 
Webber, P. N., Bishop’s Stortford 


Wetere-Dhaala, S. F. M., Newcastle upon 


Tyne 
White, Р. J., Aylesbury 
Williams, B., Bristol 
Williams, E. J., Southampton 
Woodhouse, J. L., Hillingdon 


Summary of Results 


= Intermediate — г Final — 





Pre- Section Section Section Section 
Candidates liminary 1 П І П Тога! 
Passed with Honours — 2 2 4 3 II 
Passed Я 29 340 188 112 100 769 
Failed 68 573 297 348 294 1,580 
Total sat as he 97 915 487 464. 397 2,360 
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Riddle of the Rates 


HE recent flurry of public interest in the local rate arises 

from a combination of two developments. The first is the 
succession of increases in rate poundages proposed by local 
authorities throughout the country. The effect of such increases 
will be to raise the average rate charge borne by householders, 
commercial and industrial ratepayers by nearly 10 per cent; in a 
few cases the prospective increase is nearly double that figure. 
Superimposed upon these widely publicized additional charges is 
the speculation over the consequences for the domestic, house- 
holder of the revaluation which will take effect from April 1st, 1963. 
Last week’s statement in the House of Commons by THE 
MINISTER OF HOUSING AND LOCAL GOVERNMENT seems to have 


· allayed, temporarily at least, the householder’s concern about the 
_ revaluation. Optimism as to the future rate burden, however, 


may in our view prove to be premature. Meanwhile, the nature of 


- the problem should be clearly understood. 


Rateable value in England and Wales on April ist, 1961, 
totalled £720 million, so that with an average rate poundage for thé 
country as a whole of 205 да, the total revenue raised from rates in 
1961-62 is estimated at about £730 million. Table I on the next. 
page shows the distribution of rateable value for a number of years, 
the first column showing the distribution before the last revalua- 
tion in 1956 and the other columns for a number of years since. . 
The effect of the 1956 valuation is immediately apparent. While 
the aggregate rateable values for each class of hereditament 
increased, e.g. domestic property from {219 million to £308 
million, the relative share of that particular class in the total rate- 
able value declined from 59:8 to under 50 per cent. At the same 
time, owing to the larger rate poundage available to local authori- 
ties, their needs could be met by a rate poundage in the first year 
of the revaluation (1956-57) of only 15s 8d compared with the 
previous year’s figure of 225 10d. The effect of these changes was 
to leave the domestic ratepayers, as a class, contributing almost no 
more in actual rates paid than before the 1956 revaluation. The 
increases were felt in the main by shops and commercial properties, 
and to a lesser extent by industry. 

The reason for this happy outcome of the 1956 revaluation, 
for the domestic ratepayer, was the basis adopted for valuing 
domestic property as opposed to commercial and industrial here- 
ditaments. Whereas the latter were valued on the basis of their 
current 1956 rentals, domestic property was valued on the 
basis of the 1939 rentals. The reasons for this discrimination 
were, of course, political; just as was the reason for the 
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delay in making the first post-war revaluation. 
When at the end of 1960 the then Minister of 
Housing and Local Government, MR HENRY 
Brooke, decided to legislate for the next revalua- 
tion in April 1963, he announced that all rate- 
able values would then be based upon 1963 
rentals. In the case of houses which were 
still rent-controlled, the market rental would be 
assumed by reference to comparable non-con- 
trolled properties. Clearly, since by 1963 domestic 
rentals would be twenty-four years out of date, 
quite apart from the depreciation of the currency 
that had taken place in the intervening period, 
and since commercial and industrial heredita- 
ments would be valued on rentals only seven years 
. out of date, it was a reasonable assumption that 
some redistribution of rateable value between the 
main classes of hereditament as set out in Table 
I would take place. 

There can be no doubt hat this was the 
expectation of Mr HENRY BROOKE when he was 
piloting the Rating and Valuation Bill through 
Parliament. He referred to the fact that domestic 
ratepayers could least stand a “severe upward jolt? 
in their rates and for that reason section 2 of the 
Act endowed him with powers to vary, at his 
discretion, the increased valuation for house- 
holders in any area where he considered the 
increase was excessive. This was the background 

. to a variety of estimates made by people inside 
and outside local government circles which, like 
the recent much publicized estimates prepared by 
MR A. В. ILERsIC, B.COM., M.SC.(ECON.), all came 
to much the same conclusion: i.e. domestic rate- 
payers as a class would pay substantially more 
rates than in recent years. 

When, therefore, DR CHARLES HILL announced 
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in the House on March 6th that the share of the 
domestic ratepayer in the total rate burden would 
not rise in consequence of the revaluation, there 
was considerable surprise. The Times in a leading У 
article suggested that ‘presumably no one is more 
surprised . . . than his predecessor in that depart- 
ment, Mr Brooker’. The MINISTER admitted that 
there would be considerable variation in the 
charges in different parts of the country, to meet 
which situation his discretionary powers of 
abatement had been provided. 

Ап important factor in mitigating the prospec- 
tive burden for the domestic ratepayer is the new 


-and increased statutory repairs allowance, which 


presumably will lower the gross values to the net 
figure proportionately more than at present. 
Furthermore, there could be substantial changes. 
in the distribution of central aid through the rate 
deficiency grants. Тће latter is a form of general 
grant paid to those authorities whose rateable 


. value per head of the resident population falls 


below the national average; the latter figure being · 
taken as a measure of the financial resources of the 
local authority. In a paper read to the annual 
conference of the Rating and Valuation Associa- 
tion last September, Mr IrznsiC drew attention 
to both these possibilities, arguing, as MR BROOKE 
had implied earlier, that increased statutory 


allowances could not prevent the neéd-for.a __ 


measure of abatement. | 
Changes in the rate deficiency grants will, 
however, produce repercussions among the 
affected local authorities. Since there seems little 
prospect that the total of such grant aid will be . 
increased, this means that there will probably be. 
some redistribution between local authorities of 
the total amount of central grants. The use of the 


TABLE I 


А 1956-72 |. 1957-8 1959-60 
Class of hereditament — 

£m.  %| fm Alem % 

Domestic у 308 494 || 315 48:4 | 327 476 
Industrial and freight transport. . 41 6-5 | 4r 6:3 | 8о 11:6 
Shops T 89 143 | 89 136| 75 107 
Commercial 9. n 87 1331 73 106 
Miscellaneous 7 73 | 86 13.2 | 103 15е 
Crown 15° 25' 34 52| 30 4-4. 
'Totalsš 623 Ioo:o | 652 тоо-о | 688 1000 





: 1 Cmd. 9718. ? This and later years from Cmnd. 1258. ° Totals may not agree exactly due to rounding. 
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discretionary powers of abatement will be re- 
stricted to particular areas where domestic valua- 

. tions have risen more than elsewhere. The 
' implications of these powers are more serious. 
Where the Minister abates the domestic rate- 
payers’ share, this must entail shifting the charge 
on to the commercial and industrial ratepayers in 
that area. Such discrimination could cause con- 
siderable concern among the affected groups, 
although the extent to which the MINISTER will 
have to exercise his powers of abatement will not 
be known until publication of the White Paper 
he has promised. His carefully phrased statement 
to the House has left some members unconvinced. 
However welcome the MINISTER’s reassurance 

to householders may be, it would be unwise to 


y-assume that substantial rate increases will be 


A 


avoided. The basic problem of local authority , 


finance is the ever-increasing cost of the quasi- 
national services which are administered by local 
authorities on behalf of the central government. 
Over the past five years, rate financed expenditure 
has been rising at about д per cent per annum. 
If we take 1960-61 as the base, when rate income 
for England and Wales was £675 million, an 
annual growth of only 5 per cent would by ће епа 
of the quinquennium have increased the rate 
charge to £858 million. If the annual increment 
remains at 9 per cent over the same period the 
total expenditure to be met from rates in 1965-66 
z will be £1,050 million. То the extent that new 
building of offices, factories and houses, increases 
the total of rateable value from which this rate 
revenue can be raised, the increase in rate pound- 
ages will be less than proportionate. Тоо much 
hope should not be attached to this aspect, how- 
ever. Even with substantial building, in 1956-57 
the average rate in the £ levied was rss 8d, only 
five years later in 1961—62 the comparable figure is 
205 gd. Table II below indicates the recent trend. 
As a result of the greater total rateable value 
after April 1963, local authorities will be able to 
reduce substantially the rate poundages. It would 
be the height of optimism, however, to believe 
-fthat a trebling of existing rateable value would be 
matched by a reduction in rate poundages to one- 
third of the current figure. Furthermore, the 
public will tend to overlook the fact that when 
such reduction in poundages has been made, an 
increase of 4d in any year is equivalent to rs at the 
present time on the basis of the current rateable 
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'ГавгЕ II 
Govern- 
Rateable Rate Rate ment 
Year Value . | Poundage |Revenues| Grants 
illi £ million|Z million 
1943-44 204 | 233 
1953-54 377 434 
1956-57 495 578 
1959-60 650 723 
1961-62 728 i 





* Not available. 


values. Nevertheless, it will come as a shock to 
most domestic ratepayers to be told that they are 
paying a smaller proportion of their personal 
incomes in rates today than they did in 1938. In 
fact, to bring the proportion up to its pre-war 
level would require a 50 per cent increase. 

One of the troubles of the present system is that 
the impact upon the householder of the annual 
rate demand is exacerbated by the widely adopted 
half-yearly system of payment. For many house- 
holders who pay the demand half-yearly, this 
must represent the largest single tax payment 
made, and some system of P.A.Y.E. collection 
would be helpful. 

То the extent that earlier expectations regard- 
ing the re-distribution of rateable value conse- 
quent upon the 1963 revaluation will not be 
fulfilled, industry — not least because it loses its 
50 per cent de-rating, while commercial properties 
generally lose the 20 per cent relief granted in 
1957 — will find the rate burden larger than 
expected. Furthermore, to the extent that the 
MINISTER uses his powers of abatement in parti- 
cular rating areas, the burden on industry will be 
increased still more. 

The key to the pace at which rate demands will 
rise in the next quinquennium is to be found in 
the willingness of the central government to 
continue increasing its grants in aid to local 
authorities. In the past decade such grants have 
risen from nearly 8 to 11 per cent of the growing 


: Budget revenues and it is common knowledge 


that the CHANCELLOR would like to see the local 
authorities meet a larger part of their outlays 
from their own resources. At present, the 
sum of grants in aid is greater than the total 
rate revenue; if there were to be any revision 
of the grant structure, more especially a reduc- 
tion in the proportion of total cost met by 
Whitehall, the impact upon the local rates could be 
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severe. Following the reduction of the de-rating 
of industry from 75 to 5o per cent, Whitehall 
adjusted the grants so that about two-thirds of 
the potential] increase in rate revenue was 
diverted back to the Treasury. In fact, in the 
present circumstances this is likely to be a very 
gradual and almost imperceptible process. 

As with the mounting expenditure of the 
central government, so the continuous increase in 
rate poundages provokes an intermittent public 
demand for economy. In most local authorities 
no doubt there is scope for economy in admini- 
stration as well as in the standard of the services 
provided. On the first point, however, it can be 
asserted that the same is true of any large-scale 
organization, hence the prospect of savings in this 
respect is not likely to be significant. More sub- 
stantial savings could be achieved by giving local 
authorities a greater degree of freedom in 
determining the minimum standard of service 
they provide in connection with the national 
services, e.g. education, police and fire, but it is 
debatable whether it is in the public interest that 
quasi-national services should be provided on a 
scale determined solely by local councils. 

There is no doubt considerable truth in the 
assertion that the average ratepayer gets good 
value for his money in terms of the vital services 


Price Fixing in Industry 
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the local authority administers. Even if the 
efficiency of the administration is sometimes 
questioned, it is unlikely that the same services 
could be provided by some alternative administ- ’ 
rative body any more cheaply. For example, it- 
has been suggested that education should become 
the full responsibility of the central government 
and removed from local control. Other considera- 
tions apart, the central government would have 


' then to create an administrative body on a regional 


basis and the resultant net saving to the commu- 


nity of taxpayers and ratepayers as a whole would 
‘surely be negligible. 


The rating problem, it should never be for- 
gotten, is not merely a fiscal or economic issue. It 
is a political issue concerning the devolution of 
certain functions of central government among а y 
multitude of lessor authorities. As long as these 
functions are delegated to the existing structure 
of local government and their cost only partially 


met from central funds, the need for a source of 


independent income for local government ге- 
mains. The rate has its defects and weaknesses 
but nobody has yet suggested a better alternative, 
or even а supplementary source worth tapping. In 
short, it is not so much the local rate that needs 
examination, as the.system of local goverment, 
'The one goes with the other. 


CONTRIBUTED 


OST major industries have powerful 

trade associations which have been able 

until recently to control and fix price 
levels for the industry in connection with the 
supply and retailing of its goods and services. 
Quite frequently these prices. were fixed at such 
a level as to enable even the least efficient pro- 
ducer to supply his goods. at a profit, and to 
prevent any excessive price competition. Manu- 
facturers who were members of the association 
and who contravened its policy by price cutting, 
or by breaching the conditions on which all goods 
were to be sold, were liable to be called before a 


private “trade court' and fined, or put on a stop: 


list, when no one would deal with them. The 
depression of the early thirties encouraged these 
trade associations to sponsor restrictive agree- 
ments as a protection against falling prices and 
intensive price-cutting. 


.In 1955, however, in response to a reference 
by the Board of Trade, the Monopolies Com- 
mission produced their report on collective 
discrimination, in which many of the abuses 
of unfair trading practices and stop lists were 
brought to light and criticized. Subsequently 
section 24 of the Restrictive Trade Practices 
Act of 1956 made illegal any agreement between 
manufacturers or suppliers to take collective 
enforcement action against any dealer who re- 
sold goods in breach of any condition as to price. 
In other words, trade boycotts. against dealers. 
who cut prices were prohibited. - 


Has the Act Succeeded? 
The Act also provided for the registration of 
agreements between the manufacturers which 
contained restrictions on the matter of price, 
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conditions of sale, and the quantities of goods 
to be sold. It is this type of.agreement which is 
referred to the Restrictive Practices Court for 


а. x Scrutiny, and of the 2,350 agreements which 


= 


had been placed on the register by June 1967, 
over half of these have been either abandoned 
or varied to the satisfaction of the Registrar. 
The Restrictive Practices Court has been 
functioning for several years now, and the Presi- 
dent of the Board of Trade has recently instituted 
an inquiry into the adequacy of the 1956 Act, 
and the working of the Court. One of the main 
questions which must be asked is whether and 
to what extent the Act has succeeded in its 
object of outlawing price-fixing agreements and 
allowing the economics of free competition to b 
asserted. - 


Keen Price Competition 


Some pointers to the answer are provided in 
the recently published report of the Registrar of 
Restrictive Trade Practices, for the period 
January 1960 to June 1961 (Cmnd. 1603). In 
some industries, says the Registrar, the ending 
of price fixing or other restrictive agreements 
have brought keen competition in price, and 
stimulus has been given to more economic 
production by keener buying of materials’ and 
parts needed by the industry. In the past year 
or two there have been price wars in the cable 
and non-ferrous metal industries, and reductions 
in the price of some refrigerators, motor-cars 
and electrical appliances, but it is not clear to 


C what extent these price changes have been 


brought about by the ending of restrictive agree- 
ments rather than other economic considerations. 

The overall impression has been, however, 
that price levels have failed to respond to the 
abrogation of price-fixing agreements, and one 
is entitled to ask why. There seem to be three 
main reasons for the present situation: (a) inertia 
and the fear of a disastrous price war in an 
industry; (b) price leadership practices; and 
(c) the use of ‘information’ agreements. 

The effect of forces of inertia are particularly 
noticeable in stable or slowly expanding in- 


dustries. Where for many years there may have. 


been uniformity of prices and practice, the 


"sudden ending of a restrictive agreement does 


not necessarily mean that unfettered competition 
will break loose. Old-established firms with long 
connections or a recognized corner in a раг- 
ticular class of goods may be reluctant to disturb 
the equilibrium of the market. Boards of manage- 
ment where, perhaps, the majority of directors 
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are ageing and conservative in outlook, may have 
no desire to plunge into new competitive fields 
which might appear as a challenge to younger 
and more vigorous executives. Any particular 
manufacturer may be afraid to depart from the 
existing price structure for fear that cut- 
throat competition may immediately follow from 
others. 

Even when changes in price become inevitable, 
although the old price agreement may be just a 
memory, it may unconsciously lead the manu- 
facturers to a common approach. The use of 
particular formulae related to material, produc- 
tion or wage costs may result in a new price being 
uniformly reached by all the manufacturers 
through independent decisions. ў 

The inertia of the market may affect distributors 
as well as manufacturers. The distributor is 
probably more concerned with uniformity and 
stability of prices rather than the actual level of 
the prices themselves, and any increase in price 
is simply passed on to the customer. Price fluctua- 
tions merely mean administrative inconvenience 
for the distributor, involving recalculation of 
profit margins and the circulation of the new 
prices to all customers, and possibly loss of 
profit on current stocks purchased at the old 
price. 

The result is that the only real stimulus to a 
revival of price competition comes from the 
buyers themselves, and indeed only from those 
whose share in the market is sufficiently large to 
impress the manufacturers with the importance 


„of keeping their order. Market inertia may again 


play a part here, for price competition infers 
willingness to buy from other manufacturers at 
a lower price, and many retailers have a long- 
standing trading friendship with their suppliers 
which they would be reluctant to disturb for a 
minimal price advantage which might prove to 
be short lived. : 


Subject for Study 


The comparative failure of the abrogation of 
price agreements to overcome market inertia and 
promote price competition between manufac- 
turers seems to be a subject worthy of more pro- 
longed study by economists. 

` Another way in which an industry can nullify 
the effect of the ending of a price-fixing agree- 
ment is by adopting the practice of price leader- 
Ship. In this case, the largest manufacturer in the 
industry sets his own prices, but at a level which 
will allow smaller and less efficient firms also to 
make a profit. 'The smaller firms then set their 
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prices in accordance with his, and this is not 
illegal provided that there is no agreement to do 
so. 'This practice may be adopted with consider- 
able ease in an industry where a price-fixing 
agreement has previously been.operated through 
a trade association dominated by one particularly 
large manufacturer who will obviously and 
readily take over the role of price leader. 


Problem of Information Agreements 


But the biggest problem for the Registrar in 
future is likely to be the growing use of the 
information.agreement. Under this type of agree- 
ment, known in the United States where it 
originated as an ‘open price agreement’, the 
members of a trade association send their price 
lists and other information to a central agency. 
This information is distributed by circular to all 
the members of the association and it may give 
details of the prices at which recent contracts 
have been obtained, the persons or classes of 
purchaser to whom the goods have been sold, 
the discounts that are allowed and the class of 
purchaser entitled to receive them, as well as 
any other important terms or conditions attached 
to the sale of the goods. 

So long as the obligations in the information 
agreement are merely to send information regard- 
ing prices, they do not require to be registered 
with the Registrar under the 1956 Act. But, in 
fact, there are already about thirty such agree- 
ments on the register and the Registrar is officially 
aware of their existence and contents. This has 
come about because a number of agreements 
which contained restrictions which the Registrar 
considered objectionable were subsequently 
amended by deleting those restrictions and sub- 
stituting an information agreement. 

There are probably a good deal more than the 
thirty known information agreements in existence. 
The Registrar may learn informally of others, 
either by second-hand report, by close scrutiny 
of trade journals, or by intelligent guess-work. 


Legality not yet Tested 


It is important to realize that the Restrictive 
Practices Court has not yet been called upon in 
any case to determine the legality of an informa- 
tion agreement. The dividing line between a 
simple exchange of price information, and an 
agreement to follow only the prices quoted in 
the circular, is a very narrow one. 

In the United States, where open-price agree- 
ments have been familiar features for over fifty 
years, the main issue in determining the legality 
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of an agreement under anti-trust law is whether 
it restricts competition or not. In an industry 
where a price agreement has formerly operated 
for a long time, an information agreement might 
well hinder competition, and the operation of an 
information agreement could provide the frame- 
work upon which understandings about prices 
and allocation of contracts could arise. For 
example, members operating an information 
agreement might find it necessary to have fre- 
quent meetings to discuss market conditions and 
these meetings could provide an excellent forum 
for them to come to an 'understanding' about 
making equal tenders for forthcoming contracts. 

Other factors which may determine whether an 
information agreement is bona fide or is merely a 
cloak to conceal a price-fixing arrangement, are 
the frequency with which the information is 
circulated, whether the information circulated 
merely quotes the prices at which business has 
been done or whether the buyers and sellers are 
themselves identified, and whether the informa- 
tion is available to anyone other than the parties 
directly concerned. 


Should the Act be Amended? 


It seems probable that many information agree- 
ments are already operating in the United 
Kingdom and that such agreements are a major 
factor in keeping prices up after the Restrictive 
Practices Court has declared invalid a restrictive 
agreement in the industry concerned. If that is 
so it seems essential that, as a preliminary step, 
all such information agreements should fall to 
be registered under the Act. This is not the case 
at present but could be achieved quite simply by 
amending section 6 of the Act to include informa- 
tion agreements among the agreements which are 
registerable. It would then follow that certain 
criteria would have to be laid down for deter- 
mining whether the agreement was contrary to 
the public interest. Prima facie, an information 
agreement should be deemed contrary to the 
public interest if its operation tended to lead to 
restraint on price competition or tended to 
provide a basis upon which an unwritten under- 
standing about prices could be reached. 

These are matters for reform of the law which 
might perhaps be considered by the President 
of the Board of Trade during the course of his 
inquiry into the working of the 1956 Act. If 
reforms of this type are not carried out, it seems 
clear that decisions of the Restrictive Practices 
Court will continue to have little or no effect on 
price levels. 
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Taxation and the Professional Man – І 


by D. S. MORPETH, B.Com., A.C.A. 


Definition of ‘Profession’ 


HAT is a profession? To find the answer 
to this question, I turned first of all to 
the Oxford Dictionary and found the 
following: 
*(x) The occupation which one professes to be skilled 
in and to follow; or 
(2) Any calling or occupation by which a person 
habitually earns his living’. 


These being rather vague and general, I was 
prompted to look at the definition of ‘trade’ in the 
same dictionary and found this: 


‘The practice of some occupation, business or 
profession habitually carried on especially when 
practised as a means of livelihood.’ 


A comparison of these definitions, as you can 
gather, rather takes us down a peg or two. Some time 
ago, however, I found in an American book a defini- 
tion which I think we can safely adopt and still 
retain some of our professional ego. This is as 
follows: 


‘The occupation hierarchy progresses by slow 
steps from the completely unskilled labourer to the 
specialist who has spent a considerable part of his 
life preparing for his work. Each step merges into 
the next and overlaps it. Somewhere towards the 
upper end of the hierarchy is a group of occupations 
that we designate professional. These require pro- 
longed and specialized training, and involve work 
that has something of an academic and intellectual 
flavour.’ 


It is interesting to see how the Courts from time 
to time have attempted to define a profession, but to 
dwell on further quotations would, I feel, be rather 
monotonous. There have been, however, a number of 
cases decided in the Courts dealing with what, for 
tax purposes, is assessable as a profession, as a result 
of which, the activities carried on by the following 
have been held to be professional activities: architects, 
accountants, lawyers, journalists, the headmaster of 
a preparatory school, patent agents, quantity sur- 
veyors, opticians, jockeys, average adjustors, char- 
tered secretaries, consulting engineers, fire assessors, 
the owner of a nursing home and a private hospital, 
which provided medical or nursing facilities. A 
bookmaker has been held to be carrying on a vocation. 

It should be noted that the activities carried on in 
these cases were carried on as a full-time occupation 
and not as an employment as we look on that term 


today. Membership of a professional body is not 
conclusive evidence that a person is carrying on a 
profession, since his activities might not be within 
the scope of the organization of which he is a 
member. 

You can appreciate, I hope, how wide a subject 
I have been given in preparing this paper, if I am to 
include in it something of the problems of all those 
mentioned. It took me some months before I could 
decide what and whose problems to discuss, during 
which time I began to feel more and more like 
Aesop’s ass, which starved to death through its 
inability to make a simple choice between two morsels 
of equal succulence and distance away. At last it 
dawned upon me that I would be addressing not 
jockeys, average adjustors or private hospitals, but 
mainly practitioners in the tax field, and of course, 
after that a decision was easy. My professional man 
for the purposes of this paper, therefore, will be an 
accountant or lawyer in professional practice. 

I have, as you can see, ended with rather a narrow 
definition. Not only have I cut out many legally 
defined professionals in practice, but also all those 
who are engaged in professional activities through 
employments. However, despite my limited definition 
of a professional man, I have still left myself more 
than I can possibly deal with in the scope of a com- 
paratively short paper, and I hope, therefore, that 
I shall be forgiven if I omit reference to many possible 
subjects. 


Tax Implications of Professional Practice 


As professional men of my definition, one of the 
aspects of our practice is to deal with the tax problems 
of our clients. These problems seem to become each 
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year more complicated, and to take up more and more 
of our time. Our clients are learning rapidly to take 
no step without first discussing the tax implications. 
How many of us do the same with our own problems 
and our own practices? How far can we, or should we, 
plan for minimum tax liabilities and indulge in 
ingenious schemes of avoidance? No paper on my 
subject would be complete without some reference 
to this thorny problem, and yet it would be a bold 
man indeed who would attempt to draw a line. On 
the one hand, we have judicial guidance in the words 
of Lord Tomlinson in СЕ. v. Westminster: 


"Every man is entitled if he can to order his affairs, 
so that the tax attaching under the appropriate Acts 
is less than it otherwise would Бе...’ 


but on the other, we have public opinion and 
Government opinion heavily against the ‘dividend 
stripper’, even if he is only a trading company using 
the accumulated taxed profits of a newly-acquired 

; company to obtain relief for a current trading 
055. 

Tax rates on the individual since the war have 
been so high as to amount at the top of the scale 
almost to confiscation. Tax is being used as a weapon 
of politics, rather than in its proper function, which 
is to provide for the cost of administering the 
country. The tenets of Adam Smith have gone over- 
board with the result that many people feel justified 
in increasing their net income by any possible 
means. 

The word ‘avoidance’ in the Courts has come to 
mean a legal means, and ‘evasion’ an illegal means, 
of reducing tax liabilities: but, if we look again at the 
Oxford Dictionary we will find ‘avoidance’ defined as 
the 'action of avoiding something unwelcome' and 
“to avoid’ as ‘to evade’. “To evade’ is similarly defined 
as ‘to avoid’, which left me confused; but ‘evasion’, 
however, is defined as ‘avoidance by artifice or 
prevarication’ and so we can safely, I feel, sum up as 
evasion, rather than ‘avoiding something unwelcome’, 
the actions of the man who wrote: 


She was Betty when in Brighton, 
Priscilla across in Poole, 

Belinda when in Bournemouth 

(A girl you cannot fool), 

She was Cathy when in Cambridge 
(The best of all the bunch), 

But on my P.11D, 

She was ‘petrol, oil and lunch’. 


As tax advisers, we are not tax gatherers. Our job 
is to see fair play between the demands of the 
Revenue who are well acquainted with the law and the 
taxpayer who is not, and to ensure that our client 
does not pay more than the law says he must pay. Our 
actions to ensure this cannot be called more than 
avoidance, providing that they do not depend for 
their success on non-disclosure of any of the relevant 
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facts. How far in this respect we can go must, I feel, 
depend on the individual conscience, but if you will 
recall my American definition of a profession, you will 
remember that the word embraced a group of 
occupations at the upper end of the hierarchy. As 
such, therefore, I feel it is our duty to set an example 
and to demonstrate that we give evasion of any sort 
a wide berth. 

Can a company carry on a profession? The answer 
to this question is somewhat vague. It has been held 
for the special circumstances of the excess profits duty 
that a company cannot do so on the grounds that it 
cannot have personal qualifications. In general, most 
professional bodies discourage their members, if not 
actively prohibit them, from carrying out their 
professional activities through the medium of a 
company, whether of limited or unlimited liability. 
It is normally possible, however, under some condi- 
tions and restrictions to carry on certain activities, 
including the provision of office and administrative 
services, through a company. I shall refer to service 
companies later, but in the main our professional 
activities are carried on by ourselves as individuals or 
as members of a partnership rather than through a 
corporate body. I do not believe, however, that we 
suffer unduly because of this. 

A company would be taxed on its profits at a fixed 
rate of 53:75 per cent on profits over £12,000, with 
some reduction for profits less than that, until at 
£2,000 the exemption limit for profits tax, the rate 
would become 38-75 per cent. As, however, such a 
company would almost invariably be within the 
scope of section 245 of the 1952 Act, distributions 
by way of dividend must normally be made to share- 
holders to avoid a surtax direction of the whole of the 
net profit. Such distributions would be included at 
the gross equivalent in the total income of the 
recipient for surtax purposes, unless, of course, such 
recipients were trustees of a valid discretionary 
trust. 

А partner in a partnership or an individual in sole 
practice, on the other hand, is subject to both income 
tax and surtax at progressive rates on the whole of his 
taxable share of profit each year. Since the surtax 
rates rise to ros in the £, it would seem at first sight 
as if a company might be the better bet, even at fairly 
low income levels such as £4,000 to £5,000. However, 
the increase in the earned income relief given in the 
1957 Finance Act and the application of this, plus the 
earnings allowance, to surtax in the 1961 Act have 
altered the position considerably. A partner’s share 
of profits would have to be over £10,000 before there 
would be any tax advantage from carrying on the 
profession through a corporate body. Even at £11,000 
the saving would be marginal on the figures which I 
have worked out. When we also take account of the 
other marginal factors, such as the stricter expenses 
rule for directors of companies, the possible complica- 
tions under section 28, Finance Act, 1960, when a 
partner tries to extract his savings out of the company, 
and the fact that no possible advantage can be taken 
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as a company from fluctuating profits on a partnership 
Change, we must agree that we have little to grumble 
at so far as taxation on income is concerned. 


Assessment of Profits 


The profits of a professional practice are assessed to 
income tax under Case II of Schedule D the basis of 
assessment normally being the profits of the account- 
ing period ending within the preceding fiscal year. 
The assessment is made on the partnership, but the 
liability is computed by reference to the allowances 
and reliefs of the individual partners and is appor- 
tioned amongst them accordingly. Tax payable is 
levied in two instalments, on January 1st and July 
1st. Surtax, although a deferred instalment of income, 
is assessed not on the partnership but directly on the 
individual partners. This basis of assessment gives 
rise to a considerable number of problems, parti- 
cularly when coupled with the fact that for tax 
purposes, the assessable profit of the fiscal year is 
divided amongst the partners in the proportion in 
which profits are shared during that year, which may 
not necessarily be in the proportion in which the base 
year profits were shared. This can, of course, give 
rise to inequities between partners in relation to 
fluctuating profits, unless provision is made to 
counteract them: 


(a) whén new partners are introduced; 
(5) when old partners retire; 
(c) when profit-sharing ratios are changed. 


Because of the high rates of taxation on individuals, 
it is unusual to find in partnership accounts a pro- 
vision for tax on profits up to date, as is now the 
accepted custom for companies. It is recognized by 
most partnerships that some provision should be 
made, not only to ensure that junior partners do not 
get into difficulties, but also to provide some addi- 
tional working capital 'The extent to which pro- 
vision is made varies considerably, but a common 
method is to provide for tax on the so-called legal 
basis. Thus a firm whose year end is December 3136, 
1961, would provide out of these profits, income tax 
on one-quarter of the 1960-61 liability and three- 
quarters of the 1961-62. Since these assessments are 
based on the 1959 and 1960 profits, no provision is 
made for tax on one-quarter of the 1960 profits or 
any of the 1961 profits. А variation of this is to provide 
for all liabilities up to 1961-62 leaving only tax on 
the 1961 profits not provided for. Some firms in 
calculating the provisions do not take account of the 
allowances and reliefs of the partners until the 
assessments are actually agreed and paid. 

А new partner coming into a firm, say, on January 
1st, 1962, will immediately be liable to his proportion 
from that date of the 1961-62 liability and will, out 
of his 1962 share, have in addition to provide tax on 
three-quarters of the 1962-63 liabilities, or if the 
second alternative is adopted, the whole of the 
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1962-63 liability. If 1962 is not such a good profit 
year as 1960 or 1961, he is immediately suffering 
some disadvantage. Similarly, where junior partners 
are given a higher share of profits at the start of a bad 
year, they are saddled with their increased share of 
tax on the previous year's high profits, which must 
be provided for out of the current lower profits. 

Retiring partners who retire at the end of a record 
year, receive their share of the profits subject only to 
tax liabilities on much lower profits. 

Some legal remedy is available to counteract 
inequities on changes of partnership, in that where 
there has been a change, the Finance Act, 1953, states 
that the profession shall be treated as having perma- · 
nently ceased, and a new profession as set up and 
commenced at the date of change. The old partners 
are assessed to the date of change on a cessation 
basis, and the new partners on the new business basis. ` 
The old partners are thus assessed on the actual 
profits of the fiscal year to the date of change, and the 
Revenue have the right, if it is to their advantage, to 
assess the actual profits of the penultimate year in 
lieu of the existing assessments. One year's profits 
usually fall out of assessment altogether. 

Losses belong to the partners individually, so that 
on the retirement of a partner, his loss is not available 
to the other partners. He is entitled to make, how- 
ever, providing there is no election as described below, 
a terminal loss claim for the three preceding years, 
even if those years include a period before a previous 
discontinuance. The continuing .partners cannot 
make such a claim because they can carry forward their 
share of losses to the extent that they have not been 
used against other income under section 341, Income 
Tax Act, 1952. 


` Cessation v. Continuation Basis 


Where one partner, at least, of the old partnership is 
continuing in the néw partnership, an election is 
available to all the partners to have the profession 
treated as if it had not been discontinued. Ап election 
thus avoids the cessation adjustments on the old 
partners and new business treatment on the new. Such 
election; however, has to be signed by all the partners 
or their executors, both before and after the change, 
and be made within twelve months of the change. 
There is usually, therefore, some activity before the 
twelve months are up, to calculate whether a cessation 
or continuation would be best. А good deal depends 
on the relationship between the year’s’ profits which 
would fall out of assessment on cessation, and the 
first year's profits of the new partnership which may 
be assessed twice. There is often considerable scope 
for timing the partnership change to achieve the best 
tax treatment. . 

The accounting date also plays its part, but to 
decide on whether an election should be made 
depends on many facts, and the question should be 
carefully examined in the light of the individual 
circumstances. 5 
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^ Such an election, although it acts to the benefit of 
the partnership as a whole, may not be to the advant- 
age of a retiring or incoming partner, and should 
such an individual or his executor refuse to sign the 
'election, it will be ineffective. It is advisable, therefore, 
'to have a clause in the partnership agreement requir- 
ing all partners, retired or not, to sign an election 
‘under section 19 (5), Finance Act, 1953, if requested 
by a majority of the continuing partners. In such a 
case it would seem fair also to include a clause allow- 
ing for equitable adjustment of any tax disadvantage 
arising from the signature of such an election. 

Other circumstances might give rise to the neces- 
sity for equitable adjustment, such as: 


(a) Where in a year of low profits a senior partner is 
prepared to accept a loss, so that his junior 
partners receive a larger income. For tax purposes 
of course, that loss is set off against the profits of 
the junior partners to leave the actual net profit 
assessable. The senior partner thus has suffered 
a gross loss in his current account, while the 
junior partners are paying tax on much less than 
they have actually received. 


(b) Where a partner retires at a time when a loss has 
been made, for which he would not get relief in 
any way, that loss cannot, as I have said, be 
carried forward. It may be possible, however, 
to change the profit-sharing ratios, so that the 
continuing partners receive the bulk of this loss 
and obtain relief for it. 


To adjust profit-sharing ratios from year to year, 
it is necessary to have provision in the agreement 
permitting such alteration. Such a clause might read: 


"T'he partners shall share profits each year as they 
agree amongst themselves, but failing agreement in 
the following proportions.’ 


Such a clause can, of course, present difficulties in 
cases where profit-sharing is intended to be in 
proportion to capital introduced. 


Computing Assessable Profits 


So far I have been talking about the assessment of 
profits. 'T'he next step is to discuss how.the assessable 
profits are arrived at. I am-sure you do not need me 
to discuss what expenses are deductible in arriving 
at the profit of a partnership or sole practitioner — 
particularly regarding sums for the use of home 
telephones, accommodation at home for use as an 
office, and the employment of one's wife as secretary — 
points in which you are as versed as I, if not more so. 
There are, however, one or two fundamental prob- 
lems which I would like to discuss. 

The earnings basis is widely used in arriving at the 


profits of a professional practice. This involves the ` 
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bringing into profit of all bills received, debtors, a 
valuation of work in progress, and provision being 
made for accrued expenses. Ín contrast to this is the 
cash basis, which brings to profit cash received and 


deducts cash paid during the year (on income" 


account, of course). Debtors are not brought in and 
no valuation is made of work in progress. In between 
are various compromises. 


Earnings basis 


The earnings basis is more complicated than the 
cash basis, in that it involves an evaluation each year 
of debtors and work in progress. It also suffers from 
the disadvantage that it results in the payment of 
tax, or the making of a provision for tax, on profits 
which have not been received in cash and so perhaps 
not available for distribution to partners. In a time of 
expansion of the practice, this can lead to accentua- 
tion of the problem of shortage of working capital, 
and in many cases complicated sums have to be done 
each year to determine what restriction is to be put on 
partners’ drawings. 

The valuation of professional work in progress is 
not without its complications, particularly after 
the Duple Motor Bodies case (до А.Т.С. 21). 
Work in progress can either be valued at nil as in the 
cash basis, or at the lower of cost or market value. 
This latter is a long-established principle which 
leaves only for argument the meaning of cost and the 
meaning of market value. 

What is cost has long been a thorny problem. So 
far as professional practice is concerned, the ingre- 
dients may comprise the basic salary cost including 
national insurance, lunch voucher scheme, and 
pension fund contributions, plus an addition for 
overheads. The Duple case has shown us that the 
Revenue cannot insist on the addition of overheads 
where it has not been the practice in the past, nor can 
they insist, it is thought, in the case of a new firm or 
company. In addition to this, partners’ time cannot 
be said to have cost anything, and I believe that the 
Revenue would not succeed in a claim that a value 
should be placed on partners’ time. Where a firm 
has been in the habit of valuing work.in progress 
including a value both for overheads and partners' 
time, and a change in the partnership occurs, the 
new firm could succeed in my opinion in establishing 
a value for tax purposes excluding these elements. 

What I have said so far, of course, depends upon 
the maintenance of adequate time records. Where 
these are not kept, any value placed on work in 
progress must be an estimate. 

The meaning of ‘market value’ has caused consider- 
able arguments in the past, and The Institute of 
Chartered Accountants in England and Wales has 
substituted the terms ‘net realizable value’ and 
‘replacement price’. This latter, of course, has little 
meaning to a professional office, but in isolated 
circumstances the former may unfortunately have to 
be considered. Where the net realizable value has to 
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be calculated, a deduction should be made for the 
salary costs of staff yet to be incurred, plus an ele- 
ment for the overheads to be incurred. 

я 
Cash basis 


The cash basis can be much simpler to operate and 
has the advantage that the cash accounts can be drawn 
up very rapidly after the end of the accounting year, 
enabling partners to draw their balance of profits 
quickly. 

In periods of expansion, tax is only payable on the 
cash received from clients less, of course, expenses 
paid, so that the problem of the supply of capital is 
not aggravated. It has, however, the disadvantage 
that the cash profit and loss account may not neces- 
sarily give the true picture of the level of activity in 
the firm since the cash profit might well rise in a 
year of lower activity than the previous year and fall 
‘if the activity rises again the following year. 

Whereas a firm assessed on the earnings basis 
might well be required to keep memorandum accounts 
on the cash basis to arrive at the permissible drawings 
of the partners, a firm assessed on the cash basis 
might well wish to keep memorandum accounts on 
the earnings basis, where this is possible, in order 
to give the right picture of the firm's level of activity. 

I say ‘memorandum accounts’ because the Revenue 
would not accept accounts for tax purposes which 
were not used as the basis for profit-sharing amongst 
the partners. 

The cash basis is carefully preserved by those firms 
assessed on it, and in particular it is thought essential 
always to make an election for continuance on a 
; change in partners. Some of the normal flexibility 

of partnerships is, of course, thereby lost. 
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Effect of Failure to Elect for Continuation 
Basis 


It would be interesting to trace what would happen 
if such a firm failed to elect for continuance on a 
partnership change. 


Old firm 
Firstly, in respect of the old firm, the Revenue appear 
to have the right to assess the closing years on the 
earnings basis as a result of the decision in C.J.R. v. 
Rankine (31 A.T.C. 20; 32 Т.С. 520). This case, 
however, limited their right to assessments which 
had not finally been determined. An assessment on 
the earnings basis would require a valuation of 
gdebtors and work in progress both at the commence- 
"ment of the open years as well as at the date of 
cessation. It is simple arithmetic, therefore, to realize 
that there would be no advantage to the Revenue, 
subject of course to changing tax rates, to apply the 
earnings basis where the closing valuations were the 
same as or lower than the opening valuations. 
If cessation takes place, therefore, and the earnings 
basis is not applied, are the receipts after the date of 
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cessation taxable? To find the answer to this we must 
turn to the Finance Act, 1960. Section 34 of this Act 
deals with a profession which is treated under section 
19, Finance Act, 1953, as permanently discontinued 
after a change, and says that sections 32 and 33 shall 
apply, unless the right to receive any sums covered 
by section 32 is transferred to the new partnership. 
In such a case the new partnership will be assessed 
on these sums for the period they are received, subject 
to allowances for bad debts. 

Section 32 taxes under Case VI of Schedule D 
sums received after the discontinuance if they fall 
within the net described below: 


(a) if profits are computed on the earnings basis, all 
sums not brought into accounts in periods up to 
the discontinuance; 

(b) if profits are not computed on the earnings basis, 
sums which would not have been brought in if 
the profits had been computed on the earnings 
basis. 


Clearly, debtors would have been brought in if 
profits were assessed on the earnings basis and, 
therefore, escape tax if received after a discontinuance 
on the cash basis. 

Work in progress is dealt with in section 35, which 
section appears to be complementary to section 143, 
Income 'Tax Act, 1952, which deals with work in 
progress on the discontinuance of a trade only. 
Section 35 starts with the words ‘Where in computing 
for any income tax purpose the profits or gains of a 
profession or vocation which has been discontinued, 
a valuation is taken of the work in progress, that work 
shall be valued as follows', etc. 

Clearly on the cash basis no valuation is taken, so 
that this section does not apply to the cash basis. 


New partnership 


The old partnership in either event will sell or 
transfer the work in progress to the new partnership 
and the Revenue will insist on assessing the new 
partnership on the earnings basis certainly during 
the opening years. If the work in progress and debtors 
have remained steady during the years affected by the 
change, no hardship has resulted at this stage; but 
the question now arises, will the Revenue accept a 
reversion to the cash basis after the opening years? 
I have said ‘will they accept’, because clearly they 
are under no obligation to do so, and if they insisted 
on the firm staying on the earnings basis, the only 
remedy would be to go to appeal before the Commis- 
sioners who would most likely decide in favour of the 
Revenue. 

I understand, however, that in some cases the 
Revenue do accept a reversion to the cash basis, but 
on condition that there is regular billing of clients and 
no attempt to hoard potential cash profits, and they 
will not make any adjustment for the double assess- 
ment of profits which results in the year of change. 


(To be concluded.) 
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Weekly Notes 


INSTITUTE'S NEW COUNCIL MEMBER 


R ALFRED GORDON THOMAS, F.c.a., a 
partner in the firms of Camm Metcalfe, Best & 
Co, Chartered Accountants, 
and Kenneth West & Co, 
Chartered Accountants, of 
Sheffield, was elected a 
member of the Council of 
The Institute of Chartered 
Accountants in England and 
Wales at a meeting of the 
Council held on March 7th 
(reported elsewhere in this 
issue). 

Born in 1912, Mr Thomas 
was educated at King 
Edward VII School, Sheffield, and served his 
articles with Camm Metcalfe & Co, in which firm his 
father, Mr J. B. Thomas, Е.С.А., was the senior 
partner. He was admitted an Associate of the Institute 
in 1934 and after serving for a year at the London 
office of Peat, Marwick, Mitchell & Co became 
a partner in Camm Metcalfe & Co (now Camm 
Metcalfe, Best & Co). 

Mr Thomas is President of the Sheffield & District 
Society of Chartered Accountants. He was a member 
of the Committee of the District Society from 
1946-48 and has again been a member since 1960. 
He has served on the regional Taxation and Research 
Committee since 1947 and has represented the 
Society on the Institute’s Taxation and Research 
Committee since 1949. 





THE P. D. LEAKE TRUST ACCOUNTS 


HE ninth report of the Council of The Institute 

of Chartered Accountants in England and Wales 
as Trustee of The P. D. Leake Trust, which accom- 
panies the audited accounts for the year ended 
October 31st, 1961, is not a very communicative 
document for the simple reason that financially there 
is little to communicate. The disposable income for 
the year was £16,161 (as compared with £11,653 for 
the previous year) and of this sum £6,598 was dis- 
posed of in the form of grants, the creation of a new 
Research Fellowship at London University being 
mainly responsible for the increase of /2,006 over 
last year's disbursements of £4,592. The undistri- 
buted balance of £9,563 has been transferred to 
Income Account which now stands at £71,119. Net 
profits from realization of investments has added 
£2,104 to the Capital Account which is now £218,114. 
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The Capital and Income accounts together are thus 
£289,233, represented by solid investments (mainly 
quoted) temporary deposits and bank balances. If the 
middle market values of the quoted investments were x 
substituted for the book values (which are as valued 
at May 18th, 1960, or cost, less repayments), the 
combined assets would be hoisted a further £26,341 
to £315,574 

The current report of the P. D. Leake Committee, 
comprising five members of the Council of the 
Institute assisted by an advisory committee made up 
of representatives from the Universities of Oxford, 
Cambridge, London and Birmingham, also accom- 
panies the accounts. It states that Professor Richard 
Stone, who occupies the P. D. Leake Chair of 
Finance and Accounting at Cambridge, and his 
colleagues are making progress with their study of 
the problem of economic growth and that the avail- 
ability of the EDSAC computer is helping them to 
reach tentative conclusions from the information 
being analysed. The committee states, too, that Mr 
Т. W. McRae, C.A., A.c.w.A., the new Research 
Fellow at London University, is considering 'the 
effect of electronic computing techniques on the 
future of accounting". 
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LEGACIES OF A LOST BID 


T might be said at the end of the ‘take-over’ battle 

between Imperial Chemical Industries Ltd and 
Courtaulds Ltd, that the result was a caucus race in 
reverse — everyone has run and no one has earned a 
prize. I.C.I. have created an impression of a hasty 
and wrong policy decision and are left with a need to 
remove the impression that certain aspects of both 
their technical and commercial policy-making need 
reorganizing. They come out of the battle with their, 
reputation as a private concern with the highest 
standards of public responsibility hardly enhanced. 

Courtaulds come out of the fray as nominal victors 
but the price paid has been a high one. They have had 
to reverse their policy on public relations, publicly 
hand over the direction of the battle to a second 
generation of senior executives, admit errors of 
judgment on dividend policy and saddle their future 
trading account and their financial and commercial 
management with heavy liabilities to their share- 
holders. 

LC.I. are left with just over 37 per cent of 
Courtaulds' equity, sufficient in a normal take-over 
affray to ensure board representation. The heated 
exchanges in the recent battle and the wide difference 
in opinion which apparently exists between them on 
the future organization of the man-made fibre? 
industry is a poor start to concord at board level if 
there were I.C.I. directors appointed to the board of 
Courtaulds. Each company is already left with the 
problem of making their joint representation on the 
board of British Nylon Spinners work in continuing 
harmony. If there is no І.С.І. representation on 
Courtaulds' board it is difficult to see how the present 
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state of affairs can be anything but unstable. Either 
LC.L will eventually obtain control by gradually 
obtaining the required 13 per cent of the equity, or 
> X they will have to sell out their holding. They may 
decide to: до so of their own accord. If they do not, 
the surprising precedent which the Government has 
set for itself in the recent decision not to force the 
Imperial Tobacco Company (of Great Britain and 
Ireland) Ltd to divest itself of its interest in 
Gallaghers provided the former does not interfere in 
the management of the latter, has taken on a new 
twist. With ЕСТ. holding a substantial interest in 
Courtaulds without having a say in that company's 
management, it could be the tobacco situation all over 
again in an even less satisfactory context. The 
Government may yet be obliged to clarify and give 
teeth to its policy on the control of monopolies, 
— especially when the Monopolies Commission offers a 

considered opinion about the situation in a particular 
+ industry. 


G.A.T.T. TARIFF CHANGES 


N important outcome of the G.A.T.T. tariff 
negotiations’ begun in Geneva in September 
1960 has been the conclusion of bilateral agreements 
signed by the United States with the United King- 


dom, the European Common Market and other, 


countries at the conference. It took nine months for 
the European Common Market agreements to be 
negotiated by the United States and since the summer 
of 1961 the United Kingdom has been negctiating 
with the United States and the E.E.C. Complete 
^ multilateral tariff schedules will be announced in due 
course. The announcement made last week on the 
., bilateral agreements has been put out, contrary to 
usual С.А.Т.Т. practice, in advance of the complete 
schedules because of the importance of the bilateral 
arrangements. 

The tariff agreement between this country and the 
United States is a big step towards the reduction of 
tariff barriers on a reciprocal basis. 

Under the agreement this country reduces its 
duties on motor vehicles, parts and accessories from 
30 to 22 per cent. 'T'he fall in duty on motor-cars into 
the E.E.C. will be from 29 to 22 per cent and on cer- 
tain vehicle parts from 19 to 14 per cent. The duty 
on cars іп the United States will fall from 81 to 6} 
per cent and on certain vehicle parts from 10} to 
82 percent. ~ 


+ f THE WAY AHEAD 

t"T^HIS Council is not the panacea, the cure-all, 

for our economic troubles and diseases. We 
cannot perform economic conjuring tricks. It is 
important that people should not fall into the 
national fault of complacency, and of thinking that 
the establishment of this Council is the end of all 
their troubles.’ No member of the National Economic 
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Development Council could doubt the truth of these 
remarks from Mr Selwyn Lloyd on the occasion of 
the opening meeting of that body last week; whether 
the general public has begun to appreciate the 
enormity of the task which lies ahead is highly 
doubtful. The Chancellor made it clear to the 
members what he did not want from them: ТЕ our 
work together produces nothing more than a façade 
of co-operation, a form of window-dressing; if we 
are seen to do no more than exchange platitudinous 
generalities, we will have failed completely.’ What- 
the Chancellor does expect from the N.E.D.C. is 
just as clear. First, it must examine the economic 
performance of the nation with particular concern 
for plans for the future of industry in both the public 
and private sectors. Second, it must consider what 
are the main obstacles to quicker economic growth; 
what can be done to improve efficiency and, finally, 
to achieve agreement upon the best methods of improv- 
ing economic performance and industrial efficiency. 

Nothing, stressed the Chancellor, is to be regarded 
as beyond the terms of reference of the Council. It 
will seek advice and information from all sides and 
not merely from its own expert staff or the Treasury. 
Any person who has views on any relevant issue is 
invited to submit a memorandum to the Council 
Yet, in the last resort, it is not lack of information or 
suggestions that will prevent the Council from 
achieving its goals. Its ultimate achievement depends 
on the extent to which the representatives of each 
sector of the economy can abandon their past sec~ 
tional approach to the nation’s difficulties, 

“It is difficult to feel sanguine about the prospects, 
more especially when the difficulties of bringing the 
Council into being are recalled. But, as Mr Lloyd 
so rightly observed, if the Council can give a lead, 
then it will find public opinion behind it. And this, 
as the events of the post-war years have shown, is 
the most important requirement of all economic 
planning. 


STANDARDS FOR STOCK EXCHANGE 
MEMBERSHIP 


L: week the Stock Exchange Councilannounced 
that it proposed to introduce a period of training 
for future candidates for membership of the Stock 
Exchange. It also proposes to strengthen the rules 
dealing with the accounts of member firms. These 
changes are part of a programme to improve the 
standard of membership and the efficiency and 
capacity of member firms. 

About eighteen months ago a subcommittee was 
appointed to look into conditions of membership, the 
creation and dissolution of partnerships and the 
preparation and submission of accounts of member 
firms. The proposed new rules, which give effect to 
the recommendations of that subcommittee, are 
subject to confirmation on March 26th. 

Amendments include the abolition of sureties for 
candidates for membership. Instead, proposer and 
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seconder having no financial obligation in case of 
default will be required. The Council have wisely 
decided that personal knowledge and experience of 
candidates are more important than small financial 
guarantees. In addition, it is now stipulated that 
normally candidates must have at least two years' 
training with a member firm. No recommendations 
are made as yet for any examinations. Аз regards 
accounts, in future accountants examining them will 
have to state in the report any reservations they have 
had to make and if the Council is not satisfied with 


ACCOUNTANT 


March 17th, 1962 


the report it may call for further information includ- 
ing a report from independent accountants. It may 
subsequently suspend the partners of the firm from 
trading. This is а new and powerful sanction in the w 
hands of the Council. 

Another change will require firms to maintain a 
balance on capital account sufficient to ensure a 
minimum degree of solvency. This minimum is put 
at not less than £10,000 for a broking firm and 
£15,000 for a jobbing firm, and not less than £5,000 
per partner in either case. 





This is My Life... 


by Ап Industrious Accountant 


CHAPTER 115 


: CCOUNTANTS in industry find themselves 
-SLÀ faced with many completely unexpected problems 
never mentioned by their textbooks. Only experience 


all it did look a bit like an eight. At this stage, the 


typist reminded him stormily that they had changed , 


over once;.she had read to him. When they reversed 
roles, he had read back at least one page from the. 
typed copy. Tears were brimming, contradictions 
were becoming heated; I got nowhere in cross- 
examination. In fact, I became as bewildered and 
annoyed as the pair of them, being conscious that I 
shouldn't really have been involved at all. 
Meanwhile, their plump senior sat by with an 
expression of detached distaste. Not for him to stoop 
from his Olympian heights to aid lesser and frailer 


can help them. That the smallest points cause the . mortals. When the controversial figures were under 


' greatest trouble is axiomatic. 

- Some months ago our departmental accountant was 
preparing a longish report for the board of directors 
on sectional wage -and salary percentages, past and 
anticipated, in terms of sales. We roughed it out to- 
gether and interesting points emerged; it looked to be 
a useful contribution to management. He took it 
away to add some additional notes that we had 
discussed before having it typed and circulated. 

On reading the typescript I was dismayed to find 
a number of blunders. There was an 8 per cent for 
managers’ remuneration in the ladies’ wear section, 
where it should have read 3 per cent; an abstract 
headed 1961 should surely have been 1960; our 
drapery association’s title was wrong. I summoned 
the accountant to query it. I was annoyed; the report 
was below the standard expected of us. 

He was more than a little offhand as he shrugged 
off the responsibility. He had given the draft to young 
Frank, one of his juniors, to complete; he certainly 
didn’t feel it his place to check the typing afterwards. 
That was the typist’s job; he was entitled to rely on 
her. In some little dudgeon he sent for Frank and the 
typist and peremptorily demanded their explanation. 
I never really followed the rest of the story; we were 
swariped in contradictions. As regards the associa- 
tion's title, the accountant had just noted it approxi- 
mately, relying on Frank to check it; it apparently 
failed to occur to that trusting youth that his superior 
could be less than infallible. About the figures, said 
Frank in injured innocence, he had called them over 
to the typist but perhaps he misread that three; after 


fire he merely stated that they were perfectly clear to 
him; if his juniors were in doubt, they should have 
referred back to him. As he saw it, when he delegated 
a job down the line that was the end of it; he'd never 
get his more important work done if he had to follow 
up every detail. He didn't know which typist did the 
work or how Frank planned his scrutiny; if Frank 
had discussed the implications of the report with him, 
the ‘Curtains’ column wouldn't have been headed 
*Canteen'. Anyhow, we seemed to be making a moun- 
tain out of a molehill; he'd just circulate an ‘Errata’ 
sheet and close the case. You couldn't expect to be 
perfect all the time; lots of reports had a page upside 
down similarly. 

No disagreement ever shakes his composure. He 
just naturally knows that he's right. That type of 
character never appreciates that every time a dis- 
gruntled director grumbles 'another bunch of mis- 
takes in the accounts report', our whole section gets a 
smear the memory of which lingers on indefinitely. 

But when another report besprinkled with errors 
came from him last week and he blamed Frank again, 
I reacted differently. ‘Jolly bad show, old chap,’ 
І agreed cordially. ‘Your subordinates have certainly 
let you down, but we can't blame you. Better do а} 
special detailed survey of their procedure manual, 
with recommended ‘revisions, and let me have up-to- 
date individual fitness reports, over the next fortnight. 
Too bad you’ll have to miss that London trip we had 
planned to the trade display and jubilee dinner.’ 

I felt rather mean, but he’s smart enough — he'll 
take the hint. Experientia docet. 


> 
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Current Law 


Tenant for Life's Leasing Powers 


TENANT for life of settled land made an agree- 

ment with a limited company, conditional on the 
Court's sanction being obtained, for the grant to the 
company of separate leases of three blocks of property. 
In one case the block comprised land held by the 
tenant for life in fee simple as well as land held upon 
the trusts of the settlement. In Re Rycroft's Settle- 
ment, Rycroft o. Rycroft and Others ([1961] 3 All E.R. 
581) Wilberforce, J., held that it was not within the 
powers of a tenant for life to grant a lease of settled 
property together with property of which he was the 
absolute owner in a single lease, at least if, as in this 
case, there was no provision for apportioning the 
rent between the settled property and his own 
property. Section 42 (1) (i) of the Settled Land Act, 
1925, provides that a lease (which by definition 
includes an agreement for a lease: ibid., section 117 
(1) (х)) of settled land shall take effect in possession 
not less than twelve months after its date. 

In the instant case the leases which were the sub- 
ject of the agreement were to be granted at future 
dates which might be more than twelve years distant. 
It was argued for the tenant for life that the agreement 
was in this respect valid on the ground that there was 
a general power, under section 9o (1) (iii) of the Act, 
to enter into a contract to grant a lease and that the 
only limitation on that power was that, when the 
lease came to be granted, it must be in conformity 
with the Act; while section 117 (1) (x) related to an 
agreement for a lease which in effect amounted to a 
demise of the property (because the agreement was in 
equity equivalent to a lease), section 9o (1) (iii) related 
to an executory type of agreement to make a lease 
which was not equivalent to a demise. This argument 
Wilberforce, J., accepted, and held that the present 
type of transaction would be authorized under the 
power contained in section 9o (1) (iii). His lordship 
held the agreement invalid, however, because it was a 
term of, it that the land should be leased in lots 
within section 44 (3) of the Act and the rent reserved 
was such that, contrary to the requirements of proviso 
(iii) of that subsection, the rent of at least one of the 
properties must, on an apportionment being made, 
exceed one-fifth of the annual value of the land 
comprised in the lease with the buildings thereon. 


Rating of Public Park 


PARK was acquired by a local authority under 
section 164 of the Public Health Act, 1875, 
which empowers any urban authority tó “purchase 
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or take on lease lay out plant improve and maintain 
lands for the purpose of being used as public walks 
or pleasure grounds’. The conveyances of the land 
to the local authority did not contain any covenants 
restricting the use of the land, and there had been 
no formal dedication of it as a public park, but in 
fact it had been continually so used. 


In Blake v. Hendon Corporation ([1961] 3 All E.R. 
бот) the Court of Appeal held that the land was 
exempt from rates and rejected a contention that the 
corporation was in beneficial occupation of it. It was 
said that not only had there not been, but there could 
not be, dedication to the public, because section 164 
of the Local Government Act, 1933, permits a local 
authority to let any land which it possesses, and it 
could not do this if the land belonged to the public 
and the public had the beneficial ownership of it. 
Dismissing this argument, the Court said that the 
authority's powers under section 164 of the Act 
of 1933 were subordinate to the main object for which 
the land was acquired and could be exercised only 
in so far as their exercise was compatible with the 
main object. 

In connection with this case it should be observed 
that section 13 of the Rating and Valuation Act, 
1961, provides relief from rates for parks provided 

-or managed by local authorities and held available 
for free and unrestricted use by members of the 
public. This case may be contrasted with Kingston 
upon Hull Corporation v. Clayton ([1961] 3 All E.R. 
118) (The Accountant, January 20th, 1962), where an 
art gallery in the occupation of a local authority 
was held liable to rates. 


Servant Working at Risk to Health: 
Master not Liable 


HE plaintiff in Withers v. Perry Chain Со Lid 

([1961] 3 All E.R. 676), after some five years in a 
job in which she was in contact with grease, contracted 
dermatitis due to the grease. She left her employment, 
but about a month later returned and asked for a job. 
She was given a job which was the one most free 
from grease which her employer had available for 
her, but she again developed dermatitis. She was 
again off work, but on return asked for her new job 
back, and after a further attack of dermatitis and a 
further absence she returned and asked for it yet 
again. Shortly afterwards she was, at her own request, 
transferred to a third job, where there was at most 
little contact with grease, and she was free from 
dermatitis for some two years. She then suffered 
a further attack and issued a writ against her 
employer alleging that her employer was negligent 
in permitting her to continue with the second job 
which she was given, knowing that she had had 
dermatitis, brought on by grease, and that the 
job in question involved some contact with a greasy 
substance which might cause a further outbreak of 
the disease. 
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Тће Court of Appeal held that there was no duty 
at common law requiring an employer to dismiss 
someone rather than to retain him or her and allow 
him or her to earn their wages, notwithstanding 
that there might be some risk. Devlin, L.J. (as he then 
was), said obiter that if the employer were to conceal 
the risk or fail to give the employee information 
which he had and which might help the employee 
to evaluate the risk properly, there might perhaps 
be a liability; or there might be a case in which an 
employer impliedly warranted that a job was safe for a 
particular employee. 


Sale of Charity Land 


КЕ: plaintiff company in Neville Estates ‘Ltd v. 
Madden and Others ([1961] 3 All E.R. 769) 
entered into an agreement in writing with the 
defendants, the trustees of a synagogue, for the 
purchase of two plots of vacant land, the agreement 
providing that the contract was subject to the consent 
of the Charity Commissioners 'so far as the same is 
required’. The Commissioners refused their consent 
at the sale price and the plaintiff brought an action for 
a declaration that the land could be sold without the 
Commissioners' consent and for specific performance 
of the agreement. Тће plaintiff maintained that the 
land was not held on charitable trusts, but that if it 
was so held it was exempt from the jurisdiction of the 
Commissioners under section 62 of the Charitable 
"Trusts Act, 1853. 

Cross, J., held that the trusts were charitable and 
that the exemption did not apply. The argument 
that the Commissioners had no jurisdiction turned on 
the question whether or not the charity was one 
*wholly maintained by voluntary contributions', and 
.as this test is obsolete since the Charities Act, 1960, 
became law, this aspect of the case is not considered 
here. The argument that the trust purposes were not 
charitable was based on the fact that they were not 
exclusively religious purposes because social activities 
-were carried on by the members of the synagogue as 
part of its activities, and that the trust was for the 
benefit of its members, a private unincorporated 
association. Cross, J., found, however, that the social 
activities were merely ancillary to the religious pur- 
poses and that, as the religious purposes had the 
requisite element of public benefit, the trusts were 
. Charitable. 
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Settlor Under Incapacity by Foreign Law 


N Re Langley's Settlement Trusts, Lloyds Bank Ltd 

v. Langley and Others ([1961] 3 All E.R. 803) the 
Court of Appeal affirmed the decision of Buckley, J. 
([1961] 1 All E.R. 78) (The Accountant, July 8th, 
1961, where the facts are set out). Their lordships 
held that the Court was not bound to give effect 
to the status of incompetency of the settlor under the 
law of California, and in the circumstances that the 
settlor should not be deprived of the power which 


he had under the settlement of withdrawing money | 


from it. The relevant order of the Californian Court 
had appointed the settlor’s wife guardian of his estate 
and person, and she had executed the relevant notice 
of withdrawal of trust funds. The Court also held 
that if the Californian order was to be accepted at all 
it should be accepted altogether, in which case the 


right of withdrawal would be found to be validly. 


exercised by the settlor’s wife as guardian, and rejec- 


ted a contention that, while Californian law prevented - 


the settlor from disposing of his property, English 
law prevented his wife as his guardian from exercising 
the power on his behalf. 


Direction to Invest in ‘Blue Chip’ Investments 


HE testator in Re Kolb’s Will Trusts, Lloyds 
Bank Ltd v. Ullmann and Others ([1961] 3 All 
E.R. 811) directed his trustees to invest his residuary 
estate in ‘blue chip? investments and expressly 
declared that they were not to invest in Govern- 
ment, trustee or fixed interest stock or debentures. 
The ultimate residue was given on charitable trusts. 
Cross, J., held that the direction to invest in “blue 
chip' investments was void for uncertainty. Whether 


or not an investment came within this category .,. 
depended essentially on the standards applied by the ` 


speaker and could not be regarded as an objective 
quality of the investment. The testator might have 
made his trustees the judges, but he had not done so. 
It followed that the prohibition against investment in 


trustee or fixed interest investments was also in-' 


effective, as it had meaning only on the footing that 
the provision for investment in TUE chips’ was 
effective. 

The Attorney-General objected, on behalf of 
charity, to the field of investment permitted by the 
Trustee Investments Act, 1961, being extended, and 
Cross, J., while observing that the Court undoubtedly 
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" Finance and 
Commerce 


Falkland Islands Co 


HIS week’s reprint presents the accounts of The 
Falkland Islands Co Ltd – a company incorpor- 
ated by Royal Charter in December 1851 and 
registered under the Companies Acts in 1902. 


; Although the accounts are those for the year ended . 


December 31st, 1960, and were issued about June 
1961, it was only recently that they have become 
generally available, as a result of being granted an 
official quotation on the London Stock, Exchange. 
The shares have been dealt in for many years under 
a stock exchange rule that permits dealings subject to 
official permission being obtained for each separate 
transaction. Such business having, however, become 
more active in recent months, the Stock Exchange 
Council decided that it was about time the company 
became ‘quoted’. 

In these accounts one meets a situation which is 
almost out of this world. To most people, it is prob- 
ably true to say, the Falkland Islands are no more 
than a name. But there they lie, down in the South 
Atlantic on the east of the southern tip of South 


| = America — about as far from the mainland as London 


is from Edinburgh. Their latitude south of the 
equator is about the same as the English Midlands 
north of ‘the Line’. 


Sheep Farming 
The Falklands consist of two large and about 200 
smaller islands. Total land area is about 4,600 square 
miles, which is about one-tenth smaller than the area 
of Northern Ireland. There is only one town, Port 
Stanley, the capital, which lies about 1,000 miles 
south of Uruguay, and is the home of about half the 
population of the Islands- some, 2,200 ~ who are 
almost entirely of United Kingdom origin. 

There are no roads, and no mineral deposits of 


.. economic value have been discovered. The soil is 


peaty and acid, producing native grasses low in nutri- 
tional value. Тће climate is dominated by westerly 
winds and the low temperature of the surrounding 
seas. Mean monthly temperature varies from 35:5? 
in winter to 49? in summer. Rainfall of twenty-seven 
inches is spread fairly evenly over the year. 

Yet here is a more than a century old charter com- 
pany which has done very well out of sheep farming, 
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basically for the wool. Establishment was slow and, 
until 1864, unprofitable, But the company now farms 
about 1} million acres and shears nearly a quarter of 
a million sheep a year, giving a ‘clip’ of well over two 
million pounds. So its shares, now quoted, are in the * 
commodity category. with a value closely associated 
with the price of wool. 


Development 


It was in the natural order of development that the 
company should open retail shops and obtain agencies 
for Lloyd's, the Royal Insurance Co, and for shipping 
and air lines. Banking facilities for other sbeep 
farmers in the colony are provided through a wholly- 
owned subsidiary, and the company owns the n.M.s. 
Darwin which maintains a service with Montevideo; 
and a chartered motor ship connects with the West 
India Dock, London. Тће London wool market, is, 
of course, the place where the 'clip' is sold. 

What is now being sought, in these days when 
wool is no longer supreme, is increasing diversifica- 
tion. А small experimental mink farm was set up in 
1959 which has possibilities. And the board, which 
already has experience in ship management, is now 
going fifty-fifty with another interest in building 
and operating a cargo vessel. 

Basically, however, the business is sheep farming, 
and there is still room there for more efficient work- 
ing. There is a need to develop higher quality herb- - 
age. That means fencing off sheep from land under 
improvement; this in turn means labour — and labour 
is in short supply. Very few people are willing to 
spend their lives in such a place. 


Income Tax 


For men prepared to accept the life, the company has 
a five-year contract scheme for those found suitable, 
and it is not unknown for them to leave at the end of 
their five years with £1,000 and more in savings. 
There is, of course, very little temptation in the 
Falklands to spend money. Some even go back for 
another spell of work — and the peace which is only 


` obtainable away from civilization. 


But there is a cloud in the sky: the rate of company 


tax which has been 3s 6d in the Дт for many years, 


says Mr P. D. L. Ainslie, the chairman, may be 
expected to ‘rise substantially in the. near future’. 
However, to the extent that profits distributed are 
subject to United’ Kingdom tax, there will be 
recovery by way of double taxation relief. The 


. Falklands Islands Company itself has obtained 


overseas trade corporation status. 

It is in the light of such circumstances that one 
studies the balance sheet. Sheep, for instance, are 
valued in United Kingdom terms at hardly more 
than forty cigarettes. Valuation has its own special 
meaning when everything else against which com- 
parison can be made is so very remote. 
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CITY NOTES 


EDUCTION in Bank гаје, I.C.I.’s defeat at 

the hands of Courtaulds and some new and less 
pessimistic thinking on Budget prospects are currently 
the three main City topics. Bank rate reduction is 
already being reflected in reduced yields and an 
immediate test of the new borrowing position comes 
in the shape of a {20 million 6} per cent loan at 
978 per cent by Middlesex County Council. 

'The weight of the Middlesex loan is added to an 
already heavy weight of new issue operations in the 
market. Тће pre-Budget period is invariably a busy 
new issue time and this year is no exception. The bid 
by M. Samuel, the bankers, to stamp out 'dud 
cheque' applications for the Provident Clothing & 
Supply issue is being watched closely by other 
issuing houses. 

The LC.IL-Courtaulds affair finally showed the 
City to have been a long way out in its estimates of 
the likely result. I.C.I.’s financial advisers seem, in 
retrospect, to have overplayed their hand to a 
dangerous degree, particularly in the move of making 
I.C.L's bid unconditional on acceptances as early as 
March rst. 


On the Budget point there is now an inclination to 
look for a holding Budget rather than a further attempt 
at restriction. There are also some optimistic sug- 
gestions that the intended capital gains tax will not 
be a particularly onerous affair. 

Whether this Budget optimism is justified remains 
to be seen but for the present, at least, the stock- 
market is not displaying ‘Budget nerves’. 
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RATES AND PRICES 
Closing prices, Wednesday, March x4th, 1962 


Tax Reserve Certificates: interest rate (25.11.61) 31% 


Bank Rate 
Jan. 21, 1960 5% July 26, 1961 7% 
June 23, 1960 6% Oct. 5, 1961 64% 
Oct. 27, 1960 54% Nov. 2, 1961 . 6% 
Dec. 8, 1960 5% Маг. 8, 1962 51% 
Treasury Bills 
Jan. 5 65 8s 7:8:d% Feb. 9 £5 8s od% 
Тап. та £3 8s 6ozd%, Feb.16 25 os 1081d% 
Jan. 19 £s 65 235d% Feb.23 £5 105 747d 
Jan. 26 £5 45 19064% Mar.2 £5 10s 11:26d у 
Feb.2 £5 4s 4'934% Маго £5 os 5'894% 
. Money Rates 
Day to day 343% Bank Bills 
7 days | 4-44% 2 months 51-517 
Fine Trade Bills 3 months 5 -54% 
3 months ~ 61-795; 4 months 53-51 % 
4 months 61-7 % 6 months 55580 
6 months 61-7195 
Foreign Exchanges 
New York 2.8113 Frankfurt 11-261 
Montreal 2'95—% Milan 1749-4 
Amsterdam 10:61 Oslo 20°054-4 
Brussels ~ 140214 Paris 13°80-} 
Copenhagen 19:361—37 “Zürich 12°211—22{ 
` Gilt-edged ` 
Consols 4% 63 Funding 3% 59-69 82§xd 
Consols 2$ 9; 40% Savings 3% 60~70 79 


Savings 3 А 65—75 
Savings 22% 64-67 87+ 
Treasury 5$ % 2008—12 88 
Treasury 5% 86-89 83 8х4 
Treasury 3126 77-90 718 
Treasury 3375 79-81 70$ 


Conversion 54% 1974 92% 
Conversion 5% 1971 917 
Conversion 3$ % 1969 854 
Conversion 34% 554 
Exchequer 54% 1966 
Funding 54% 82-84 911 


Funding 4% 60-90 894 Treasury 24% 40% 
Funding 34% 99-04. біў Victory 4% 95% 
. Funding 3% 66-68 841i 563 


War Loan 34% 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


The Scope of Management Accounting 
Sir, — If the point of criticism in Mr P. R. Rawson’s 


letter in your issue of March 1oth is that separate 


interests of the ordinary shareholders, preference 
shareholders, loan stock holders and future taxation 
should be shown before the assets and liabilities 
representing these interests, then I am inclined to 
agree; it would be a better arrangement. 

However, a point of greater importance is that the 
ordinary share capital should be split away from the 


preference share capital and linked with the reserves 
to show the total ordinary shareholders’ interest in 
the business. | 
Yours faithfully, 
J. P. WILSON, F.c.w.a., F.C.L$. 


Kenilworth, Warwickshire. 


The Training of Accountants 


Sir, – In reply to Mr K. J. Hamilton (February 17th 
issue), as a fellow graduate I should like to take up 
the first point in his letter where he stated that 
correspondence courses are ‘well planned, well 
presented and easy to understand, which is far more 
than can be said of some lectures given by university 
staff’. Here Mr Hamilton seems to dismiss the 
potentialities of ‘class-room teaching’, preferring in- 
stead to extol the apparent perfection of the postal 
tuition method. | р 

The implication seems to be that all oral teaching 
in-the sphere of accountancy is along the lines of 
abstract theorizing of university professors. In my 
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. own experience this seems not to be the case. Тће 
four-week introductory course, for example, which is 
held at the Staffordshire College of Commerce, 
Wednesbury, is of far greater benefit and prepares 
the articled clerk far more effectively than does a 
lengthy period of postal tuition. Although all com- 
mercial colleges are perhaps not as dynamic and 
energetic as Wednesbury, nevertheless it seems 
unrealistic to dismiss the teaching of accountancy in 
such colleges as a complex intellectual exercise. 
Yours faithfully, 


Wolverhampton. R. W. LOVE. 


Appointment of Auditors: Procedure 


Sir, – As а shareholder, I received a copy of the 
Directors' Report and Statement of Accounts of a 
public company from which I have noted the follow- 
ing: 
Q2) 'The agenda for the annual meeting includes 
the *Election of Auditors'. 
(2) The Chairman's Review states that a firm of 
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chartered accountants had been appointed 
during the year under review as joint auditors 
and that they were willing to continue in office. 

(3) The Directors’ Report states that the auditors 
(both firms) will be re-appointed under the 
provisions of section 159 (2) of the Companies 
Act, 1948. 

(4) The firm referred to in the Chairman's Review 
signed the Report of the Auditors to the 
members (and above the signature of the firm 
who have been the sole auditors for many 
years). | 

(5) Тће auditors! remuneration is twice that for 
the previous year. 

(6) The (sole) -auditors were, of course, re- 
appointed under section 159 (2) at the previous 
annual general meeting. 


I would appreciate the observations | of your 
readers on the legal and professional aspects of these 
facts. 2 

Yours faithfully, 
F.C.A. 





Minimizing Office Paper Work · 


One-day Conference in London 


Accurate information — clearly presented — speedily 
supplied. These three points were put forward by 
Sir Halford Reddish, r.c.A., as essential for the ade- 
quate control of any business in a luncheon address 
at the recent one-day conference on 'Changing ways 
in paper work' organized by the London Branch of 
the Institute of Office Management. 

Sir Haiford said earlier that the value of men and 
women working in business depended to a large 
degree on the extent to which they were able and 
willing to work in harmony with each other. This, he 
said, was an essential feature of office management. 
He thought it would be true to say that the end-product 
of much of the work in office management must in 
one way or another be a matter of communication, 
and therefore it was important that the information 
reached the individuals for whom it was intended 
without delay and that the channel of communication 
should be clearly defined. Communication inevitably 
meant paper work and forms which were apt to 
multiply incessantly. 

What was most important, therefore, said Sir 
‘Halford, was that all forms and the paperwork of an 
organization should be examined carefully and dis- 
passionately at fairly frequent intervals. In his own 
company – Rugby Portland Cement - they tried to do 
this at least every year. They send to all heads of 
departments and works managers an instruction to 
examine each form originating from their departments, 
with the object of reducing the size, eliminating un- 
necessary detail and improving the layout. The 


departmental heads were also asked to examine each 
form received in their departments and to consider 
(1) the reason for it; (2) what was its present value to 
the department; and (3) how long it was retained, and 
why. This proved a most valuable exercise, for there 
was usually some form or part of a form which was 
out of date or no longer of use — and somebody will 
always continue to fill up a form as long as he is allowed 
to do so. 

Referring to the need for efficiency in industry, 
Sir Halford said that whether Britain joined the 
European Economic Community or not, it was certain 
that the survival of this country depended on the 
efficiency of its industries and their ability to be 
competitive in the world outside, for, he said, it is 
truer than ever today that we export or die. “Look 
after efficiency,’ said Sir Halford, ‘and the profits will 
usually look after themselves, and whatever may be 
said about profits, the fact remains that they are vital 
to the survival of this country, for the profits of 
today are the source of capital of tomorrow.’ 


Paper Work in the Public Service 


After the opening of the conference on Thursday 
morning of last week by Mr Brian A. Maynard, 
M.A., F.C.A., a partner in the firm of Cooper Brothers 
& Co, Chartered Accountants, a paper on ‘Improving 
paper work in the public service’ was presented by 
Mr С. R. Smith, о.в.Е., of the Central Organization 
and Methods Branch of the G.P.O. š 
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Unfortunately, said Mr Smith, there was a tendency 


` of the ‘bigger the business, the bigger the paper work’. 


‘The human being was the key to the whole problem. 

There were two lines of attack against this position, 
he said. The first was to get records off paper, and to 
eliminate the need for communication, which meant 
mechanization, and mechanization meant computing. 
There was a most important aspect of computing, 
namely, re-thinking and complete disregard of pre- 
computer methods. 
` Mr Smith then spoke about the cost savings obtained 
by mechanization and the arguments for and against 
the use of computers. He warned, however, that if 
improperly used, computers could be a cóstly capital 
investment. | 

Mr Smith illustrated his address with examples 
from Post Office computer planning, and revealed 


some problems with which they were faced behind the : 


Post Office counter and in the Post Office Savings 
Bank scheme. 


Today's Pattern of Bank Book-keeping 


The next paper was presented by Mr D. 5. Travers, 
A.I.B., general managers’ assistant, Barclays Bank Ltd, 
on "I'oday's pattern of bank book-keeping’. . 

Mr 'Travers spoke of the complete change modern 
accounting methods were making in the day-to-day 
pattern of bank book-keeping. There had been, ће 
said, an immense post-war growth of cheque clearings. 
At the same time there was an increasing use of high- 
speed sorters. Magnetic ink markings in coded form 
could now be made at the bottom of cheques, with 
consequent reduced help needed by the human hand. 

With the development of a common language in the 
use of electronic data processing, the centralization 
of branch book-keeping (with the aid of private 
transmission lines) was now becoming advantageous. 
By using computers, he said, management had easy 
access of control information, and there were perman- 
ent records for both the customer and the bank. 


‘Getting Away from it all’ 


After lunch, Mr M. J. Glenn, O.B.E., B.SC., T.D., per- 
sonnel executive of Marks & Spencer Ltd, gave an 
interesting talk on the steps which had been taken in 
his organization not merely to reduce paper work but 
to eliminate it in large measure from many manage- 


‚ ment procedures. 


Mr Glenn said that the vast majority of staff can be 
trusted, and by trusting them unnecessary controls 
could be abolished, together with extra paper work 
and red tape. This was the principle which had been 
adopted by his organization. 

Systems and methods automatically become more 
complex; he said. It takes constant effort to keep work 
simple. All saving, including the saving of paper, 
starts with simplification. The enemies of simplification 
are excessive paper work, wasteful practices and useless 
statistics. 

The campaign against these must start from top 
management. Anything less was ineffective, said Mr 
Glenn. Every member of the staff from the board 
downwards must develop the seeing eye and the hear- 
ing ear and must want to question every action and 
every system, the fundamental question being ‘Is it 
necessary?” 
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The main principles which emerged in the simplifica- 
tion carried out by Marks & Spencer were: 


(а) Shun statistics — question the value of all statistics and 
records. Can they be assimilated and used рго- 
ductively? 

(b) Sensible approximation — getting near enough for all 
practical purposes is often more efficient than a 
costly striving after perfection for its own sake. ' 


(c) Use valuable human beings properly — an. efficient and 
contented staff is a great asset. Make sure that 
people are not wasted on purposeless jobs. 


(d) Increase personal contact — communicate as much as 
possible by word of mouth in personal contact. Go 
and see for yourself. ` 

(e) Never legislate for exceptions — keep all standing in- 
structions to the absolute minimum and leave excep- 
tions to the experience and common sense of the 
people on the spot. 


People can be trusted — If this was accepted, many 
costly safeguards can be abolished. Permanent con- 
trol systems can be replaced by spot checking. It 
usually turns out that the losses are less than the cost 
of control. . 


(Р 


Applying the foregoing principles leads to savings, 
said Mr Glenn, but, perhaps more important, there 
is an unexpected dividend in that people work more 
purposefully, and with a greater sense of participation 
in the enterprise. 


Eliminating Paper Work in Hire-purchase 


The final paper of the conference was presented by 
Mr H. Simpson Cook, LL.B., Е.С.1.5., manager, United 
Dominions Trust Ltd, on ‘Eliminating paper work in 
hire-purchase’. 

Mr Simpson Cook said that often safeguards and 
security measures could cost more than the loss it 
was intended to avoid. In this he was in full agreement 
with Mr Glenn. 

Mr Cook’s address may be summarized as follows: 


Careful scrutiny of work and elimination of unnecessary 
processes, so that information necessary to other de- 
partments is maintained without needless ‘frills’; and 
done with a minimum of inter-office traffic. 


Proper apportionment of tasks between individuals and 
departments, so that work is done in proper chrono- 
logical order. This eliminates unnecessary double 
checking of work. 


Careful study of safeguards and security measures to 
ensure that no such measure is used when its opera- 
tion would cost more than the loss which is to be 
avoided. In the United Dominions Trust view this 
was very important and they were constantly watching 


it. I 


Elimination of unnecessary correspondence and the use 
of printed forms and form letters, wherever practicable. 
Keeping letters and memoranda as brief as possible, 
consistent with recording of facts. 


Use of mechanical systems of accounting. Some hire- 
purchase companies, both at home and on the Con- 
tinent, are employing electronic computers to handle 
all accounting processes and follow ups and prepara- 
tion of routine reminders. 


Constant review of all organization methods and systems 
and study of new machines and forms, as these соте 
on the market. 
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Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, т 
the ‘Annotated Tax Cases’. 


Cenlon Finance Co Ltd v. Ellwood 
In the House of Lords — March rst, 1962 


(Before Viscount Simons, Lord Кето, Lord DENNING, 
Lord Morais or Вовтн-ү-Сеѕт and Lord Guest) 
Income tax — Dividend — Paid out of capital surplus — 
To share-dealing company — Whether trade receipts — 
Discovery — Settlement of appeals by agreement — 
Whether additional assessment possible on same issue — 
Taxes Management Act, 1880, section 57 (то) – 
Income Tax Act, 1952, sections 40, 47, 47, 50, 54, 

184, 510. 


The appellant, which carried on a share-dealing 
business, bought, on October 2oth, 1953, all the 
shares in another company for £72,000. This com- 
pany had sold some of its capital assets for cash, and 
the money it thus received was a capital receipt in 
its hands. On October 23rd, 1953, the subsidiary 
company declared a capital distribution of £25,000, 


and that sum was paid to the appellant on November . 


2nd, 1953. On December 4th, 1953, the appellant 
company sold its shares in the other company for 
£27,500. 

-On November rgth, 1954, Schedule D assessments 
were made on the appellant company for 1953~54 
and 1954-55. Notice of appeal was given three days 
later, and the stated ground of appeal was that 
accounts were sent to the Inspector together with a 
tax computation showing £33,200 of dividends from 
United Kingdom companies deducted. This sum was 
made up of the £25,000 and a capital distribution of 


£8,200 received from another company, Abraville- 


Securities Ltd. In response to his request details of 
the £33,200 were given to the Inspector on July 27th, 
1955, and on August 8th he agreed the computation 
and amended the notices of assessment. On Novem- 
ber 24th he sent a notice of assessment under 
Schedule D for 1955-56, which was also in accord 
with the agreed figure of profit. ` 

On June 18th, 1956, a new Inspector informed the 
appellant company's accountants that in his view 
the £25,000 and the £8,200 were trading receipts, 
and he caused additional assessments to be made for 
I953-54 to 1955-56 and a first assessment for 
1956-57. After these assessments had been made, the 
profit of Abraville Securities Ltd, out of which the 
£8,200 had been paid, was assessed, and the Inspector 
abandoned his claim in respect of that sum. 

The Special Commissioners heard appeals against 
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the assessments on the appellant, and they decided 
(1) that the £25,000 should have been included in the 
appellant's Case I assessment; (2) that for 1953-54 
to 1955-56 the new Ínspector had 'discovered' for 
the purposes of section 41 of the Income Tax Act, 


1952. 


` Held (affirming the decision of the Court of 
Appeal): the Special Commissioners! decision was 
correct on both points. 


Rolls-Royce Ltd v. Jeffery 


(Before Viscount Simonps, Lord Кер, Lord 
RADCLIFFE, Lord Morris or BonTH-Y-GzsT and 
Lord Guest) 


In the House of Lords — March 1st, 1962 


Income tax — Trade — Sales of know-how — Whether 
receipts taxable. — 


'The appellant carried on the trade of manufacturing 
and selling motor-cars and the manufacture and sale 
of aircraft engines. For the purposes of the trade the 
company conducted metallurgical research and dis- 
covered and developed engineering techniques and 
secret processes and, generally, accumulated a fund 
of technical knowledge or know-how, only a small 
part of which was capable of being patented. Until 
after 1945 the company turned this. know-how to 
account only in carrying on its own trade; but from 
1946 to 1953 the company made a number of agree- 
ments with foreign Governments and businesses, 
whereby in consideration of a lump-sum payment 
the company undertook to supply the other party 
with drawings and information to enable it to manu- 
facture some types of the company's aircraft engines. 
It was also a part of the contracts that the appellant 
would advise the other party from time to time of 
improvements and modifications in the manufacture 
and design of the engine in question, as and when the 
British Government permitted the appellant to do 
so. The agreement bound the other party to keep the 
drawings and the information secret; and the com- 
pany would receive personnel of the other party into 
its works or buildings with a view to instructing them 
in the construction of the engines. 

It was contended on behalf of the appellant that 
its trade was that of manufacturing motor-cars and 
aircraft engines, and that the sale of know-how was 
not a part of its trade; and that the lump-sum pay- 
ments received under the agreements could not be 
included in the computation of the appellants’ profits 
for tax purposes. It was contended on behalf of the 
respondent that these sums were receipts of a revenue у 
nature of the. respondent’s trade, and should be ' 


„included in computing the profits thereof. The 


Special Commissioners accepted the appellant's con- 
tentions and allowed the appeal. 

Held (affirming the judgment of the Court of 
Appeal): the sums in question were receipts of the 
appellant's trade. 
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THE INSTITUTE OF CHARTERED | 


* ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At spécial and ordinary meetings of the Council held 


` on Wednesday, March 7th, 1962, at the Hall of the 


Institute, Moorgate Place, London EC2, there were 
present: 

Mr P. F. Granger, President; in the Chair; Mr P. F. 
Carpenter, Vice-President; Messrs J. Ainsworth, C.B.E., 
J. F. Allan, W. L. Barrows, T. A. Hamilton Baynes, J. H. 
Bell, H. A. Benson, с.в.в., Sir William Carrington, Messrs 
G. T. E. Chamberlain, D. A. Clarke, J. Clayton, C. 
Croxton-Smith, E. Hay-Davison, W. G. Densem, S. Dixon, 
Sir Harold Gillett, Bt, m.c., Messrs J. Godfrey, G. С. С. 
Goult, L. C. Hawkins, J. S. Heaton, D. V. House, J. A. 
Jackson, H. O. Johnson, W. H. Lawson, c.B.E, H. L. 


. Р Layton, R. B. Leech, M.B.E., Е. М. Macdonald, p.r.c., R. 


McNeil, J. H. Mann, M.B.E., R. P. Matthews, W. Bertram 
Nelson, c.B.z., W. E. Parker, c.B.z., С. U. Peat, м.с., L. W. 
Robson, Sir Thomas Robson, M.B.E., Messrs J. D. Russell, 
R. G. Slack, D. Steele J. E. Talbot, A. H. Walton, F. J. 
Weeks, M. Wheatley Jones, E. F. G. Whinney, J. C. 
Montgomery Williams, R. P. Winter, C.B.E., M.c., E. K. 
Wright, Sir Richard Yeabsley, С.В.Е. 


Election to the Council 


Mr Alfred Gordon Thomas, F.c.a., Sheffield, was 
elected a member of the Council to fill the vacancy 
caused by the resignation of Mr Kenneth George 
Shuttleworth, Е.С.А. · ; 


Statements on Auditing: 
2. Stock-in-trade and Work in Progress 


On thereport of the Parliamentary and Law Committee, 
following consideration of a memorandum submitted 

coy the Taxation and Research Committee, the Council 
nas approved the second of the series of Statements on 

Auditing entitled 2. Stock-in-trade and Work in 
Progress. Copies of the statement will be distributed to 
members on March 15th, 1962, as Supplement No. 10 
to the Members Handbook. Additional copies in book- 
let form may be purchased on application to the offices 
of the Institute, price one shilling per copy (remit- 
tances must accompany orders). 


Overseas Trade Corporations 


The Council authorized the sending of a letter to the 
Chancellor of the Exchequer enclosing a memorandum 


on practical difficulties encountered in the operation of ` 


the overseas trade corporations legislation and also 
requesting the Chancellor to consider again the pro- 
posal made by the Council in its memorandum of 
December 2nd, 1959, that the legislation should be 
extended to embrace trading income from non-resident 
subsidiaries. 


PN 


The Society of Incórporated Accountants 
(in voluntary liquidation) 
South African Special Final Examination 
The Scheme of Integration between The Institute of 
Chartered Accountants in England and Wales and The 


1 The Statement will be reproduced in next week's issue. 


Society of Incorporated Accountants provided that 
the Special Final examination of the Society held in 
South Africa and in Southern Rhodesia should be held | 
until December 1967, ‘if and so long as the Council 
of the Institute considers it necessary and practicable 
to do зо’. The examination, which was conducted by 
the Society for many years in May and November 
annually, may be taken only by those former students 
of the Society who registered with the Institute as a 
result of the Scheme of Integration; no other person is 
eligible. 

The Council of the Institute has decided that from 
May 1962, the examination will be held in May only 
of each year, subject to its right under the scheme to 
discontinue the examination before 1967. 

Any former student of the Society who registered 
with the Institute under the Scheme of Integration 
and who has not received a communication incorporat- 
ing the foregoing information is invited to write to 
the Secretary of the Institute, Moorgate Place, London 
EC2. 


Registration of Articles 


The Secretary reported the registration of 308 articles 
of clerkship during the last month, the total number 
since January Ist, 1962, being sos. 


Admissions to Membership 


The following was admitted to membership of the 

Institute: 

§Thirsk, Bryan Edward, A.S.A.A., a1962; 28 South Road, 
Weston-super-Mare. 


Fellowship 


'The Council acceded to applications from fifteen 
associates to become fellows under clause 6 of the 
supplemental Royal Charter. 


Incorporated Accountant Member becoming 
an Associate 


The Council acceded to an application from the 
following incorporated accountant member for election 
as associate under clause 6 of the scheme of integration 


а indicates the year of admission to the Institute. 

aS indicates the year of admission to The Society of 
Incorporated Accountants. 

$ Means ‘incorporated accountant member’. 

Firms not marked t or * are composed wholly of members 
of the Institute. 

+ against the name of a firm indicates that the firm though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or another of the three Institutes of chartered account- 
ants in Great Britain and Ireland. 

* against the name of а: firm indicates that the firm is not 
wholly composed of members of one or another of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. Š 
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referred to in clause 34 of the supplemental Royal 
Charter: 


Price, Philip John, А.З.А.А., a1959; with Butterworth, 
Jones & Co, 7 Castle Street, Bridgwater, Somerset. 


F.S.A.A. 


The Council acceded to an application from an 
incorporated accountant member A.S.A.A. to use the 
letters F.S.A.A. under clause 4 (5) of the scheme of 
integration referred to in clause 34 of the supplemental 
Royal Charter. 


Members Commencing to Practise 


The Council received notice that the following mem- 
bers had commenced to practise: 


Abbott, Stephen Christopher Lee, Е.С.А., 21048; Wenn, 
Townsend & Co, зо St Giles’, Oxford, and at Abingdon 
and Cirencester. 

Adam, Cyril Louis Ignatius, A.C.A., 41958; Edward Moore 
& Sons, Thames House, Queen Street Place, London 

4. 

Adams, Hubert Theodore, A.C.A., 451954; *Kilby, Fox & 
Co, Drury Chambers, Market Square, Northampton. 
Ball, Thomas, A.C.A., aS1952; 8 Athole Grove, Southport. 
Bamford, Kenneth James William, Е.С.А., 21939; John E. 
Bamford & Co, New Eldon Chambers, 50 Cherry Street, 

Birmingham 2, and at Exmouth and Handsworth. 

Bartlett, Anthony Henry Peter, B.A., A.C.A., a1958; H. 

. Bartlett & Co, 49 Queen Victoria Street, London EC4. 

Beaver, David William, F.C.A., a1951; David Beaver & Co, 
P.O. Box ro, Southport 

Bennett, Derek Clinton, A.C.A., а19бо; H. F. Adams & 
Co, and E. Woolley & Co, Dilworth House, 190 Broad 
Street, Birmingham 15. 

Biswas, Nani Gopal, А.С.А., 21958; N. G. Biswas & Co, то 

- Steyning Way, London N12. 

Blech, Neville Franklin, A.C.A., 41959; Neville F. Blech & 
Co, 133 Sandhurst Road, London NWo. 

Boxall, Eric Richard, A.C.A., 2591953; 103 Albury Drive, 
Pinner, Middx. | 

Carter, David Alan, А.С.А., a1961; D. Alan Carter & Co, 
4 Blenheim Street, New Bond Street, London Wr, and 
27 Claire Court, Woodside Avenue, London N12. 

Clowes, Richard Norris Thyne, A.C.A., a1960; Hines & 

` Clowes, Atlas Chambers, Lloyds Avenue, Ipswich. 

Collier, Peter, a.c.a., a1958; H. Heywood & Co, Martins 
Bank Chambers, Park Green, Macclesfield. 

Cornwell, Richard John, А.С.А., a1960; R. J. Cornwell & 
Co, 99 Chartridge Lane, Chesham, Bucks. - А 

Coulter, John David, a.c.a., 21959; Peter Windle & Co, 
117 Hagley Road, Edgbaston, Birmingham 16. 

Cox, David Richard, a.c.a., a1960; Hull Daily Mail Build- 
ings, Jameson Street, Hull, and at Cottingham. 

Cruse, Robert James, А.С.А., 41958; Taper, Biggs & Со, 
57 Palace Avenue, Paignton, Devon. 

Down, Michael Kennedy, А.С.А., a1955; Edward Moore & 
Sons, Thames House, Queen Street.Place, London EC4. 

Frankland, Timothy Cecil, A.c.A., a1957; f Binder, Hamlyn 

`  & Co, r21 Queen Victoria Street, London ЕСА, and at 
Manchester. 

Garden, John Anthony, А.С.А., 41957; *Saphir, Marks & 
Co, Berkeley Court, Baker Street, London NWr. 

Grove,-Peter Hulbert, A.C.A., 41958; J. Hulbert Grove & 
Co, 9 Cavendish Square, London W1. 

Harrison, John, 8.A.(COM.), A.C.A., 41958; Robert Archer $ 
Co, and E. W. Walker & Son, Hollins Chambers, 644 
zo Street, Manchester 3; also at Hyde, Robert Archer 

о. : 

Haydon, Terence William, A.C.A., aS1955; 63 Marlborough 
Road, Bexleyheath, Kent. 

Hill, William, А.С.А., 21952; Sydenham, Snowden, Nicholson 
& Co, 27 Martin Lane, Cannon Street, London EC4 
and at Hereford. 
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Holmes, David Gerald, A.C.A., 41958; Gerald Holmes & Co 
1 Seaton Avenue, Mutley, Plymouth. 

Hughes, Peter Brian, A.C.A., 31959; Lacy, Watson & Co, 
85 St Petersgate, Stockport. 

Jackson, Kenneth, a.c.a., aS1955; 40 Olive Crescent, 
Sheffield 12. 

Lankester, Eunson John, r.c.4., a1950; А. C. Palmer & Со, 
Barclays Bank Chambers, College Street, Rushden, 
Northants, 

Lawson, Kenneth, a.c.a., а1961; K. Lawson & Co, Main 
Road, Leverton, near Boston, Lincs. 

Lever, Thomas James, a.c.a., a1961; T. J. Lever & Co, ` 
4 Granville Park, Lewisham, London SE13. - 

Locke, Keith Harry, A.C.A., а51956; *Kilby, Fox & Co, 
Drury Chambers, Market Square, Northampton. 

MacIntyre, Robert Hamilton, A.C.A., 41956; MacIntyre 
Hudson & Co, Craig’s Court House, 25 Whitehall, 
London SW1, and at Bedford. 

Nelson, Bryan Hedley, A.C.A., a1960; L. E. Arrowsmith & 
Co, 23 Northumberland Square, North Shields. 

Popplewell, Alfred, F.c.a., a1914; Popplewells, 'Bracken- 
dale’, Liglitwood Road, Buxton. 

Porter, William Thomas, A.C.A., а51923; 23 Coach Road, 
Warton, Carnforth, Lancs. 

Potter, Terence John, A.C.A., a1960; Whitmarsh, Hore & 
Creedy, x Market Street, Tavistock, Devon, and at? 
Launceston, Whitmarsh,.Hore & Chadder. 

Priestley, John, Е.С.А., 21948; бо Bridle Road, Pinner,. 
Middx. : 

Pugh, Dillwyn James, A.C.A., а1960; Alfred S. John & Co, 
29 Gelliwastad Road, Pontypridd. - 

Secker, Anthony Ian, a.c.a., a1960; H. F. Adams & Co, and 
E. Woolley & Co, Dilworth House, rgo Broad Street, 
Birmingham 15. ` A 

Shadrake, Donald Clive, A.C.A., 251956; 9/10 Ye Corner, 
Chalk Hill, Oxhey, Watford, Herts. 

Shankland, David, A.C.A., a1960; Alfred Shankland & Sons, 

8 Park Grove, Cardiff, and at Barry. 

Shannon, Martin John, A.C.A., 21958; Littleboy, Gillett & 
Co, and Hay McDonald & Co, 7 George Road, Edgbaston, 
Birmingham 15. 

Siddons, Ernest George, A.C.A., a1960; 150 Clarence Road, 
Four Oaks, Sutton Coldfield. 

Smith, Alfred Thomas, А.С.А., а1961; A. "T. Smith, 
Wainwright & Co, 463 St Helens Road, Bolton, and at 
Royton, 

Stratton, John Herbert, Е.С.А., 41934; Laurel, Bank,» 
Wedmore, Somerset. : 


. Trepte, Paul Norman, А.С.А., 21959; 5D Oxford Gardens, 


Ladbroke Grove, London Wio. 

Tunbridge, Frederic William, A.C.A., 41954; Harvey Preen 
& Co, Council Chambers, 109 Colmore Row, Birmingham 
3, and at Bristol; also at London, Harvey Preen & Co, 
and Arthur D Saward & Со; Stratford-on-Avon, 
Newland & Co, and Yeovil, Harvey Preen & Co, and 
W. Т. & L. Walters. 

Walker, Colin Howard, M.A., A.C.A., a1959; Lawson & 
Walker, Cheapside Chambers, 43 Cheapside, Bradford 1. 

Webb, Lawrence Albert, F.c.a., a1951; Luff, Smith & Co, 
Drayton House, Gordon Street, London У/Ст, and at 
14 Ringwood Avenue, Finchley, London N12. 


Admission to Membership under the 
Scheme of Integration 


'The Council acceded to an application for admission 
to membership of the Institute under clause 4 of they. 
scheme of integration referred to in clause 34 of the' 
supplemental Royal Charter. . 


Change of Name 


'The Secretary reported that the following change of 
name has been made in the Institute's records: 


Gerald Arthur Smith to Gerald Arthur Carey-Smith. 
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> Smallfield, Horley, Surrey. » Hugh Edward Hughes, F.c.a., Liverpool. 
` Henderson, Robert Douglas, B.A., F.C. А., 41936; 19 Com- > George Robert Lowe, F.c.A., London. 
payne Gardens, London NW6. » James Cecil Luckin, F.c.a., Chelmsford. 
Round, Timothy Peter, a.c.a., a1955; c/o Global Tours » John Ormerod Melrose, r.C.A., Southport. 
(Aust. ) Pty. Ltd, Melbourne, Australia, i » John Lawrence Milligan, r.c. A, Overton, Hants. 
» David Leslie Milne, Е.С.А., New York. 
. » Christopher Charles Paus, . F.c.A., London. 
we ` Deaths of Members + Pea it hd Roberta са, Surbiton, т 
; : В 5 , Jo ees Smith, F.c.a., Market Harborough. 
Dc Mun Iu ud EU eges пао Ас аза ВЯ s 
OF ne Geaths OC the о ns members: » Arthur Robert Tyler, F.c.a., East Grinstead. 
Mr Edgar Charles Anderson, M.B.E., Е.С.А., Bramhall. » George William Welch, F.c.a., London.. 
» Clive Gault Benson, B.A., F.c.A., Montreal. » Walter Trafford Williams, r.c.A., Leigh-on-Sea. 
FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
— Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
А to bye-law 103 of the bye-laws appended to the supplemental Royal Charter оў December 2Ist, 1948, at 
m | hearings held on January той, 1962. 
A formal complaint was preferred by the Investiga- Disciplinary Committee of the Council that Redmond 
tion Committee of the Council of the Institute to the Bruce Gallagher being a clerk under articles to a 
Disciplinary Committee of the Council that Aubrey fellow of the Institute was convicted at the General 
Charles Gee, Е.С.А., was by an Order of the High Quarter Sessions for the City-of Birmingham held on 
Court of Justice dated October 2oth, 1961, adjudicated September 4th, 1961, on Indictment for that he оп а - 
bankrupt, so as to render himself liable to exclusion ог day between January 9th and April 6th, 1961, with 
suspension from membership of the Institute. The intent to defraud forged a railway season ticket avail- 
Committee found that the formal complaint against able for travel between Birmingham and Leamington 
Aubrey Charles Gee, F.c.a., ћад been proved and the Spa and also on April 6th, 1961, did utter the said 
Committee ordered that Aubrey Charles Gee, ¥.c.a., railway season ticket, so as to render himself liable 
` of Flat 1, 24 Hyde Park Square, London W2, be to be declared unfit to become a member of the 
excluded from membership of the Institute. Institute. The Committee found that the formal com- 
plaint against Redmond Bruce Gallagher had been 
. | proved and the Committee ordered that Redmond 
-^ A formal complaint was preferred by the Investiga- Bruce Gallagher, a clerk under articles, of The Chase, 
tion Committee of the Council of the Institute to the Blackdown, Leamington Spa, be reprimanded. 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter ој December 2151, 1948, 
at hearings held on January 4th, 5th and 29th, and February 7th, 1962 
А formal complaint was preferred by the Investigation organization and administration offers its services by 
Committee of the Council of the Institute to the advertising, so as to render himself liable to exclusion 
Disciplinary Committee of the Council that Anthony ог suspension from membership of the Institute. 
Henry Lloyd, F.c.a., had been guilty of acts or defaults "Тһе Committee found that the formal complaint 
discreditable to a member of the Institute within the against Anthony Henry Lloyd, F.c.a., had been proved 
meaning of sub-clause (3) of clause 21 of the supple-. and the Committee ordered that Anthony Henry 
mental Royal Charter in that he was employed by an Lloyd, F.c.a., of 139 Stanley Park Road, Carshalton 
organization which in its business as consultants or Beeches, Surrey, be excluded from membership of the 
advisers in management, costing methods and business Institute. 
$ MEMBERS’ LIBRARY 
: The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
4- by purchase and gifts are the following: 


Resignations 


The Council accepted the resignations from member- 
ship of the Institute of: 


Barrett, Charles William, F.c.a., 2.51927; 6 Orchard Road, 


The Accounting Concept of Profit: an analysis . . . of the 
economic theory of income and capital; by P. Hansen. 
Kobenhavn. 1962. (Einar Harcks Forlag, presented.) 

The Accounting Treatment of Work in Progress with 
Particular Reference to Long-term Contracts; by R. R. 
Anderson. (Johannesburg). 1962. (Transvaal Society of 
Accountants, presented.) 

The American System of Practical Book-keeping ...; by 
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Mr James Alfred Chapman, F.c.a., Newport. 

Horace Claude Dawson, F.c.a., London.  . 

PER Thornton Dibb, B.COM., F.C.A., Pietermaritz- 
urg. 

» Richard Dixon, F.C.A., Taunton. 


J. A. Bennett: twenty-fourth edition. New York. 1846. 
(Bonset, 345 1d.) 

Book-keeping and Accountancy for ‘Solicitors; by P. 
Harrison and А. G. Hillman: second edition. 1962. 
(Butterworths, 505.) Ç 

Cash Flow Analysis for Managerial Control: research report 
No. 38. (National Association of Accountants). New York. 
1961. (N.A.A., $2.) 
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The Challenge of World Trade. (Canadian Institute of 
Chartered Accountants). Toronto. 1962. (C.I. of C.A., 

* presented, $2.) 

Data Processing Annual: punched card and computer 
applications and reference guide. (Gille Associates). 
Detroit. 1961. (G.A., 1325.) 

Тће Elements of Income Tax and Profits Tax Law; by 
C. N. Beattie: fifth edition by C. N. Beattie and K. 
Wedmore. 1962. (Stevens, 355.) . š 

Experience with Return on Capital to Appraise Manage- 
ment Performance: a summary of practice. (National 


Association of Accountants). Accounting Practice Report 


No. 14. N.A.A. Bulletin, section 3. February 1962. 

The Export Trade: the law and practice of international 
trade; by C. M. Schmitthoff: fourth edition, 1962. 
(Stevens, 6ss.) 

Factory Code Book . . . тобо. (Marshall Sons & Co). 1960. 

'The Growth of Public Expenditure in the United Kingdom; 
by А. Т. Peacock and J. Wiseman. 1961. (O.U.P., 30s.) 

Income Tax Principles; by H. A. R. J. Wilson, F.C.A., and 
K. асган fifth edition. 1962. (H.F.L., presented, 
125 6d. 

Investment and Growth Policies in British Industrial 
Firms; by T. Barna. Cambridge. 1962. (C.U.P., 12s 6d.) 

The Law of Real Property; by R. E. Megarry and H. W. R. 
Wade: second edition. 1959. (Stevens, 755.) 
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Management Aids for the Smaller Company. (Canadian 
Institute of Chartered Accountants). Toronto. 1962. 
(СЛ. of C.A., presented, $2.) 

Management Principles: a primer for directors and potential 
directors; by W. Puckey. 1962. (Hutchinson, 215.) 

Maxwell on the Interpretation of Statutes; by P. B. Maxwell; 
eleventh edition by R. Wilson and B. Galpin. 1962. 
(Sweet & Maxwell, 705.) 

The Organization from Within: a comparative study of 
social institutions... ; by С. Sofer. 1961. (Tavistock 
Publications, 25s.) 

Paterson’s Licensing Acts; by J. Paterson: seventeenth 
edition by J. N. Martin. 1962. (Butterworth, gos.) 

Post-war Investment Location and Size of Plant; by P. S. 
Florence. Cambridge. 1962. (C.U.P., 125 6d.) 

Principles of the Law of Damages; by H. Street, 1962. 
(Sweet & Maxwell, 63s.) 

Slater’s Mercantile Law; by J. A. Slater: fourteenth 
edition by Lord Chorley and O. C. Giles. 1961. (Pitman, 
305.) 

U.S. Master Tax Guide for...1962 tax planning. 
ono Clearing House). New York. 1961. (C.C.H., 
265, 

Volledige handleiding tot het dubbel of Italiaansche 
Koopmansboekhouden...; by J. F. Fleischauer.. 
Amsterdam. 1838. (Bonset, 345 1d.) E 


* 


.Diamond Jubilee Dinner 
Nottingham Society of Chartered Accountants 


The diamond jubilee dinner of the Nottingham 
Society of Chartered Accountants was held at the 
Sherwood Rooms, Nottingham, on March 7th, with 
Mr E. Cross, F.c.a., President of the Society, in the 
chair. Among the 500 members and guests present were: 


Mr P. F. Granger, F.c.a., President of the Institute; Sir 
Geoffrey Barnett; Sir Harold Howitt, с.В.Е., р.5.0., M.C., 
D.C.L., LL.D., D.L., F.C.A.; His Honour Judge Sir Henry 
Braund; Mr L. T. Rouse, H.M. Inspector of Taxes; 
Professor F. A. Wells, O.B.E., B.SC.(ECON.), PH.D.; Mr P. Е. 
Carpenter, Е.С.А., Vice-President of the Institute; Mr Т. 
Moore, Chief Constable of Nottingham; Mr T. J. Owen, 
Town Clerk of Nottingham. 


Memorable 


"Your role in the future will be even greater than in 
the past, and that is what makes this golden year dinner 
so memorable tonight,’ said Judge Sir Henry Braund, 
proposing the toast of “The Nottingham Society of 
Chartered Accountants and its President'. He went on: 


“In 1903, thirty-five strong and virile chartered account- 
ants met in this city to hold the first annual dinner of this 
Society. They faced a programme which consisted of nine 
courses, nine songs and musical skits, and twelve speeches. 
Don't think I'm complaining. There have only been seven 
tonight, including cheese and some other items. But I 
simply could not imagine what twelve chartered account- 
ants, who were not even qualified for the bar, could have 
found to say to each other in twelve separate speeches. 
(Laughter.) 


Mr Cross responded to the toast and then presented 
а ciné camera and equipment to Mr Thomas Ashton, 
F.C.A., who recently retired as Secretary of the Society. 


Professional Integrity 


Sir Geoffrey Barnett proposed the toast of “The 
Institute of Chartered Accountants in England and 


Wales’. Accountancy, he said, was a most respected 
profession —'it advises on spending and fights in- 
flation'. He continued: 


‘I have a very great regard and respect for the Institute. 
It has become a hall-mark of professional integrity in this 
country and throughout the world. We may be a small 
country, but we contribute much to business in the world, 
and nobody contributes more to this business than the 
accountancy profession. The community owes much to its 
members. MT 

‘I have to pay homage to your President. He has a great > 
weight of responsibility in guiding your Institute of which 
he has been such a true son, and guiding it to greater 
strength so that it is regarded as a symbol of integrity and 


honesty throughout the business world.’ 


Development of the Nottingham Society 
In the course of his response, Mr Granger said‘ 


“In a way the development of the Nottingham Society is 
a microcosm of the development of the Institute. We have 
the men who took the lead in the early 1900s. H. E. 
Hubbart, Robert Mellors, S. P. Derbyshire and the first 
secretary, W. R. Hamilton, whose name will be remembered 
by one of his ex-articled clerks tonight. With the exception 
of W. R. Hamilton, all these three first Presidents are com- 
memorated in the names of their firms which are in exist- 
ence today. Going a little further on we have Durose, 
Leman, J. N. Derbyshire, Robert Rhodes, Stanley Blythen, 
and one who has recently left us, Sir Charles Pain. 5 

“It may interest you to know that Robert Rhodes inp 
January 1879 was earning £i per week and he must have 
been doing well because he got a 4s rise on February 8th. 
Similarly, S. P. Derbyshire was in receipt of 20s per week 
but there must have been doubts about him because he 
was put up (in the wages book) to 28s and then crossed off 
back to 24s. Round about this time there is recorded the 
payment of 5s per week for thirteen weeks to one Nightingale 
Derbyshire. 

*Going a little further back, to 1850, I find in Robert 
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Mellors’ account book that at the age of 15 he started 
his working life by buying a cup and saucer for 144, a 
sugar box and comb for 244, the Family Herald for за, and 
acid drops and an orange for 13d; his lodgings and sundries 
cost him rather less than 2s 6d per week. His total expenses 
from March 18th, 1850, to March гаћ, 1852, were 
£15 7s 101d and against this he received £3 18s in wages 
and {11 7s 1084 from his father. So much for the early 
days of a young man 112 years ago... 

‘I must now apologize for sounding egotistical but 
without the constant help and support that have been 
afforded to me by members of this Society, in full measure, 
I could not have been here as President today. I cannot 
say more than "thank you" for constant help when Í was 
secretary in the early thirties, and President of the Notting- 
ham Society, and over the last twelve years or so as your 
Council member. No one could have had more loyal 
support.' (Applause.) 
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Sir Harold Howitt, who proposed the toast of “The 
Guests’, mentioned that he entered articles two years 
after the formation of the Nottingham Society in 
1902, and said it was a great joy to attend the dinner 
*back on my old native ground of Nottingham of which 
I’m so proud’. у . 

Mr Г. Т. Rouse, responding, said that all over the 
country relations between chartered accountants and 
inspectors of taxes were good, and added: “But I can 
say most sincerely that in no place I have been have 
relations been better between the profession and the 
Revenue, than in Nottingham.’ 

Mr John Hill, presenting a silver salver to Mr 
Granger, referred to bis great work for accountancy in 
the area and now he had reached 'the highest honour 
of his chosen profession’. 

'The evening ended with a toast to Mrs Granger. 


· Responsibilities of the Professional Man 


Birmingham Chartered Accountants’ Annual Dinner 


А professional man's only justification for existence 
is that he should serve the community, and the 
better his background, the greater should be his 
responsibilities, said Mr Frank Blennerhassett, a 
Birmingham barrister, at the annual dinner on March 
8th of the Birmingham and District Society of Char- 
tered Accountants. The President of the Society, 
Mr C. J. Mason, Е.С.А., was in the chair and there was 
a very large attendance. у 

Proposing the toast of "The Institute of Chartered 
Accountants in England and Wales’, Mr Blennerhassett 
said that the phrase 'the. future and health of the 
Institute’ could be and should be much more than a 
meaningless convention. 'The object of the Institute, 
he said, was to encourage all that was finest in profes- 
sional life and condemn all that was bad. ‘On that 
fundamental principle, on which the existence of your 
Institute depends, I should like to dwell for a moment,’ 
he went on. 

*Your Institute will not this year be the same as it was 
last year. It will be a little bit better or a little bit worse. 
Whether it is better or whether it is worse depends only 
to a limited extent on the officers who govern the Institute, 
because no institute can be better than the sum of all the 
individual members. It is right that we should think of it 
not as some body to which we owe allegiance, but аз a body 
which is the culmination of the individual members. 

"Ihe only justification a professional man has for his 
existence is that he serves the community of which he is a 
member. I feel that because of his background and the 
opportunities that may have arisen for him in life, he 
probably owes a greater duty and has a heavier responsi- 
bility to the community than the man whose circumstances 
have been otherwise. 


Challenging Age 

"We live in an age in which our standard of living has 
never been higher. We should ask ourselves whether we 
have raised the standards by which we are living. I don't 
know of any time in history when it was more important 
than it is now to seek out and hold on to those things 
which matter most in life. 

*In this day and age, most people seem impotent, unable 
to do anything about the course which events are taking. 
They feel that the weight of their opinion is so small that 


they can make no contribution. We in this country feel that 
we are living in a time in which we are no longer taking a 
leading part in world affairs. That is no reason why we 
should lower our standards of honesty and integrity, or 
lower our standards of industry and justice. The circum- 
stances in which we live should, rather, be a challenge. We 
should appreciate the tremendous influence we can bring 
to bear if we make the effort to do so." 


Wide Fields 


‘Replying, Mr P. F. Granger, F.C.A., President of the 


Institute, said that one of his jobs as he went up and 
down the country was to talk to the students. He 
thought Birmingham was fortunate in having a first- 
class group of young men coming along; some 200 of 
them had been very impressive in a recent 'free-for- 
all’ discussion. Continuing, he said: 


*I would like to make some remarks about this Institute 
of ours and the members of it. We are now some 35,000 in 
number and the members impinge on all aspects of life — 
business, professional, civic, Government and otherwise. 
So wide are the fields of our activity today that the 
problem for the young man or woman after qualifying is 
to know what line of country to enter. He or she can 
remain in the profession for one year or so, or for good; or 
elect for industry or business, or Government service, or 
go abroad. The point I am making is that our qualification 
has world-wide significance, but as in all walks of life, 
there is a debit for every credit, and therefore the possession 
of it carries its responsibilities. We are, in whatever 
capacity we earn our daily bread, dedicated to facing facts 
and from those facts, if linked with values, it is our job to 
give the true and fair view. It is not always easy to find 
the truth, as we all know, but it is our job as members of a 
great profession and Institute to find it if we can, at what- 
ever cost. : 

‘In order to carry out our job, particularly in view of 
the prospect of the Common Market, we must recruit the 
very best young men and women we can get, and this means, 
I suppose, that as more and more of the abler element go 
to the universities, we must — and it is essential that we 
should — recruit more and more from there. In so doing I 
am aware that we are competing with all other employers 
who want the best. At the moment we are recruiting some 
3,000 articled clerks per annum, but the proportion from 
the universities is not as high as we should like it to be.’ 
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Mr Granger went on to refer to the committee 
recently formed to look into the whole question of 
relations with the universities, and said that the com- 
mittee had already started on its work. He stressed 
that there was no foundation in the idea that the 
Institute was not interested in graduates as articled 
clerks. 


Valuing Stock-in-trade 


Turning to the valuation of stock-in-trade, Mr 


Granger said: 

‘One of our problems, and it is a general problem, 
relates to the valuation of stock-in-trade and work in. pro- 
gress. We cannot obtain a true and fair view of profit with- 
out considering in some detail the quantity and basis of 
valuation of stock both at the beginning and end of the 
accounting period. The Council is about to issue as one of 
our series of statements on auditing, that relating to stock- 
in-trade-and work in progress. I hope all members will 
take due note of what is written. It is not an easy problem 
and of course the Revenue are concerned as well. We have 
taken a great deal of trouble and there has been much 
heart-burning over the document. 


Continuing, the President said that the past year 
had been a ‘lively period’ for the Institute, and said: 
tAt the present time we are considering the report of the 


Parker Committee on Education and 'Training for the 
Profession and also we are just getting in the reports from 
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the district societies on the problems of the small prac- 
titioners. I would like to pay my tribute to the self-effacing 
work which has been carried out by the presidents, com- 
mittees, sub-committees and secretaries of the district 


societies in dealing with these reports. We have, at Moor- , 


gate Place, received a lot of information which the District 
Societies Committee will have to consider and then the 
Council: I am very hopeful that arising out of this inquiry, 
our members (and wherever, and however remote they 
are, they are our members) will feel that we are doing our 
best at headquarters to see that we can help them." 


In conclusion, Mr Granger spoke of the appeal 
being made on behalf of the Chartered Accountants' 
Benevolent Association by Sir William Carrington, 
F.C.A., President of the Fund. 'I do hope all members 
will take notice of this appeal and subscribe,' said 
Mr Granger. ‘Our scale of relief is what is appropriate 
and right for a great profession like ours but it can 
only be maintained if the members assist us.’ 

'T he toast of 'Our Guests' was proposed by Mr C. J. 
Mason, and Professor А. L. d'Abreu, O.B.E., CH.M., 
F.R.C.s., Dean of the Faculty of Medicine at Birming- 
ham University, responded. 

'There was a new departure this year in that the toast 
of "The City of Birmingham' was given and acknow- 


ledged only formally. It was proposed by Mr Mason, ` 


and the Lord Mayor, Alderman Eric E. Mole, O.B.E., 
J.P., replied. 


Notes and Notices 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


The annual meeting of the Board of Governors of The 
Chartered Accountants’ Benevolent Association will be 
held at 55 Moorgate, London EC2, at 2.15 p.m. on 
Wednesday, March 28th. 


PROFESSIONAL NOTICES 


Messrs D. W. Coates, West, Grimwoop & Co, 
Chartered Accountants, of London, Cardiff and 
Swansea, announce with deep regret the death, on 
March 13th, of Mr W. P. GRIMWOOD, F.C.A., who has 
been one of their senior partneis since the formation 
of the firm. 


Messrs Ernest T. Kerr & Co, Chartered Account- 
ants, of Birmingham, announce that Mr С. В. Cooke, 
F.C.A., is retiring from the firm, which will be carried 
on under the same name by Mr E. LORD, F.c.a. 


Messrs LuckiN & SHELDRAKE, Chartered Accoun- 
tants, of Waterloo Chambers, Chelmsford, regret to 
announce the death, on March 3rd, of Mr James СЕси, 
LuckIN, Е.С.А., who had been a partner in the firm 
since July Ist, 1907. 


Appointments 


Mr D. Н. A. Down, F.c.a., has been appointed to 
the board of Godfreys Ltd. 


Mr A. R. H. Mullett, F.C.A., has been appointed a 
director of Midland Bright Drawn Steel and Engin- 
eering Co Ltd. 


Mr Victor S. Smith, А.А.С.С.А., accountant to the 
Royal Dublin Society since 1945, has been appointed 
registrar of the Society. 


Mr J. А. Soar, F.C.A., has been appointed financial 
director of Gilbarco Ltd; he continues as company 
secretary. 


DOCTORS' AND DENTISTS' REMUNERATION 


Chartered Accountant Appointed a Member of 
Review Body 


Sir Archibald Forbes, G.B.&., C.A., has been appointed 
a member of the Review Body which is to advise the 
Government on the remuneration of doctors and 
dentists. Mr J. Н. Gunlake, C.B.E, Е.5.5., F.LS., 
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President of the Institute of Actuaries, has also been 
appointed a member. 

Тће Review Body, which is under the chairmanship 
of Lord Kindersley, has been set up by the Government 
in accordance with the recommendations of the Royal 
Commission, under: Sir Harry Pilkington, on the 
remuneration of doctors and dentists. 


EASTERN TOUR 


Mr Percy F. Hughes, Editor-in-chief of The Accountant, 
and Chairman of Gee & Co (Publishers) Limited, accom- 
panied by Mrs Hughes, has recently returned from a 
visit to Israel, 
Iran, Pakistan, 
India and Cey- 
lon, having met 
accountants 
and Inland 
Revenue 
officers in those 
countries. 

Mr Hughes 
discussed with 
officials of the 
V & f1o0 us 
accountancy 
bodies the par- 
ticular prob- 
lems that are 
faced by the 
profession 
abroadandgave 
a number of 
lectures in 
India. In particular he was asked to inaugurate a 
refresher course for accountants in Calcutta and gave 
the opening address on the subject of The Accountant 
Annual Awards. In Madras he spoke to members of 
'The Institute of Chartered Accountants of India in 
that city and visited premises which on completion 
will be occupied by the South Eastern Region of The 
Institute of Chartered Accountants of India. Among 
leading members of the profession in Madras, Mr 
Hughes met Mr P. Brahmayya, Vice-President of the 
Indian Institute, and Mr S. Viswanathan. In Bombay 
Mr Hughes was privileged to meet Mr S. N. Desai, 
President of The Institute of Chartered Accountants 
of India, and Mr N. Mody, a Past-President of the 
Indian Institute. He met also Mr B. L. Shah, of 
Charles Lambert & Co, the leading accountancy book- 
sellers in India; our photograph shows Mrs Shah 
presenting a garland of roses to Mr Hughes. 

Later, Mr Hughes travelled to Pakistan and in 
Karachi attended a reception given by Mr I. B. Wilson, 
F.C.A., Chairman of the Karachi Regional Committee, 
The Institute of Chartered Accountants of Pakistan, 
at which he met a number of practitioners both 
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A flower garland welcome for Mr Hughes on 
his arrival in Bombay. 
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European and Pakistani, including members of the 
Council of The Institute of Chartered Accountants of 
Pakistan. He also visited Colombo, where he had dis- 
cussions with the Income Tax Committee of the 
Ceylon Chamber of Commerce. 

On the outward journey, Mr Hughes met Dr Aaron 
R. Rojansky, President of the Association of Certified 
Public Accountants in Israel, and in Tehran he dis- 
cussed the state of the accountancy profession in Pe.sia 
with leading members of the profession there; he also 
had a meeting with representatives of the Central 
Board of Finance. 


REPORT ON MONOPOLIES AND 
RESTRICTIVE PRACTICES ACTS 


The Board of Trade’s annual report on the operation 
of the Monopolies and Restrictive Practices Acts, 1948 
and 19531, was published this week. The report in- 
cludes a summary of the work and expenditure of the 
Monopolies Commission during 1961. 


APPOINTMENT OF ASSISTANT OFFICIAL 
RECEIVER 


Mr Francis Durkin has been appointed an Assistant 
Official Receiver for the Bankruptcy District of the 
County Courts of Newcastle upon Tyne, Carlisle, 
Durham, Sunderland and Workington and Cocker- 
mouth; and also for the Bankruptcy District of the 
County Courts of Stockton-on-Tees, Darlington, 
Middlesbrough and Scarborough. The appointment 
took effect on March 12th, 1962. 


INTERNATIONAL FISCAL ASSOCIATION 
Mitchell B. Carroll Prize 


The International Fiscal Association which has as its 
object the study of international fiscal law, and which 
instituted the Mitchell B. Carroll Prize awarded 
annually for the best monograph submitted, has 
announced that the award will now be open not only to 
candidates dealing with a special subject set each year 
by the Association, but to all those whose work, 
whatever its actual subject, makes a theoretical or 
practical contribution to the study of the effects of 
taxation, whether it concerns the effects of inter- 
national taxation or comparative tax laws. 

The prize is to be awarded for a typewritten or 
printed paper devoted to international taxation or 
comparative tax law. In even years (1962, 1964, etc.) 
it will be awarded for a work of a legal nature and in 
odd years (1963, 1965, etc.) for one of an economic 
character. All persons under 35 years of age on July 
31st of the year in question may compete, whether or 
not they are members of the Association. 

'The closing date for entries, which should consist 
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of seven copies, is April rst. Further details about the 
prize may be obtained from the General Secretariat 
of the Association, Nationale Handelsbank Building, 
250 Singel, Amsterdam, Netherlands, or from the 
secretary of the United Kingdom Branch, Mr D. L. 
Main, r.c.4., 9 Basinghall Street, London ЕС2. 


NORTH YORKSHIRE AND SOUTH DURHAM 
CHARTERED ACCOUNTANT STUDENTS' 
SOCIETY 


First Annual Dinner 


The first annual dinner of the North Yorkshire and 
South Durham Chartered Accountant Students’ 
Society was held on March 2nd at the Corporation 
Hotel, Middlesbrough. The President of the Society, 
Mr R. W. Swinbank, F.c.a., presided over the com- 
pany of more than one hundred members and guests 
who included Mr C. U. Peat, M.c., M.A., F.C.A., a 
member of the Council and a Past-President of The 
Institute of Chartered Accountants in England and 
Wales; Mr J. H. Elringham, M.B.E., T.D., B.COM., 
F.C.A., President, North Yorkshire and South Durham 
Branch of the Northern Society of Chartered Account- 
ants, and representatives of the Northern and Cumber- 
land Students’ Societies. 

Mr Peat, proposing the toast of the Society, said 
that the students’ society could exercise great power 
by advancing ideas to improve the profession and help 
recruitment. Our work is always expanding, he con- 
tinued, and we are moving into exciting new fields, 
particularly in the realm of management accounting. 

During the course of the evening Mr Peat presented 
the Peat Prizes in respect of the Institute’s examina- 
tions held in November 1960 and May 1961 to Messrs 
G. R. Belshaw, J. H. Murray, R. Peacock and R. E. W. 
Shawcross. Mr Swinbank expressed appreciation of 
Mr Peat’s generosity in introducing the prize fund 
and for presenting the first awards. 

The toast of the guests was proposed by Mr M. G. 
Rider, honorary secretary of the Society, and Mr Е. 
Scarbrough, Northern Area Training Officer, British 
Iron and Steel Federation, responded. The Dinner 
Committee consisted of Messrs J. A. T. Tuddenham, 
A. Lightfoot and A. F. Ritchie. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


Mr John Doggett (Inland Revenue Solicitor’s Office) 
will give an address on ‘The responsibility of the 
Christian professional man today’, at 6 p.m. on 
Wednesday next, March 21st, in the Oak Hall of the 
Institute, Moorgate Place, London ЕС2. All who 
may be interested will be welcome. 
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MANAGEMENT ACCOUNTING COURSES 


Two two-day courses designed to examine the basic 
features and processes of planning and control as 
applied to business will be held ia London on March 
27th and 28th. They will be repeated in Manchester 
on May Ist and 2nd. Subjects will include integrated 
planning and control, long-term planning, and control 
of financial policy. Speakers will be Mr S. V. Bishop, 
M.C., Е.С.А., Mr А. W. H. Lamond, B.L., C.A., F.I.0.M., 
M.B..M. and Dr James M. S. Risk, B.COM., PH.D., 
F.C.I.S., F.B.I.M. 


Further particulars, together with the full list of 
courses for the spring session, may be obtained from 
Management Courses Ltd, 8 St George's Terrace, 
London NWI. 


MIDLANDS MANAGEMENT CONFERENCE 


“Better management decisions’ will be the subject of 
this year's Midland Management Conference to be held 
at Leamington Spa, Warwickshire, from March 29th- 
3oth. Organized by the British Institute of Manage- 
ment, the conference will examine some of the key 
factors and latest aids and techniques for the improve- 
ment of decision making. 


Among papers to be presented are ‘Decision making 
by top management for maximum profitability’, by 
Mr J. С. Cookson, Е.С.А., manager, management 
services group, Courtaulds, Ltd; "The delegation and 
co-ordination of decision making —a case study', by 
Mr S. V. Bishop, M.C., F.C.A., plans and. controls 
co-ordinator, Massey-Ferguson Ltd, and “Capital 
budgeting decisions’, by Mr A. E. Halford, o.B.E., of 
Associated Electrical Industries Ltd. 


Further details of the conference may be obtained 
from the conference secretary, British Institute of 
Management, 80 Fetter Lane, London ЕС2. 


ANNOTATED TAX CASES 


Part 8 of Volume XL of the Annotated Tax Cases, 
edited by Mr Peter Rees, of the Inner Temple, 
Barrister-at-law, is published today and contains 
reports with notes on the judgments of the following 
cases: E.Y.L. Trading Co Ltd v. C.I.R. (Ch.D.); 
In re Latham (Ch.D.); In re Matthews’ Will Trusts 
(Ch.D.); Winter (Sutherland's Trustees) v. C.I.R. 
(H.L.); C.H.W. (Huddersfield) Ltd v. C.LR.; 
Spencer & Garside v. C.I.R. (Ch.D.). 


The annual subscription to the Annotated Tax 
Cases is 50s post free; the publishers are Gee & Co 
(Publishers) Limited, 151 Strand, London УУС2. 


Accountants are 
invited to apply for the 
Corporation’s Agency. 
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Auditing Stock-in-trade 


r | NHE problems which arise in connection with the valuation 
of stock-in-trade and work in progress are perennial and it 
is understandable that if, on occasion, the directors and 

officials responsible encounter difficulties therewith, then the 

auditor, with more academic but less technical knowledge, must 
sometimes be in a dilemma when satisfying himself that the 
definitions and degrees of value decided upon by the management 
are both equitable and consistent. It is fitting, therefore, that the 

Council of The Institute of Chartered Accountants in England 

and Wales, in its new series of statements on auditing, should 

turn its early attention to the auditor’s duty with regard to stock, 
and its carefully considered and expressed views should help to 
crystallize the thoughts of many practitioners without as yet much 


` experience in this, normally, the trickiest of all verification tasks. 


The design of the Council's statement - which we repro- 
duce elsewhere in this issue — is straightforward. In the opening 
section, it defines the general duty of an accountant, in his capacity 
as auditor, as being to arrive at 'an independent professional 
opinion' as to the extent to which directors, when presenting the 
accounts of a company to its shareholders, have complied with the 
relevant requirements of the 1948 Companies Act. Within this 
framework, the directors' responsibilities with regard to stock-in- 
trade and work in progress are to see that all quantities have been 
properly accounted for; that the quality has been accurately 
appraised ; and that the bases of valuation selected are suitable to 
the circumstances. In turn, the auditor must ascertain the pro- 
cedures of stocktaking and valuation adopted; decide if these 
procedures are appropriate; and test the degree of competence 
with which they have been applied in arriving at the totals. 

The major part of the Council's statement thereafter is devoted 
to explanations as to what the auditor should do to satisfy himself 
on these three counts although few comments are necessary on the 
first. If the company issues written instructions on stocktaking 
procedure, the auditor should obtain or see a copy. If it does not, 
he should inquire as to what oral instructions are given or if a 
regular routine is followed each year, and make appropriate 
notes. 

Thus equipped, the auditor may then go on to consider whether 
the procedures adopted by the company are sound. The Council 
straightway makes the excellent point that it may well be to 
everyone's advantage if such an appraisal can be made “well in 
advance of the balance sheet date’. Suggested improvements, if 
implemented at once, can then help both the company and the 
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auditor. Among the instances which the Council 
gives as relevant is that of a company with a 
system of continuous stock records. The more 
demonstrably efficient these are and the more 
regularly and systematicaly are the physical 
quantities checked against them, the more accu- 
rate is the end of the year stocktaking likely to be. 
This in itself saves the company trouble and 
expense and also relieves the auditor of much of 
the burden of subsequent testing. 

Another difficulty which may be surmounted 
by a preliminary examination — this time of the 
costing system in operation — is the value to be 
placed on work in progress. It is clearly desirable 
that the costing and financial records should be 
reconcilable if costing data is used for evaluating 
the work in progress element of the stock totals 
included in the financial accounts; among the 
other points which may similarly be defined 
beforehand in this connection are the relationship 
between materials used and output achieved, how 
the provisions made for scrapping and rectifica- 
tion are reflected in the records and how any 
elements of overhead and profit included are 
treated. : 

'The Council also advises the auditor to ensure 
in the course of his preliminary survey of pro- 
cedures that the 'cut-off' arrangements are 
adequate, that is, that: | 

*.. . at the relevant point of time there is complete 
accord between the physical stock which is brought 
into account, the records of the physical movement 


of stock and the related financial records of pur- 
chases and sales and of debtors and creditors’. 


Lack of liaison between departments — or rather 
the absence of a system which makes liaison 
impossible — is usually the cause of errors of this 


nature. These can have serious consequences. 


at stocktaking periods and the four searching 
questions which the Council puts are designed 
to minimize this risk. 

: Тће last — and longest — part of the Council's 
statement outlines the audit tests to be planned 
and carried out in the light of the conclusions 
arrived at from the preceding appraisal of the 
client's. procedures. Nothing of consequence 
appears to have been omitted from this com- 
prehensive recital of techniques which, to the 
conscientious practitioner, will come as no more 
than a welcome refresher. To the other kind of 
practitioner (and there are, regrettably, still many), 
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who does nothing more than have the stock sheet 
extensions and additions checked and then ob- 
tains from the client a certificate of the ‘audited’ 
total, it should certainly come as а salutary 
revelation. Much water has flowed past the 
Kingston Cotton Mills in the last sixty-six years 
and the celebrated words of the presiding judge 
in the immortal case connected with that con- 
cern are no longer fully definitive of the auditor’s 
duties with regard to stock. Case law, in this 
instance, has been replaced by statute law in the 
form of the 1948 Companies Act and, additionally, 
as the Council points out, practitioners must 
also be aware that much higher levels of accounting 
and auditing standards now exist. 

Apart from verifying the value placed on work 
in progress, perhaps the most difficult task con- 
fronting the auditor when checking stocks is: 
satisfying himself that due provision has been 
made by the management for defective, redun- 
dant, obsolete and unduly slow-moving goods. If 
he attends to observe stocktaking or makes an 
intelligent perambulation of the stores during the 
audit (interim as well as final), he is often able 
to notice examples of physical deterioration in 
parcels of items, but in the more subtle cases of 
obsolescence through changes in invention or 


fashion, and redundancy through undue stock- 


piling, neither physical inspection nor, beyond 
certain limits, comparison with past records or the 
calculation of trading ratios will prove completely 
effective. This is a matter where consultation with 
management as to its policy — again before the 
balance sheet date — is highly desirable. Further, 
clients should be encouraged to use the stock- 
sheets themselves not as a mere catalogue of parts, 
prices and extended values but as a guide to the 
nature and contents of his stock by recording as 
much helpful detail as possible. Тће Council's 
statement does refer to these points but their 
importance in arriving at a realistic stock total 
cannot be too often or too strongly emphasized. 

Nothing is more challenging to the auditor than 
a set of stock-sheets in which he senses something 
wrong whether the cause is incompetence, careless- 
ness or criminal intent. The Council's statement, 
expressed as always with care and clarity, offers 
humane encouragement to — if we may combine 
two famous dicta by LORD Justick LopEs and Mr 
CYRIL CoNNOLLY — the bloodhound imprisoned 
in every watchdog wildly signalling to be let out. 


March 24th, 1962. 


« 


i 


4 


March 24th, 1962 


THE 


ACCOUNTANT 


347 


The Scottish Institute in 1961 


er AVING once evolved a satisfactory 
design for a set of financial accounts, 


there is a tendency to accept it as a 
permanency. This year, the Council of The 
Institute of Chartered Accountants of Scotland 
has commendably resisted the temptation to fol- 
low a well-established pattern and has recast 
its income and expenditure account in order to 
place more emphasis on the cost of the various 
activities of the Institute. Proportions of ‘adminis- 
trative expenses’ and ‘establishment charges’ 
have been allocated to the two other main 
expenditure headings — ‘library and publications’ 
and ‘recruitment, training and examination of 
apprentices' -so that members, aided by four 
accompanying schedules, may now see precisely 
where the money goes. In 1961, for example, 
the administration costs accounted for 30 per 
cent of the Institute’s total income of £66,000 
and the instruction of apprentices for another 
28 per cerit. After other expenses, which include 
the non-recurring item of £8,207 (12:5 per cent) 
for putting its house in order structurally, the 
modest surplus of £4,322 (6:5 per cent) is added 
to the Institute's general funds, now standing at 
£125,939. 

It is evident from the encouraging examination 
results that the new syllabus with the academic 
year as its centrepiece is proving a success. The 
examinations are now divided into five annual 
parts and are held each year in the spring and 
the autumn, the latter diet being primarily a 


second chance for those candidates who fail in. 


the spring. In 1961, the percentage of spring 
passes in each part was higher (in some cases 
considerably) than that of the subsequent autumn 
passes. It is interesting to note also that — with 
the prospect of the academic year as an incentive? — 
well over 80 per cent of the candidates who sat 
Parts I and II passed either the spring or autumn 
diet. The corresponding percentage passes in 
Parts ТУ and У were 64 and 52 respectively. At 
December 31st, 1961, the total number of inden- 
tures registered was 1,947. This was 136 fewer 
than a year earlier but, on the other hand, the 
actual number registered in 1961 was 358, as 
compared with 273 in 1960, which suggests that 
the continuous decline since the record of 423 


to Canada, 


in 1958 has been arrested. Despite these -fluctua- 
tions at one end of the pipeline, however, the 
membership of the Institute continues to in- 
crease steadily year by year and, at December 
31st, 1961, was 7,075 as compared with 6,823 
at the end of 1960. 

A perennial and important part of the Insti- 
tute’s cultural activities consists of giving evidence 
and submitting memoranda to Government and 
other bodies on a comprehensive range of sub- 
jects within its sphere. The usual submissions 
were made to THE CHANCELLOR OF THE Ex- 
CHEQUER on the Budget and to the Board of 
Inland Revenue on points arising from the 
Finance Bill, 1961. Evidence, both written and 
oral, was given during the year to the Robbins 
Committee on Higher Education and information 


-was supplied to the Wheatley Commission on the 


Teaching Profession. The Special Committee 
on Share Transfer Procedure made various 
suggestions to the London Stock. Exchange and 
the Council, in co-operation with The Law 
Society of Scotland, approved for publication, 
subject to discussion with the Accountant of 
Court, a draft statement on the future of accounts 
of charge and discharge. 

Inclining more to the social side but valuable 
for the exchange of ideas and the furtherance of 
friendship which such gatherings promote, were 
the ninth summer school at St Andrews Univer- 
sity and the Institute dinner in Glasgow. Going 
further afield with similar objectives, representa- 
tives from the Institute travelled during the year 
Switzerland, Denmark and the 
Netherlands to attend functions held by other 
accountancy bodies. At the Glasgow dinner, THE 
PRESIDENT announced that a European Congress 
of Accountants would be held in Edinburgh, in 
September 1963, at which the Institute, as the 
oldest existing accountancy body in the world, 
would be the host. 

Rounding off the record of a busy and success- 
ful year, the Council makes a special plea for the 
greater support of The Scottish Chartered . 
Accountants! Benevolent Association. Less than 
one member of the Institute in seven at present 
contributes to its funds, the demands on which 
grow more exigent each year. 
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Marriage Settlements – With а Difference 


by K. BUCKLEY EDWARDS 


MARRIAGE in the family has been 

regarded for generations as a suitable 

occasion upon which to transfer part of 
the family fortune to the younger generation, but 
only within the last century have the reasons for 
such a transfer been reinforced by estate duty 
considerations. Now, a marriage settlement or 
marriage gift enjoys substantial advantages under 
the revenue law, for subject to qualifications 
relating to the settlement or gift and the time 
when it is made, estate duty on the slice of capital 
transferred will be saved even though the settlor 
or donor dies immediately afterwards. 

Normally, by virtue of section 2 (1) (c) of the 
Finance Act, .1894, a settlement or gift becomes 
liable to estate duty on the death of the settlor or 
donor within five years, but section 59 (2) of the 
Finance (1909-10) Act, roro, takes gifts which 
are made in consideration of marriage out of 'the 
five-year rule’. It provides that: 

*So much of paragraph (c) of subsection (1) of 
section 2 of the Principal Act and this section as 
makes gifts inter vivos property which is deemed 
to pass on the death of the deceased shall not 
apply to gifts which are made in consideration of 
marriage.’ - 

According to the generally accepted view, 
however, the exemption does not apply to all 
gifts made in consideration of marriage, but only 
to gifts inter vivos in respect of which liability 
would otherwise arise on the donor's death 
within five years under section 2 (1) (c) of the Act 
of 1894. There is thus no exemption under this 
head where a settlor reserves to himself a life 
interest, or where a father having an interest for 
life in certain property releases it, upon his son's 
marriage, in order to accelerate the son's rever- 
sion, for in each of these cases there is liability 
apart from the liability in respect of inter vivos 
gifts imposed by section 2 (1) (c). 


Conditions Precedent 


The gift or settlement must be made before the 
marriage and in contemplation of it; or imme- 
diately after it (which means on the day of the 
marriage) and in consideration of it; or at any 
time after the marriage but in pursuance of an 
agreement made prior to it. Accordingly, a purely 
post-nuptial settlement is not made in considera- 
tion of the marriage, but it is not uncommon for 


the parties to make an agreement before marriage 
(sometimes referred to as *marriage articles"), and 
at a date subsequent to the marriage to execute a 
settlement carrying into effect the trusts referred 
to in the articles. 

There seems to be some doubt as to who can 
make a marriage gift or settlement. Clearly the 
parties to the marriage can, and the Inland 
Revenue concedes that gifts by the parent or 
grandparent of either party to the marriage 

qualify for exemption. In Shadwell v. Shadwell 
((1860) o C.B. (N.S.) 159) the donor was the 
uncle of the husband, and aunts would appear to 
be in no different category. It is at least arguable, 
in the absence of much judicial comment on the 
point, that the rule extends not only to near 
relatives, but to any person who has a genuine 
interest in seeing the marriage established, such 
as an employer, god-parent or personal friend. 


‘In Consideration of Marriage’ 


Until the recent case of Rennell (Lord) v. C.I.R. 

([1961] 3 АП E.R. 1028) it was not entirely certain 
how far a marriage settlement might confer bene- 
fits on persons other than the husband, wife and 
future children of the marriage (who are all said 
to be “within the marriage consideration and 
still qualify for exemption. In practice, a gift to 
grandchildren in the event of the death of a 
child at an early age leaving issue, or an ultimate 
gift over to some collateral relative in the event 
of the husband and wife failing to have issue who 
attained a vested interest,was unlikely to disqualify 
the settlement. On the other hand, a gift of 
capital to the children of either husband or wife 
by a previous marriage was likely to take the 
whole, or at least a proportionate part, of the 
settled property out of the exemption. This was 
the effect of the decision in Attorney-General v. 
Jacobs Smith ([1895] 2 О.В. 341) where the Court 
held that the consideration of marriage extended 
only to the husband and wife and children of that 


· marriage. But this decision was given before the  , 


enactment of section 59 (2) of the Act of roro. 


Facts in Lord Rennell's Case 


On March 2oth, 1956, a settlement was made 
between a father, his unmarried daughter, her 
intended husband and trustees. It recited that a 
marriage was shortly intended to be solemnized 


Ñ 


S 
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between the daughter and her intended husband; 
that it had been agreed that the husband should 
settle property in manner provided by a deed of 


@ even date, and that the father had agreed to make 


the settlement in.question. The settlement was 
stated to be made in execution of the agreement 
and in consideration of the intended marriage. 
The operative part provided for a 'specified period" 
which began with the solemnization of the 
marriage and ended on a date selected so as to fall 
within the perpetuity period (see section 164 of 
the Law of Property Act, 1925). 

The trustees were directed by the settlement to 
hold the capital and income of the trust fund upon 
discretionary trusts for a large class which in- 
cluded the daughter, her husband and their issue, 
the settlor's other children and their issue, and 
every other person who should at any time have 
intermarried with any of the issue. From and 
after the end of the specified period the trust fund 
was directed to be held on trust absolutely for the 
issue of the father then living, and if more than 
one in equal shares per stirpes with an ultimate 
gift in favour of the daughter's personal repre- 
sentatives. At the date of the settlement the father 
had six children living. Since the daughter's 
marriage the trustees had paid to her as income 
£4,290, and had paid to her eldest brother £18,330. 
Other objects of the discretion had received income 
payments similar to those received by the daughter. 

On the settlor's death on March 3rd, 1959, the 
Crown claimed estate duty under section 2 (1) (c) 
of the Act of 1894 on the settled trust fund as 
being a gift inter vivos made by the settlor within . 
five years of his death. It contended that the gift 
was not exempt from duty under section 59 (2) 
of the Act of 1910, since it was made on the 
occasion of the daughter's marriage rather than 
in consideration of it; and alternatively, that the 
settlement could not in law be a gift in considera- 
tion of marriage, since the parties to the marriage 
consideration did not take the whole of the other- 
wise taxable property. Buckley, J., had found for 


-the trustees and the Crown appealed. 


The Judgment 


In the Court of Appeal, Lord Evershed; M.R., 
said there were two classes of marriage settle 
ments: (i) a settlement made лроп the settlor's 
own marriage, and (ii) a settlement made upon 
the marriage of Some ве, usually one of the \ 
settlor's children. 

In each case the beneficial interests might be 
confined to persons within the marriage con- 
sideration (husband and wife and their issue) 
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or they might extend to or be exclusively in 
favour of ‘volunteers’ (persons outside the 
marriage consideration). Before the Act of 1910 
the only case in which property settled upon a 
marriage settlement would be regarded as free 
from duty if the settlor's death occurred within 
the relevant time was a settlement by a settlor 
upon his own marriage in favour of persons 
within the consideration of that marriage. 
Section 59 (2) of the Act of 1910 was passed in the 
light of that circumstance. 

In the present case the settlement had, in fact, 
been made in consideration of the daughter's 
marriage, and if the marriage had not taken place 
the settlement would not have been made. But 
the opportunity had been taken (somewhat 
unusually) to include in the marriage settlement 
beneficiaries outside the marriage consideration 
itself, and that raised the question of law as to 
whether the inclusion of ‘volunteers’ was fatal to 
the exemption contained in section 59 (2). 

In Cape Brandy Syndicate v. C.I.R. (12 T.C. 
358; 1 A.T.C. 293) Rowlatt, J., had said that 
'in taxation you have to look simply at what 
is clearly said’. The words of section 59 (2) 
were perfectly clear and provided that the 
taxing statutes ‘shall: not apply to gifts which 
are made in consideration of marriage’ — not 
merely gifts made wholly in consideration of 
marriage. The test propounded by the subsection 
was whether a gift was ‘made in consideration of 
marriage’ and there was no compelling reason for 
limiting the exemption to the case where the par- 
ties to the marriage were to take the whole of the 
settled property. 


Conclusion 


This decision, unless reversed by the House of 
Lords, or nullified by fresh legislation, will 
clearly give a fresh impetus to marriage settle- 
ments, which have tended of late years to give 
way to out-and-out gifts and settlements made on 
children while still in their infancy. In the case 
under review, although the settlement was made 
in consideration of the daughter’s marriage, the 
income payments received by the daughter (and 
by other objects of the discretion) were less than 
one-quarter of the sums received by the eldest 


‘brother, who was the largest beneficiary. It is 


clearly an easy way of getting rid of the ‘five-year 
rule’ provided, of course, there is the convenience 
of an impending marriage and the decision of the 
Court of Appeal still holds good. Indeed, it was 


‘remarked by the Master of the Rolls that ‘there 
may be hundreds of solicitors who are likely to 
follow (the) example. 
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Taxation and the Professional Man - II 


by D. S. MORPETH, B.Com., A.C.A. 


Service Companies 

SHOULD like now to say a few words about 

service companies. 

The idea of a service company is that of using a 
corporate body to provide office services, premises, 
staff, pay salaries, act as Secretaries, etc. for the 

.professional firm. Most professional bodies now 
permit the use of these under certain safeguards and 
conditions. 

The shares in the service company are held either 
by the partnership or by the partners individually. 
Tt carries out the functions for which it was intended, 
earning a profit for so doing. This profit is subject to 
income tax and profits tax if over £2,000, The partner- 
ship must, in the initial stages, of course, finance the 
expenses of the company, so that there is normally a 
debt due by it to the partnership. The object is to 
accumulate some profits free of surtax which can be 
retained in the partnership as working capital or help 
towards paying out retiring partners. Since, however, 
the partner retiring is usually a senior partner, he will 
have accumulated a good deal more than his junior 
partners, and this could well increase financial 
difficulties where the money is being utilized as 
working capital. If not, it could be invested by the 
partnership to provide a retirement fund. There are 
several pitfalls in the operation of such a company 
which can reduce its advantages considerably. If not 
carefully set up, the Revenue can attack it from several 
directions, as follows: 

1. Дтоит of the profit charge made on the partnership. 
The Revenue argue that such charge must be reason- 
able or they will attack it under section 137, Income 
Tax Act, 1952, and try to disallow at least a proportion 
in the partnership computations. The company must 
not, therefore, try to make more than a profit which is 
commercially reasonable, having regard to the circum- 
stances. А 

What is commercially reasonable in the circum- 
stances is a question for argument. The Revenue tend 
to look both at the partnership and the company 
together, saying that the company does not require 
finance as it is subsidized to the extent of its expenses 
by the partnership and is taking no commercial risks. 
Г. ат sure that the more steps are taken to put the 
company on a proper commercial basis, as if it were 
acting on an arm’s length basis, including a contract 
for, say, a five-year period, the stronger are the argu- 


ments against any Revenue attack. А great deal 


depends on the circumstances, but the Revenue have 
in some cases argued for a profit as low as 73 per cent 
of the expenses, and in others accepted 25 per cent. 
Of course, these two percentages could well produce 
the same sum and I do not think, therefore, that to 


'The second and concluding part of a paper presented at the 
Eleventh National Таханол Conference. 


argue on a percentage of expenses is correct as the 
service company charge should not be computed on 
this percentage basis. 


2. Surtax direction. The company is one to which 
section 245, Income Tax Act, 1952, applies — and each 
year must stand on its own feet regarding a surtax 
clearance. It is essential, in my view, to obtain such a 
clearance every year. The Special Commissioners 
expect a fairly high dividend to avoid a full direction, 
and will not usually settle at a figure much less than 
35-40 per cent of the net profits as a net dividend. 

This dividend is, of course, unearned income to the 
recipients, and as I have said a partner’s share of 
profits has to be fairly high before a service company 
would be of much use to him. 

3. Transactions in shares. Any transaction in shares 
of the company could in certain circumstances be 
attacked under section 28, Finance Act, 1960, not- 
withstanding that surtax clearances have been obtained 
each year. Such’ circumstances might be where the 
service company was an unlimited liability company- 
and purchased its own shares at the asset value in 
order to pay out a retiring partner. 

ТЕ is generally better, therefore, for the partnership 
to own all the shares so that there need be no transaction 
in shares when paying out a retiring partner. 


"ТЕ we assume that the expenses of the service 
company were £50,000 and the.profit obtained on 
that was 20 per cent, the net amount accumulated 
for the year would not be much more than about 
£2,800 after tax and payment of a net dividend of 
about £1,870. 

'The question as to whether a service company is 
of value to the partners from the taxation point of 
view is one which can only be decided after examining 
all the circumstances. 

One of the subsidiary benefits of a service company 
is that although the partners would be controlling 


A 


directors, they would be able to participate under . 


present Revenue practice in a lunch voucher scheme 
run by the company for its staff. 


Indemnity and Accident Insurance 


With the increasing amount of travelling being done 
today, not only on the roads, but in the air, many 
firms operate an accident indemnity insurance-scheme 
for partners and staff. Probably most present schemes 
coyer accidents from flying only, although it is 
perfectly possible ta. cover travel by other means 
Hoth inside and outside the United Kingdom. 

г Where the firm does run such an accident scheme, 
the premiums are treated as admissible deductions 





‘so far as paid out in respect of members of the staff. 


Premiums paid out in respect of partners would not 


be allowable. In the normal course of events, the 


€ 
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object of the scheme is to provide for dependants 
in the case of accident. 
'The scheme usually is run through an insurance 


” broker who is informed of the details of a journey 


either in advance or on a monthly reporting basis. 
The person going on the journey stipulates which of 
his dependants should benefit from any accident 
moneys paid out. Care must be taken that this policy 
is not one which gives the firm the right to the 
proceeds as they would probably be assessable as 
receipts of the profession. Murphy v. Thomas E. Gray 
& Co Ltd (19 A.T.C. 196; 23 T.C. 225) being 
a precedent in this direction. 

On the other hand, where the employee has the 
right to nominate who should receive any proceeds 
in the event of his death, then the proceeds would 
be treated as part of his estate for death duty purposes. 
Probably the best answer to the problem is for pro- 
ceeds to be payable to trustees of an accident fund for 


the benefit of members of the staff and their depend- 


~ 


x 


ants, and for the trustees to have complete discretion, 
both as to whether they pay out anything, and if so 
to which of the deceased employee's dependants it is 
aid. 

à Partners, however, are in the position that pre- 
miums payable are disallowed, but there is no reason 
why proceeds should not be dealt with in the same 
way as those of the staff. 


Provision for Retirement 


We now come to the question of partners providing - 


for pensions on retirement, both for themselves and 
their dependants. - 

Many professional people have in the past been 
unable to afford to retire. No means were available 
by which they could save out of untaxed income 
enough to provide themselves or their widows with 
an adequate income on retirement. А partner's share 
of goodwill and his capital were the only capital 
assets available and it became necessary, therefore, 
for a retiring partner to sell his goodwill to the 
remaining partners. Unless these had private capital, 
the money had to come from their own savings or 
from borrowings. The use of goodwill as a partner- 
ship asset gave rise to considerable difficulties when 
the question of valuation for death duty purposes 
arose. | 

Alternative methods for retiring partners to obtain 
a pension were the use of life assurance, the pre- 
miums attracting a small measure of relief from 
income tax, but not surtax, the appointment as a 


; consultant to the firm after retirement, and the 


granting of an annuity by the remaining partners. 

The Finance Act, 1956, has at long last made 
provision for relief on the cost of pensions for self- 
employed persons, as well as for employees for whom 
no pension scheme has been provided by their 
employers. To go fully into the provisions and their 
ramifications is almost a paper in itself, so I intend 
only to deal with some of the aspects. 
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As will be known the allowable premiums are 
subject to certain maxima laid down according to age: 


(a) For those born after 1915, maximum allowable 
premium is то per cent of the relevant earnings 


up to £750. 

(b) For those born in 1914 or 1915, 11 per cent up to 
£825. 

(c) 5 » 1912 Or 1913, 12 per cent up to 
£900. 

(d) 5 »  19IO Or 19171, 13 per cent up to 

(e) j » 1908 ог 1909, 14 per cent up to 

1,050. 

(f) js „ 1907 or earlier, 15 per cent up 

to £1,125. 


These increased limits, however, may not be 
claimed by persons born before 1915 if they have a 
right to a paid up pension in respect of full-time 
service in an office or employment formerly held. 
This might perhaps apply to a member of the staff 
eventually made a partner and where the rules of the 
pension fund of the firm require him to take a paid-up 
pension or give him the choice of doing so rather 
than accepting a return of premiums. Unless he 
Chooses to accept a return of premiums, where he has 
such a choice, he will lose his right to utilize the 
increased limits. Care should be taken to see which is 
the better alternative, bearing in mind that the 
return of premiums bears tax at less than a quarter of 
the standard rate and could be used to purchase a 
deferred annuity. 

А premium paid may, if paid within a certain time 
limit, be related back to a fiscal year previous to the 
one in which it is actually paid. Such time limit has 
been amended by section 41, Finance Act, 1960. 
Where a notice of assessment for a fiscal year is made ` 
either after the end of the year or within six months 
of the end. of the year and the premium is paid within 
the period beginning with the end of the year and 
ending on a date six months from the date on which 
the assessment became final and conclusive, it may 
on election be referred back to that fiscal year. For 
the purpose of measuring the period of six months 
from the date on which an assessment becomes final 
and conclusive, the commencing date is taken to be 
the day on which the prescribed limit of thirty days 
for the giving of an appeal expires; thus the- six 
months' period applicable to an assessment made on 
November 3oth would commence on December 30th. 

This time limit for relating back a qualifying 
premium gives rise to serious consideration in cases 


. involving a change in the persons carrying on а 


partnership, in that it is not commonly possible to 
decide what premium can be paid to obtain maximum . 
relief. during the time limit as laid down, because no 
decision can usually be taken as to whether or not to 
elect for the continuation -basis under section 19 (3) 
of the Finance Act, 1953, until after the deadline 
under the 1956 Finance Act has expired. It would 
appear, however, that if an election is made for 
continuation under section 19 (3) of the Finance Act, 
1953, section 19 (4) (a) of the Act provides for the 
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assessment concerned to be revised into two periods, 
being pre and post the date of the partnership change, 
and if no such election is made, then the assessment 
will still be revised to take account of the cessation 
adjustment. 
It seems, therefore, that any payment of a premium 
` to secure a retirement annuity could be made up to 
the date, being six months after the expiration of the 
appeal period of the revised assessments having 
become final and conclusive. This clearly gives an 
advantage in that premiums paid can be so adjusted 
to the eventual share of profits, resulting either from 
continuation or cessation basis that no premiuin is 
paid in excess of the maximum allowable premium. 


It is not always convenient, however, to have this 
delay in taking out a policy, since the earlier the 
policy is effected the greater the retirement benefits. 
In addition, if single premium policies are taken out 
each year, adequate provision for a widow becomes 
virtually impossible since the fund available for the 
widow's pension would be limited to the premium, 
plus interest thereon. An early-death would then be 
disastrous. The normal procedure is to take out a 
basic annual policy, the premium of which is well 
covered by the share of average profits. Any balance 
underpaid for the year is then topped up by a single 
premium policy each year paid within the due time 
limits. No medical examination is necessary where 
the death benefit is limited to the returns of premium 
paid plus interest. 

If the annual premium paid proves excessive in 
relation to the year's share of profits, the excess may 
be carried forward to the next year, but if the amount 
paid in a year plus the amount brought forward to 
that year exceeds the permitted maximum for the 
year, the excess cannot be carried forward and the 
relief is lost. Where relief is lost then a proportionate 
part of the ultimate annuity will not rank as earned 
income when received. 

It should be remembered that a retirement annuity 
contract providing for a return of premiums with 
interest оп death can be à good alternative in cases 
where the health of the individual is such that he 
cannot take out life assurance. There is a vast 


variety of types of policy available from the various . 


life offices to suit most individual tastes and circum- 
stances. It is advisable, therefore, to go to a firm of 
pension consultants for the best advice. The alter- 
native is a considerable amount of hard work, making 
necessary comparisons. 

There are two basic insurance methods of pro- 
viding for retirement, however, a full comparison 
between which would take some time. In the case of 
the retirement annuity, contract premiums are, 
within the limitations described, allowed as a deduc- 
tion from gross income year by year, but the pension 
when received is taxable as earned income. The policy 
contract cannot be surrendered, nor is it negotiable 
or assignable. The benefits can only be in the form 
of pension payments and there can be no commutation 
of such pension for a lump sum. 
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The alternative plan of taking out an endowment 
policy and purchasing with the maturity proceeds 
an annuity, is free from these restrictions and only 


the interest part of the annuity is taxable as un- -Ẹ¢ 


earned income. The premiums, however, only attract 
a small measure of relief for income tax and none for 
surtax. А proper comparison between these two 
alternatives depends on the circumstances of the 
individual. The cost to a high surtax payer of current 
premiums for a retirement annuity may be low and 
unless he is anticipating a higher rate of surtax on his 
income after retirement, the retirement annuity 
method would probably be his best course. 

А young man who is not liable to surtax may, 
however, find it advantageous to use the endowment 
policy method until his income rises to the point 
where surtax does become significant. He may then 
convert to a paid up policy and take out a retirement 
annuity. The endowment policy might well be useful 
as security for loans etc. Ф 

The final subject I would like to touch on is that 
of estate duty. 


Estate Duty 


It has been said that estate duty in Britain is entirely a 
voluntary tax. There areso many ways of avoiding or re- 
ducing duty on one's property that this may well be so. 
How does estate duty affect partners and their estates? 

А partner's interest in a partnership is aggregable 
with the rest of his estate as personalty passing on 
his death. Such interest may be the value of his share 
ascertained on the winding-up of the partnership, or 
may be ascertainable under the provisions of the 
partnership deed, the surviving partners being 
entitled to purchase it at such value. Goodwill is one 
of the assets of a professional partnership which may 
have to be taken into consideration. 

Where partners are non-related, there is a pre- 
sumption that any consideration for the transfer of 
an interest is a full consideration, and any element of 
gift must be proved. This is so, even where the 
consideration is merely an undertaking to give all 
one's time and attention to the partnership affairs. 
'This was the decision in the Boden case ([1912] 
r K.B. 539) which, although it referred to goodwill 
only, is thought to extend to any partnership assets. 
Non-related partners' interests can, therefore, be 
dealt with in the following ways: 


(a) The retiring or deceased partner’s interest, 
ascertained under the partnership agreement 
probably including something for goodwill at the 
date of retirement or death, is purchased for 
cash by the remaining partners. Where the 
partner is alive at the time of his retirement, he ^ 
may have time to dispose of his cash for death 
duty purposes. If he has died, the purchase 
consideration will be part of his estate. 

(b) The partnership agreement can stipulate that a 
partner has only the right to his capital and 
current account balances, and in consideration , 
for his interest in the assets passing to the 
remaining partners, they covenant to pay him 
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and his widow an annuity. Where such annuity 
is provided for in the agreement, there would be 
a passing of the capital value of the annuity on 
the partner's death to his widow. 'l'his would, 
of course, be treated as a separate estate. 


(c) Instead of the consideration for the partner's 


interest being a covenant for an annuity, it: 


could be a mutual undertaking by all the partners 
as in the Boden case. In this event, the partner 
or his widow would have no right to an annuity, 
even although there was an informal under- 
standing amongst the partners that one would be 
payable. Such informal understanding would 
not give rise to a passing of an asset on the 
partner's death. 

(d) Where the partnership is one where the older 
partners wish to realize their share of goodwill 
in some capital form, incoming partners or 
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partners who wish to increase their share, can 
purchase such interests from the older partners ` 
as well as the future interest expectant on their 
death. In this way, the older partners are selling 
some of their immediate interest and the whole 
of their future interest at the date of death fora : 
present consideration which can be dealt with 
for estate duty purposes as they please. 

In cases of related partners, the presumption is 
that a disposal of an interest in the partnership was a 
gift, although this can be rebutted in the case of 
goodwill as the Boden case has shown. There is 
nothing, of course, to prevent a valid gift of an 
interest in the partnership, subject to the usual 
survivorship problem. The position is, however, 
more complicated than for non-related partners. 


(Concluded.) 


The Accounting World 


TOPICS OF PROFESSIONAL INTEREST FROM OTHER COUNTRIES 


UNITED STATES 


Professional Ethics: American Institute's 
New Rule 


EMBERS of the American Institute of Certified 
Public Accountants ratified on March 8th a 
stronger rule of professional ethics which prohibits 
them from auditing financial statements of companies 
in which they have a financial interest. 
The new rule states that а member C.P.A. will 


_ not be considered independent — and therefore will 


be forbidden to express an opinion on a company's 
financial statements — if he has any direct, or material 
indirect, financial interest in the enterprise, or if he 
has been an officer or director during the period 
covered by the financial statement. 

Mr John W. Queenan, с.р.А., President of the 
Institute, expressed his satisfaction with the new 
“independence rule', which was carried by a vote of 
12,713 to 4,097. 

‘Freedom from influence, persuasion or bias ~ 
complete independence — is one of the corner-stones 
of the C.P.A. profession; Mr Queenan said. ‘Our 
members throughout the country know that. the 
quality of the profession is measured no less by 
the integrity of the individual C.P.A. than by the 
excellence of his technical performance. 

"Ihe new rule represents no new concept of 
independence, but, at a time when the C.P.A.'s 
influence in the business world is steadily increasing, 
his independence and objectivity must be clearly 
defined. This is done to allay any inference that a 
conflict of interest could impair that independence.” 


Тће new rule becomes effective from January rst, 
1964. This will allow members time to make necessary 
arrangements to divest themselves of commitments 
which are in conflict with the new rule. 

The previous rule held that Institute members 


could not give professional opinions on financial 
statements of publicly-owned companies in which 
they held a ‘substantial’ financial interest. In the case 
of privately-owned companies, certified public 
accountants having such an interest in the companies 
could not certify statements to be used for credit 
purposes, unless the interest was disclosed in the 
auditor's report. 

The Institute first considered the new rule of 
ethics at the 1960 annual meeting, but action was 
delayed to give members sufficient time to consider 
the issue. At- the annual meeting last November it 
was approved for submission by mail ballot to the 
entire membership, which totals about 43,000. 

Opponents of the new rule have contended that 
the holding of directorships and investments does not 
necessarily affect the auditor’s ability to apply 
independent judgment. They have felt that adoption 
of the new, stronger rule would reflect on their 
professional reputation by implying that C.P.A.s 
serving as directors or owning stock in client com- 
panies have not exercised independence in passing 
judgment on financial statements. 

Mr Richard S. Chamberlain, c.p.a., chairman of 
the Institute’s Committee on Professional Ethics, 
said such an implication was never intended, 

‘Nationwide attention on conflicts of interest and 
standards of conduct in many areas of public life 
have made it imperative for us to adopt an unequi- 
vocal rule on independence which bars even the 
oppere of a conflict of interest,’ Mr Chamberlain 
said. 

"The C.P.A., in his unique role in our present 
business community, must give every reasonable- 
assurance that bis conclusions on complex business 
and financial transactions are objective, impartial 
and unbiased." 


When a C.P.A. applies for admission to member- 
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ship of the Institute, he agrees to abide by its rules 
of professional conduct, realizing that they may in 
some cases be more exacting than those of the State 

. board of accountancy which issued his certificate. 
A member renders himself liable to expulsion or 
suspension by the Tria! Board of the Institute if he 
infringes any of the rules of conduct. 


Professional Incorporation 

N spite of an opposing resolution of the American 

Institute's Council, fifteen States are reported by 
The Journal of Accountancy to have legislated for 
professional incorporation.of some kind, eleven of 
them permitting incorporation by certified public 
accountants. 

There is much strong debate on the subject 
within the accounting profession and the Journal has 
questioned Council members and examined studies 
made by other professions in this connection. One of 
the main arguments in favour of incorporation is 
said to be the tax benefits to be obtained both from 
pension plans and the accumulation of reasonable 
reserve funds. The ten-year refusal of Congress to 
permit tax legislation for pensions for the self- 
employed has led a number of members of the 
accounting profession to urge reconsideration of the 
Council’s resolution. 

Some members suggest following those professions 
which accept professional incorporation under special 
statutes, requiring all stockholders to be members of 
the profession and to accept the same personal liability 
as if they were partners. A subcommittee of the 
American Institute of Architects is cited as having 
recently considered the whole subject without reach- 
ing any conclusion. 

It is not surprising to. note that the strongest 
objection among C.P.A.s is that they should avoid 
anything which might suggest that they wished 
to limit their liability, or which prevented profes- 
sional services from being essentially personal. The 
Journal concludes that agitation will continue as 
long as Congress fails to provide tax equity for the 
self-employed. | 


CANADA 


- Staff Training 

МЕ DONALD С. SCOTT, c.a., divides staff 

training into two main headings – ‘on the job’ 
training and ‘formal’ training — in a recent article in 
The Canadian Chartered Accountant. He regards the 
former as of paramount importance and stresses the 
responsibility of the practitioner for giving his stu- 
dents a sufficiently broad and varied training. Other- 
wise, he says, he is doing a grave disservice both to 
the student and the profession. 

The day of the indentured servant is past and good 
students demand good salaries. While the changes 
in accounting techniques, in recent years, are more 
dramatic, a corresponding change is taking place in 
auditing philosophies and techniques, though it is 
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being recognized much more slowly. Audit firms will, 
he says, in future require a higher percentage of 
senior men than at present. In this connection Mr 
Scott refers to the recommendation of the Canadian 
Institute's subcommittee on long-range educational 
planning that, by 1970, entrants to the profession be 
restricted to university graduates. Since they will 
need to.pay them well, practitioners must make the 
maximum use of their capabilities, in order to provide 
clients with the services they require at fees they will 
be willing to pay. . 

Mr Scott takes a Toronto firm as an example of the 
kind of development that is taking place in Canada in 
this direction, The firm has a full-time director of. 
staff training, based in Toronto.: He supervises the 
training programme in Toronto and co-ordinates 
training in other offices throughout Canada. Each 
office has a senior man responsible for staff training, 
and a programme is developed for each office, with 
the help of the director. ` | 

The firm offers three formal courses. The first 
bridges the gap between university and practice, for 
in Toronto the vast majority of students come from 
the university. The second follows the Intermediate 
examinations. It comprises lectures and case dis- 
cussions to review audit techniques and develop the 
students' responsibility. The third course is held in 
the final year to broaden the horizons of students. 
It concentrates on phases of accounting not neces- 
sarily encountered in day-to-day work, such as 
investigations, financial planning, capital budgeting 
and estate planning. 


NEW ZEALAND 


New Zealand Society of Accountants? 
Annual Report ` 

HE annual report and accounts for тобо-бт. 

presented at the New Zealand Society of 
Accountants’ fifty-third annual meeting held in 
New Plymouth last Wednesday, records a total 
membership of 7,064. as at November 3oth last — an 
increase of 161 over the previous year's figure. Ап 
analysis of the membership shows that there were 
1,957 public accountants (529 fellows, 1,428 associ- 
ates) and 5,107 registered accountants (316 fellows, 
4,791 associates). 

During the year the newly-constituted public 
accountants’ committee discussed a wide variety of 
matters of concern to public accountants. Arrange- 
ments, which the committee has at present in hand, · 
include two projects on staff training in large and 


medium-sized practices and it is hoped to arrange а ,. 


summer course for public accountants next year. 

In the year under review, the report states, repre- 
sentatiohs were made to the Government on certain 
provisions of the Inland Revenue Amendment Act, 
and other taxation legislation. Other legislation 
passed during the year affecting the profession in- 
cluded a measure for the compulsory: audit of the 
trust accounts of land agents. 
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The Institute of Chartered Accountants in England and Wales 
STATEMENTS ON AUDITING 


2. Stock-in-trade and work in progress 


As was pointed out in Statement Мо. 1, “General Principles of Auditing', [reproduced in The 
Accountant of August 19th, 1961] a general statement ој the degree of professional competence 
required by law of an auditor is to be found in the judgment of Lord Justice Lopes in the case of 
In re Kingston Cotton Mill Co ([1896] 2 Ch. 279) where it was thus expressed: 


‘It is the duty of an auditor to bring to bear on the work he has to perform that skill, care and caution 
which a reasonably competent, careful and cautious auditor would use. What is reasonable skill, care and 
caution must depend on the particular circumstances of each case. . . . If there is anything calculated 
to excite suspicion he should probe it to the bottom but in the absence of anything of that kind he is 
only bound to be reasonably cautious and careful. . . > I 


This broad statement is no doubt still a valid exposition of the legal test applicable in general; 
but it has been widely recognized for many years that it does not give sufficient detailed guidance 
to auditors on the steps which are appropriate for them to take before accepting as valid the 
amount at which stock-in-trade and work in progress are stated in the balance sheet. This item 
presents many difficulties for auditors and accordingly the Council of The Institute of Chartered 
Accountants in England and Wales issues this statement for the guidance of members in deter- 
mining their audit procedure. It relates primarily to company audits but the considerations 
outlined apply equally to other audits which involve consideration of stock-in-trade, subject 
to any statutory provisions or instructions governing the scope of such audits. 

The examinations and tests indicated in this Statement are not exhaustive. Alternative or 
additional steps may be necessary according to circumstances. Some paragraphs may imply 
a degree of organization or control normally found only in large or medium-sized businesses, 
but the underlying principles apply to companies irrespective of their size and the extent of 


(This statement is the subject of a leading article elsewhere in this issue.) 
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General Duty of Auditors 
T is still true, as was established by the Kingston 
Cotton Mill case, that it is no part of the auditors' 
duty to take stock, but this does not mean that 
auditors have no duty in relation to stock. 


(2) In the Kingston Cotton Mill case, the auditors . 


passed accounts in which the stock-in-trade was 
grossly overstated, but they did so honestly in reliance 
upon certificates as to stock-in-trade given by a 
director who was also manager and a man of acknow- 
ledged competence and high, reputation and trusted 
by the other directors. The manager's certificates 
were in fact wilfully false. The auditors were exempted 
from liability. If they had suspected the genuineness 
of the certificates (which they did not) the auditors 
could have detected the fraud by reconciling the 
changes in stock quantities as between the beginning 
and end of the financial year with the purchases and 
sales records; having no such suspicion, they did not 
do so. 

(3) Since the Kingston Cotton Mill case there have 
been two important developments to which in the 
opinion of the. Council auditors should now have 
regard, namely: 

(а) the duties of auditors have been extensively 

defined by the Companies Act, 1948, section 
162 and the Ninth Schedule, in terms which 
were no part of the law in'1896 and which 


make some of the observations of the Court of 
Appeal in 1896 as to the duties of auditors 
inappropriate; 

(b) there have been great improvements both in 
the standards of company accounting and in the 
standards of auditing. 


'This statement is therefore issued by the Council 
for the assistance of members in carrying out their 
duties as auditors. 


(4) Essentially the duty of the auditors of a 
company is to arrive at an independent professional 
opinion ón whether the directors have properly 
carried out their own duties in the preparation of 
accounts for presentation to shareholders. The 
directors have a statutory duty to take all reasonable 
steps to secure compliance with the requirements of 
the Companies Act, 1948, regarding the keeping 
of proper books of account and the presentation of 
annual accounts showing the true and fair view 
required by the Act. In relation to stock-in-trade 
and work in progress it is therefore the directors' 
responsibility to ensure that: 


(a) the physical quantities owned by the company 
are properly ascertained and recorded; 

(5) the condition is properly judged; . | 

(c) the amount to be carried forward in the balance 
sheet has been properly determined on an 
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appropriate basis or appropriate bases by 
suitable methods 
(5) In order to reach an opinion on whether the 
directors have properly discharged that responsibility, 
the auditors will need to: 
(a) ascertain the procedure which has been adopted ; 
(b) consider whether that procedure is sound, 
having regard to the particular circumstances 
of the company; 
(c) test the competence with which the procedure 
has been carried out. 


(6) It is a usual and desirable practice to obtain 
from a director or other responsible official of the 
company a stock certificate at each balance sheet 
date. This provides the auditors with a formal 
statement by the responsible official in support of the 
' amount at which stock is stated in the accounts. 
Such a certificate does not relieve the auditors of 
their duty to decide, by means of appropriate tests, 
whether they can properly reach the opinion that the 
directors have in fact discharged their responsibility. 


Ascertainment of the Company's Procedure 


(7) 'The manner in which the auditors will ascertain 
the procedure which has been.adopted will depend 
on the circumstances of the company. Large organiza- 
tions will usually have written instructions to which 
the auditors have access. Smaller concerns may issue 
oral instructions or may rely on the routine established 
for many years; the auditors of such a company 
should inquire of the individuals concerned as to 
the procedure which is followed and prepare their 
own notes thereon. 


(8) Inquiries may be facilitated by the use of a. 


questionnaire, which can be completed either by the 
company or the auditors. Alternatively a short list 
of essential points may be used as an aide-mémoire in 
discussion with the company's officials. 


Consideration of the Company's Procedure 


(9) The ascertainment of stock quantities is a 
physical operation and may be by means of an annual 
stocktaking, without supporting records, or by a 
periodical or continuous comparison of stock records 
with actual stock. The essential operations involved 
in ascertaining the quantities to be taken into account 
are: 

(a) identification of the articles and their owner- 

ship; . 4 

(6) counting, weighing or measuring them, 

(c) recording the information. 

Methods of carrying out those operations will vary 
according to the size and circumstances of the business 
and the nature of its stock records. In planning their 
work the auditors will need to assess the effectiveness 
of the procedure adopted in the business. 


(1o) Experience shows that it may be desirable 
for the auditors to make their assessment of the 
company’s procedure and to give consideration to 
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the basis on which stock is to be included in the 
accounts well in advance of the balance sheet date. 
This may enable them to suggest improvements 
which will benefit the company by, preventing 


difficulties which would otherwise emerge at a later 


stage and might be capable of being resolved only 
with considerable trouble and expense, if at all. 
Such improvements will also facilitate the work of 
the auditors in their subsequent testing of the pro- 
cedure. Some considerations which are relevant in 
making this assessment are indicated in paragraphs 
тт to 16 below. 


(11) Quality of staff. Is the stocktaking performed 
carefully and systematically by persons fully informed 
of the duties involved? 


(12) Independence of staff. Is the stocktaking carried 
out by or under the supervision of persons who do not 
also have charge of stock-keeping? 5 


. (13) Stock records. Where stock records аге kept 
(as distinct from the making of an annual inventory 
without supporting stock records) the auditors will be 
concerned with such questions as: 

(a) are the records kept accurately and up to date? 

(b) are the physical quantities checked against the 
records at the year end, or continuously 
throughout the year? 

(c) where the checking is continuous, is it done 
systematically either by an appropriate spread 
over the year or by choosing times which may 
reduce the work and risk of error (for example, 
when stocks are at their lowest, either seasonally 
or individually)? : | 

(d) is the checking so planned that each category 
of stock is checked at least once a year? 

(e) what is the procedure for investigating the 
causes of differences revealed on checking and 
for amending the records? 

(f)are the methods of recording and control of 
stocks such that unexplained differences are 
kept within reasonable limits? 


(14) Work in progress. Physical checking of work 
in progress will often not be possible by methods 
similar to those adopted for unused stocks. Reference 
to costing records is frequently necessary and it may 
not be possible to ¢éparate the question of physical 
quantity from thr/ question of the amount to be 
attributed to the work in progress. Where it is not 
possible or practicable to identify the work in progress 
with either the components which have gone into it 
or the products which will emerge from it, the auditors 
will be concerned with such questions as: 


(a) what is the costing system from which the work . 


in progress is ascertained? 

(5) is the costing system reliable and in particular 
is it integrated with the financial accounting? 

(c) to what extent are checks made by reference to 
statistical information concerning outputs of 
main products and of by-products (if any) 
which ought to be obtained from materials 
used? 
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(d) what is the system of inspection and reporting 
thereon to enable allowance to be made in the 
costing records for scrapping and rectification? 

(е) *what is the basis on which overheads are 
dealt with in the costing records? , 

(Г) 45 any profit element. included for which 
adjustments are required? 


(15) ‘Cut-off’ procedure. To ascertain the stock-in- 
trade and work in progress at the balance sheet date 
requires suitable ‘cut-off’ arrangements, that is to say 
arrangements which will ensure that at the relevant 
point of time there is complete accord between the 
physical stock which is brought into account, the 
records of the physical movement of stock and the 
related financial records of purchases and sales and 
of debtors and creditors. On this aspect the auditors 
will be concerned with such questions as: 

^C (a) what is the procedure for linking sales records 

with stock records, so that goods invoiced to 

Y customers are not included in the stock even 
though still held? 

(6) what is the procedure for linking purchase 
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records with stock records, so that the purchase. ` 


of all goods taken into stock is recorded and all 
goods purchased are included in the stock, 
whether held on the company's premises or 
elsewhere? 

(c) where the stocktaking is by annual inventory 
without supporting stock records and the 
whole or any part of the stocktaking was carried 
out before or after the balance sheet date, what 
is the procedure for adjusting the inventory 
to take account of movements in and out 
between the stocktaking date and the balance 
sheet date? 

(d) if the nature of the business involves holding 
goods belonging to others (for example, goods 
on consignment or customers' own goods 
awaiting processing) what is the procedure for 
ascertaining that. such goods are not included 
in the inventory? ` 


(16) Condition of stock. Stock which is slow moving, 
obsolete or damaged requires consideration by a 
responsible official in order to determine its treatment 
in arriving at the amount at which stock is to be 
stated in the balance sheet. The auditors will therefore 
be concerned with questions such as: 

(a) what is the procedure for ascertaining and 
recording the condition of stock and for 
reviewing the rate of turnover? 

(5) who is responsible for considering the results 
of that procedure and for determining the 
basis on which slow moving, obsolete or 
damaged stock is to be stated in the accounts? 


ds 


Audit Tests of the Company's Procedure _ 


(17) Audit tests of the company's procedure will be 
planned in the light of the auditors' assessment of 
its soundness in principle and with the object of 


1 See also paragraph 22. 
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enabling them to form an opinion on whether the 
procedure is properly operated and is effective. Ап 
appropriate series of tests will be based on the 
considerations referred to in the following paragraphs. 


Ascertainment of physical quantities and ownership 


(18) Appropriate audit tests will include all or 
some of the following as the auditors may decide: 


(а) examination of the count sheets (including 
‘rough’ sheets where these have been copied 
to new sheets) where there is only an annual 
stocktaking unsupported by stock records; 
this examination will extend to the adequacy 
with which the items have been described to 
enable them to be identified for subsequent 
steps such as pricing and assessment of con- 
dition; 

(b) examination and testihg of continuous stock 
records, where these are kept; this examination 
wil be designed to test the reliability of the 
records and will include consideration of the 
results of actual counts, the extent to which 
differences have arisen as compared with the 
records and the manner in which those dif- 
ferences have been recorded and investigated ; 

(c) examination and testing of the links between 
purchase records and stocks and: between sales 
records and stocks, with the object of testing 
the operation of the 'cut-off' procedure (pasas 
graph 15); 

(d) examination of records of stocks belonging to 
the company but held by others (for example, 
stocks overseas, or on consignment, or with 
outside warehousemen) ‘and consideration of 
the appropriateness or otherwise of the quanti- 

` ties involved being in the hands of the bailees 
concerned; where significant quantities are so 
held the records to be examined will include 
reports on inspections made by the company's 
staff and the certificates from the bailees, with 
particular attention to any reservations by the 
bailees indicating that they do not accept 
responsibility for the accuracy with which the 
nature and/or quality of the stock are described; 

(e) general scrutiny of the inventory or the stock 
records (and comparisons with the previous 
year) including attention to the possibility of 
material omissions or the inclusion of items 
such as loose tools which ought not to be 
included because they appear elsewhere in the 
accounts; 

(f) where applicable, tests by reference to statistical 
information covering. matters such as yields 
which may be expected from given quantities 
and normal losses or gains by evaporation or 
absorption of moisture; 

(g) in relation to work in progress, examination and 
testing of available records including costing 
records and work tickets attached to unfinished 
articles and, where there are long-term con- 
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tracts, examination of the relevant contracts 
including any modifications thereof and other 
information such as subsequent cost reports 
and estimates of costs to complete; 

(А) general scrutiny of records for . appropriate 
initials and signatures indicating responsibility 
for the work which has been carried out by the 
company's staff. 


Age and condition of stock 
(19) Where stock. is defective (through faulty 

manufacture or deterioration during storage) or is 

obsolete or unduly slow moving, these factors must 

be taken into account in determining the amount at 

which stock is stated in the balance sheet. Appropriate 

audit tests of the company's procedure for judging the 

physical condition will normally include: 

` (а) scrutiny of stock records during the tests 
referred to in paragraph 18, to ascertain what 
information as to condition and slow moving 
stocks has been.recorded and what action 
has been taken on that information; ' 

(b) comparison with the stock records relating to 
the previous balance sheet date; 

(с) examination by reference to normal experience 
of wastage due to rejects and deterioration; 

(d) examination of the relationship between stocks 
and turnover, including consideration of current 
trading conditions and any changes in sales or 
stockpiling policies; < 

(e) discussion with the management. 


Attendance to observe stocktaking 

(20) Where the auditors consider that such a step 
would be of assistance to them in the performance 
of their duties and would be reasonable and practic- 
able in the circumstances, they may attend occasion- 
ally at one or more of the locations to observe the 
actual stocktaking, whether the stocktaking is done 
periodically or on a continuous basis. This may be 
particularly helpful in the first year in which the audit 
is undertaken and thereafter from time to time, 
particularly when there have been changes in the 
procedure or where there are no stock records other 
than the annual inventory. Such observation by 
auditors will enable them to consider whether the 
stock checkers are complying with the procedure laid 
down and whether it is adequate for internal control 
purposes. During such observation the auditors may 
consider it desirable to test some of the counts made 
by the company’s officials. 


(21) When the auditors decide to attend to observe 
stocktaking on the lines indicated above they should 
avoid misunderstanding by making clear to the 
" management the reason for any such attendance. The 
presence of auditors at stocktaking does not relieve 
the management іп апу way of their responsibilities. 
The auditors are neither stocktakers nor valuers nor 
have they any responsibility for supervising the 
stocktaking. Their presence is to enable them as 
auditors to consider the adequacy and effectiveness 
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of the procedure. They will however be ready to 
advise or make recommendations, just as they would 
on other matters when they consider that the system 
of control is weak or is not being properly carried out. 


Amount at which stock is stated 


(22) Audit procedure will be designed to ascertain 
whether the amount at which stock-in-trade and 
work in progress are stated has been computed on a 


‘basis (or bases) and by methods which, consistently . 


applied and having regard to the nature and circum- 
stances of the business, will enable the accounts to 
show a true and fair view of the trading results and 
the financial position. The accounting principles 
involved are dealt with in Recommendation 22, 
Treatment of stock-in-trade and work in progress in 
financial accounts, 


(23) After examining the principles adopted by 
the management, the audit procedure to test the 


application of those principles will normally include: 


(а) tests of the stock sheets or continuous stock 
records with relevant documents such as 
invoices, costing records and other sources 
for the ascertainment of ‘cost’; 

(6) examination and testing of the treatment of 
overhead expenses; | 

(c) tests of ‘net realizable value’ (or, as the case may 
be, ‘replacement price’) with current selling 
prices and current buying prices and other 
relevant information including changes in 
prices since the balance sheet date so far as the 

` information is of assistance in determining the 
.net realizable value in the ordinary course of 
business on the balance sheet даје; ` 
` (d) tests of the arithmetical accuracy of the cal- 
culations; mE 

(e) tests of the consistency, in principle and in 
detail, with which the amounts have been 
computed; 

(f) consideration of replies to the inquiries which 
the auditors make of the company's officials; 
(g) consideration of the adequacy of the description 
. applied to stock-in-trade and work in progress 

in the balance sheet. 


Scope of the audit tests 


(24) The volume and nature of the tests which the 
auditors will need to do on the lines indicated in 
paragraphs 18 to 23 above are matters on which the 
auditors must use their own judgment in the light of 
their professional experience and having regard in 
particular to the nature of the business, the state of 


the records and their assessment of the soundness - 


of the company’s procedure. 


(25) For small ‘companies where the facilities for 
internal control are necessarily restricted and for 
any company whose procedure is unsatisfactory the 
auditors will need to extend their tests beyond what 
would otherwise have been necessary. For all busi- 


1 Reproduced in The Accountant of November 19th, 1960. 
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nesses however it is important that the auditors should 
have regard to the significance of the amounts involved 
in relation to the accounts as a whole so that time is 
not spent unnecessarily on extensive tests of items 
which cannot in any event have a material bearing 
on the presentation of a true and fair view. 


(26) Where applicable, having regard to the nature 
of the business, the tests will include examinations 
‘in depth’ (see paragraphs 17 and 18 of Statement No. 
1, General Principles of Auditing’). 


Overall tests 


(27) Audit tests which may often be appropriate 
by way of overall assessment of the reliability of the 
records will include, according to circumstances: 

(a) reconciliation of changes in stock quantities as 
between the beginning and end of the financial 
year with the records of purchases, production 

: and sales; 

(6) comparison of the quantities and amounts of 
stocks in the various categories with those 
included at the previous balance sheet date and 
with current sales and purchases; 

(e) consideration of the gross profit ratio shown by 
` the accounts and its comparison with the ratio 
shown in previous years; 

(d) consideration of the rate of turnover of stocks 
and its comparison with previous years; 

(e) consideration of the relationship of the quanti- 
ties ready for sale and in course of production 
with the quantities shown in operating and sales 
budgets; 

(f) where applicable, examination of standard cost- 
ing records and consideration of the variances 
shown thereby and their treatment in the 
accounts, 


1 See The Accountant, August 19th, 1961, page 243. 
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Machine accounting 


(28) To the extent that tests of the kind indicated 
in this Statement may be impracticable because of the 
use of machine accounting under which records are 
not always available by way of link between primary 
and ultimate records, the auditors will have regard 
to the considerations referred to in the Council state- 
ment on Mechanized Accounting and the Auditor as 
amplified by the Council statement on Accounting by 
Electronic Метод“. 


Independent stocktakers 


(29) The scope of the work undertaken by indepen- 
dent stocktakers and valuers and the details given in 
inventories submitted by them will need to be con- 
sidered by the auditors. The fact that the services of 
such persons have been used does not eliminate the 
auditors’ duties in relation to the stocks certified by 
the stocktakers, though it may affect the extent and 
nature of the tests which the auditors will consider 
it necessary to apply themselves. 


Auditors’ Report 


(30) If, as a result of their assessment of the 
company’s procedure and their tests of its operation, 
the auditors are unable to reach the opinion that the 
records are reliable they will find it necessary to make 
an appropriate reservation in their report to the 
shareholders if the amounts involved are material. 

(31) Similarly a reservation in their report will be 
necessary if in the opinion of the auditors the prin- 
ciples adopted by the company and/or the description 
applied to stock-in-trade and work in progress in the 
balance sheet are not such as to enable the accounts 
to show a true and fair view. 


? Reproduced in The Accountant of July 12th, 1958. 





Weekly Notes 


BALANCING THE ACCOUNT 


T is an article of faith among accountants that 

accounts must balance. In the case of the United 
Kingdom balance-of-payments accounts, the surplus 
or deficit on current account would be expected to be 
reflected. in the statement of assets and liabilities at 
the end of the annual trading period. At least this 
would be the case if the entries in the various books 
were correct. As far as the United Kingdom balance 
of payments is concerned, not only are many of the 
entries inaccurate but some are often omitted. The 
consequence is that at the end of the year there i$ a 
discrepancy in the accounts which the statisticians 


euphemistically define as the 'balancing item". It 
would not matter too much, bearing in mind the size 
of the transactions, if the balancing item were small 
or at least was reasonably constant from year to year. 
The facts are, however, that in 1959 it was £10 million; 
it was [364 million in the following year and in the 
first nine months’ trading for 1961 it has been 
estimated at [220 million. So tenuous is the estimate 
that the figure published one year is likely to be 
revised in the next year's White Paper. For example, 
the next White Paper on the balance of payments is 
expected -so the March Quarterly Bulletin of the 
Bank of England states — to contain revised estimates 
for recent years. 

Not merely does the overall figure vary widely 
from year to year, but the composition of the error 
also varies. The ‘balancing item’ is made up from a 
variety of sources and within each separate account 
there is scope for error. 'Thus, in respect of the 
annual import figure of £4,000 million, an error of 
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only т per cent contributes Ддо million to the balanc- 
ing item. Among the items in the invisible accounts, 
that for travel is most unreliable. Among other 
contributory factors are the unrecorded changes in 
the investment portfolios of companies and overseas 
residents.. Monetary movements between financial 
centres in the sterling area 2180 contribute their 
quota to the accounting error. Even bearing in mind 


the difficulties of keeping such records, it will come _ 


as a surprise to many readers that the figures upon 
which the United Kingdom's external financial 
position must be evaluated by the Government's 
advisers, are quite so tenuous. 


HELPING THE RATEPAYER 


ENTRAL Government participation in the 

finance of local government services is not likely 
to contract for the time being, if only for the reasons 
discussed in last week's leading article. The truth 
of those observations is underlined by the subse- 
quently published General Grant (Increase) Order 
.1962 of the Minister of Housing and Local Govern- 
ment. 

'The object of this order is to provide a further 
£13 million to the proposed figure of £454 million 
of general grant to be transferred to the local authori- 
ties in England and Wales in 1961—62. This increase 
represents just over half the increase in the relevant 
expenditure upon which the general grant is based. 
Of the aggregate increase in such expenditure, just 
over half is attributable to the Burnham award to 
teachers. This payment is only the forerunner of 
further awards. Discussions between the Ministry 
and local authority associations are continuing and, 
quite apart from the promised increase for 1962-63 
over and above the projected sum of £472 million, 
some agreement on the form and pattern of future 
central financial aid must emerge. 

These latest increases, although relatively small in 
relation to the total grant aid, nevertheless underline 
the argument put forward in our leading article last 
week that at some stage in the not-so-distant future, 
local authorities will be expected to utilize their 
enhanced resources of rateable value in order to 
relieve the Exchequer. Future developments in 
centra]-local financial relations should bear watching. 


RETAIL PRICE INDEX UNDER SCRUTINY 


5 now calculated, the official index of retail 

prices is based on a pattern of expenditure 
known to exist nearly a decade ago. Clearly some 
revision has become an urgent necessity; and the 
basis for such revision exists in the continuing 
Family Expenditure Survey which was instituted in 
the report of the Cost of Living Advisory: Committee 
for 1956. In their recent study — Report on Revision 
of the Index of Retail Prices (Cmnd. 1657), the 
Advisory Committee suggest that the weighting 
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pattern for a revised index should be the expen- 
diture over the three previous years, and that any 
necessary changes should be introduced annually in 
January. 

The committee recommends that a new index 
series should be started as from January this year, 
using the pattern as suggested above, and with 
whatever changes in the items to be priced as the 
Family Expenditure Survey shows to be desirable. 
'This new index will have as its base date January 
16th, 1962, and for the whole of 1962 both the new 
and existing official index figures will be published. 
From 1963 onwards the revised index will alone 
appear, the new figures being given to the first place 
of decimals and not rounded to the nearest whole 
number as with the present index. This new reference 
basis is to be used for at least ten years. 

Expenditure patterns for the present index are 
representative of families in which the head of the 
household earns up to £20 a week. For the new index, 
the expenditure limit is currently £30 per week. 
Food will be less heavily weighted in the new index, 
alcoholic drink will be much the same, tobacco 
appreciably lower, housing a little lower, durable 
household goods, transport and vehicles substantially 
higher, and services rather lower. Clothing and 
miscellaneous goods are unaltered. 

The growing use of electrical appliances is the 
main cause of the increased importance of the durable 


_household goods group. The rise in the transport 


and vehicles group is almost entirely due to a large 
rise in the expenditure on the purchase, maintenance 
and running of motor vehicles which more than 
outweighs a fall of some magnitude in rail transport 
expenditure. The fall in expenditure on services owes 
much to the declining popularity of the cinema. 

The trends in the two index numbers will be 
watched with interest; the existing one will remain 
‘official’ until the end of the year. 


COST CONSCIOUSNESS 


PEAKING at a conference on value analysis last 

week, Sir Miles Thomas, chairman of Monsanto 
Chemicals, said that an apparent weakness of British 
industry was the great reluctance in many companies . 
to disseminate information on costs to middle and 
lower management. He went on to say that there 
might be a fear that the information would be passed 
on to competitors. Even if this were so, however, the 
loss was small compared with the loss of incentive 
to reduce costs at levels where action was possible if 
information was not passed down the lines of 
command. | 

Не was addressing а one-day conference organized, 
by a firm of management consultants. Mr F. Garner, 
deputy chairman of Jeseph Lucas, said that value 
analysis was the best single approach to the problem 
of material costs. Value analysis is a system pioneered 
in the United States by the General Electric Co. 
Under it, every' component is subjected to close 
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scrutiny to see in what way costs can be reduced. 
It is therefore in a sense work study applied to 
materials. 

The fact remains, however, that there is always a 
dual problem in management — first to get the facts 
and then to communicate them. 


CAPITAL DIVIDENDS FROM ABROAD 


N Rae v. Lazard Investment Co Ltd the Court of 

Appeal last week allowed an appeal by the defend- 
ant company from the judgment of Plowman, J. 
(до A.T.C. 270). The appellant company held shares 
in a company incorporated under the laws of the 
State of Maryland, which in turn held shares in 
another company incorporated in the same State. 
The first Maryland company had been carrying on 
two businesses and had transferred one of them to 
the second Maryland company so that the latter was 
treated as becoming entitled to a substantial portion 
of the earned but undistributed profits of the former. 
The second company had issued shares to the first 
as part of the consideration for the transfer of the 
business, and the first company had distributed 
the shares amongst its own shareholders, including 
the appellant company. 

It was quite clear that if what had been done had 
been done by a company incorporated in or in 
accordance with the law of England, the result would 
have been that the shares distributed by the first 
Maryland company would have represented a distri- 
bution of profits of that company made since it had 
started operations and the appellant would have been 
liable, as were the taxpayers in С.Р. v. Reid’s 
Trustees (28 А.Т.С. 65), to income tax under Case V 
of Schedule D on the ground that the shares repre- 
sented “income arising from a possession out of the 
United Kingdom’. As reported in The Times of 
March 14th, the Court of Appeal distinguished that 
case, which had proceeded on the basis that the South 
African company whose capital profits had been 
distributed was governed by a law similar to that 
which would govern an English company. : 

In the present case, the Special Commissioners 
had before them evidence that under the law of 
Maryland which was the proper law applicable to the 
transaction, the appellant company did not receive a 
dividend but received capital. The transaction was in 
effect a partial liquidation, permitted by Maryland 
law, and the Court of Appeal saw no reason why the 
English Courts should not give effect to what had 
been done. 


TRADE IN SHARES 


HE House of Lords by a majority (Viscount 

Simonds, Lord Morris of Borth-y-Gest and Lord 
Guest, Lord Reid and Lord Denning dissenting) last 
week dismissed an appeal by the Crown from the 
majority decision of the Court of Appeal in $. P. 
Harrison (Watford) Ltd v. Griffiths (40 A.T.C. 132). 
In the financial year 1953-54 the H. company in- 
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curred a trading loss of £13,585, which was available 
to be carried forward. Till some time during that 
year the company carried on business as merchants, 
but in October 1953 its memorandum was altered to 
permit it to deal in shares, and in December of that 
year it purchased for £16,900, of which £15,900 was 
raised by a loan, all the issued share capital (1,000 £1 
shares) of the C. company, which at that time had no 
business but considerable accumulated profits. In 
January 1954 the H. company received from the 
C. company a net dividend of £15,901, which the 
H. company used to repay the £15,900 loan. The Н. 
company then sold for £1,000 its shares in the C. 
company. There was no evidence that the H. company 
bought or sold any other shares in 1953-54, but it 
did carry on the business of dealing in shares during 
the following year. For the Crown it was argued that 
the shares in the C. company were purchased with a 
view to obtaining a dividend аргіпѕї -which the 
H. company could claim to set off its losses. That 
argument, said Lord Simonds (according to The 
Financial Times of March 16th), rested entirely on 
the proposition that the essence of a trading trans- 
action was that its object was to make a profit, and 
that the found object of the present transaction was 
the ulterior one of obtaining a dividend against which 
the losses of the H. company could be set off. 

His lordship said that, attractive as this proposition 
was, it did not convince him. ‘Here was a company 
whose object it was to deal in shares. It entered into 
a commercial transaction which, though it might be 
given an invidious name, contained no element of 
impropriety, much less of illegality. I can find nothing 
that enables me to say that it is not a trading trans- 
action.' Lord Reid and Lord Denning agreed with 
the view which the Special Commissioners had taken, 
that the transaction in the shares of the C. company 
was not a trading transaction. 


THE SMALL INVESTOR ... 


HE most important channels for private saving 

are the fixed interest media such as the building 
society deposit, of which there are nearly 44 million 
accounts, worth in the aggregate almost £3,000 
million. Some 3o million active savings accounts 
contain an even larger sum, while over 17 million 
people hold National Savings Certificates worth 
almost £2,700 million. Yet, far from offering the 
small saver security, the depreciation in the pur- 
chasing power of the currency has meant heavy losses 
for such savers. 

According to Mr Richard Kellett in the latest 
Hobart Paper,! investment in the equity capital of 
the young and developing companies in Britain 
today would offer such savers a greater return, as 
well as benefiting British industry. 

In Mr Kellett’s opinion there are a number of 


! Ordinary Shares for Ordinary Savers. Hobart Paper 16. 
Institute of Economic Affairs, 7 Hobart Place, London SW1. 
5s net. 
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factors which prevent the small saver acquiring ап 
interest in ordinary shares. The first, he says, is the 
well-known fact that many stockbrokers do not like 
déaling with small investors (although a contrary 
view was firmly expressed by Lord Ritchie, Chairman 
of the Council of the Stock Exchange, at a conference 
held last Wednesday — referred to in the following 
note. Lord Ritchie stated that the Stock Exchange 
welcomed the small investor and that 'two out of 
three firms havé their names on the short list of 
brokers which is sent out to small investors who 
request information’). 
‚ Then, states Mr Kellett, there is the present stamp 
duty which is a real discouragement to the small 
potential investor, and, thirdly, there is the dis- 
crimination of the tax system against ‘unearned’ 
income. Mr Kellett argues that there may have been 
some case for the latter in times long past when the 
main source of capital was inherited wealth; nowadays 
it is an anachronism. The proposal to tax capital 
gains must also deter such investment; in any case, 
the era of easy capital gains has passed. 
The author believes that in the long run the main 
flow of new equity capital must come from the private 
saver since much of the current institutional invest- 
-ment in equities tends to favour the safe ‘blue chip’. 
While Mr Kellett's thesis for the encouragement of 
equity investment by the small saver has much to 
recommend it, the ‘notion that such individuals 
should be encouraged to acquire shares in young 
developing companies does not seem altogether wise. 
There is always danger in putting a nest egg into 
one basket and it would be a tragedy if such investors 
were to burn their fingers. No doubt the unit trust 
movement has its shortcomings, but the spread of 
risks offered by a sound trust makes the units a 
better proposition for the small saver than a single 


equity. 


... AND WIDER SHARE OWNERSHIP 

НЕ crusade of the Wider Share Ownership 

Committee to popularize equity investment with 
the small saver took a further step forward this week 
with the publication of a comprehensive survey 
entitled Savings and Attitudes to Share Owning, 
prepared for the Committee by Dr Mark Abrams, 

Conducted among a sample of 568 men in the ‘four 

highest of the six social grades of the British popula- 
tion', the survey indicates that the most favourable" 
. reaction from non-owners to share-owning is from 
` those under 40 in the higher social grades. As one 
might expect, there was an increased reluctance to 
change saving habits among the older groups. Most 
non-owners, it seems, are convinced of the national 
and industrial benefits to be derived from wider share 
ownership, but they regard share purchasing as 
‘risky’ and ‘complex’ and do not feel that there is 
anything to be gained from investing relatively small 
amounts, There was also much uncertainty as to the 
best way of obtaining advice on shares. Half of the 
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non-owners reacted favourably to a regular share 
purchasing scheme – mainly younger men in the 
lower grades. 

Eleven per cent of the non-owners had over [500 
in long-term savings. Assuming that each of the 11 per 
cent were to buy shares, states thé survey, then «ће 
number of shareholders would roughly double 
(from approximately 3:4 to 6-8 million) It was 
considered that the removal of the 2 per cent stamp 
duty would greatly encourage such growth. 

The survey was presented on Wednesday at a 
conference organized by the Wider Share Ownership 
Committee presided over by the Committee’s 
Chairman, Mr Maurice Macmillan, м.р. The open- 
ing address was given by Mr Henry Brooke, M.P., 
Chief Secretary to the Treasury and Paymaster- 
General, who referred to the part companies them- 
selves can play. In the last few years, he said, a great 
deal of progress had been made in the direction of 
producing more informative company reports. It was 
exceedingly important that the process of providing 
full and comprehensible information should continue. 

Other speakers were Mr S. P. Chambers, Chairman 
of Imperial Chemical Industries Ltd – who criticized 
the ‘whole forest of special reliefs’ given to almost 
every form of saving other than that invested in the 
risk of private enterprise - and Lord Ritchie, Chair- 
man of the Council of the Stock Exchange. Lord 
Ritchie said that he would like to ‘blow sky high’ 
the idea that the Stock Exchange could not be 
bothered with small clients - *we welcome small. 
investors, we welcome small new business’, he 
declared. 

With regard to the survey, Lord Ritchie said that 
the picture presented was encouraging but gave no 
room for complacency. On one side the steady in- 
crease of shareholders was confirmed. In 1948 — 
il million; 1952-18 million; 1960-3-1 million 
and now between 3:2 and-3-6 million. It also showed 
that there were an enormous number of people 
in the country on the threshold of buying shares. It 
showed too, that young people were particularly 
interested in share buying and in general less inclined 
to be obstinately and dogmatically opposed to share 
ownership. On the other hand, it was quite clear 
that there was still a lot of ignorance about stocks and 
shares and also uninformed prejudice, 

Lord Ritchie stated that it had been decided by 
the Council of the Stock Exchange to commence 
corporate advertising in order to make more generally 
known to the public the part played by the Stock 
Exchange in commercial life. The campaign is to 
start at the beginning of next month. 


Lord Ritchie concluded his remarks with an attack ' 


on the Government for what he called their ‘restric- 
tions and barriers’. The City of London, he declared, 
had not reached its pre-eminence in the past by 
taxation and restriction, and the Government should 
‘consider forthwith what existing barriers they can 
remove’, instead of thinking up new schenies which 
would hamper business. 
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ACTIVITY IN MACHINE TOOLS 


UCH publicity has been given to the slowing 

down in the rate of investment in new building, 
plant and equipment. Most manufacturers of in- 
dustrial equipment have been fairly confidently 
promised a less than buoyant year, at least so far as 
the home market is concerned. 

Estimates put out last week-end by the Machine 
Tool Trades Association are in consequence quite 
encouraging. Although the value of orders on hand 
fell from about £1175 million to about /rr6:8 
million between November and December, the 
machine tool industry has begun 1962 with ro per 
cent more work on its books than it had at the same 


THE 
ACCOUNTANT 


363 


time last year. Outstanding orders for the home 
market were up 4 per cent on a year earlier and those 
for export up by as much as 32 per cent. The in- 
dustry’s order book began to improve in value 
through the year until August but after this date 
orders began to level off as deliveries accelerated. 


It would appear, therefore, that the machine tool 
industry is following the general pattern predicted 
for the capital goods industry this year, except that 
the export performance so far in 1962 has been 
particularly satisfactory, while the showing in the 
home market has been less disappointing than might 
have been expected from forecasts of activity made 
in the closing months of 1961. 





This is My Life... 


by Ап Industrious Accountant 
CHAPTER 116 


OUNG accountants often find themselves apply- 

ing for new and better jobs during their laborious 
struggle up the long road to the top. It’s too easy to 
make a mistake during the climb. Rarely are the 
stambling blocks marked in advance. 

Some time ago I interviewed some applicants for a 
vacancy in our accounts department. The first 
candidate was very impressive. He was a slim, eager 
young man, recently qualified, with all the obvious 
advantages; personable, well-spoken, a sound school 
record, captain of the local tennis club, already 
holding a good junior accountancy job. He was 
admittedly ambitious and I felt he'd go far. So I 
explained our requirements carefully and really 
hoped he'd make the grade. | 

He interviewed well; he queried every detail, 
salary increments, rotational assignments, etc., and 
answered fluently. But soon I began to be conscious 
that our positions were being reversed; he was 
interviewing me. Under the sleek blond hair, behind 
the narrowed eyes, he was collating data for future 
reference. So I let it run for a while, then suggested 
gently that he'd better put his cards on the table. 

He halted in mid-question; his jaw dropped. 
*You're obviously not interested in the job, you 
know,’ I said, ‘But that's all right, just so long as we 
both appreciate it. I'm véry ћарру to tell you about 
job prospects here and elsewhere; what's the real 
set-up? 

He was rather crestfallen as he admitted that he'd 


` just accepted another job. He'd come to me for 


interview experience and to compare working 
conditions. I tried to help him, as he was still young 
in the ways of the world, but he seemed to resent 
bitterly having had to disclose his deception. He 


broke off our talk and we parted with some constraint; 


his duplicity had let him down. 
The final candidate for our vacancy was an even 


more likely type. An ingenuous, curly-headed 
character, patently devoid of guile, he talked freely 
of his past and future. He sold himself equally well 
to Prinny, our personnel director, and to cut a long 
story short he accepted the job shortly thereafter. 
He called in on the Wednesday to say thanks to us 
and to arrange final details; all went pleasantly. We 
arranged that he'd start work with us the following 
Monday. 

On Friday the blow fell He telephoned that · 
morning in some perturbation to say that he'd just 
heard from a company which had interviewed and 
rejected him a month préviously. They had changed 
their mind, they said. They offered him their job, 
which was nearly £200 per annum better than ours, 
with better prospects also. As he saw it, he had no 
option. He had accepted their offer. But he felt badly 
about it; he wanted to come round to explain and 
apologize. 

Well, I didn't demur. After all, he had to look after 
his own best interests; far be it from us to keep him 
against his will. But Prinay was most annoyed. He 
holds firmly to the ancient adage that a man's word 
is his bond. Besides, he felt affronted by our relega- 
tion to second fiddle and the reflection on our salary 
and prospects. Never had-I seen him so disgruntled; 
never before had one of his choices backfired. He 
arrived in my room shortly after the young accountant 
and transfixed that flustered but well-intentioned 
stammerer with an outraged eye. 'You're to bé 
congratulated on an improved job, sir, I understand, 
he growled. ‘I trust your new employer will find your 
word more, reliable than has been my experience. 
You've no cause to be proud of your action today.’ 

His victim straightened up in -bewilderment and 
stared at us; his hurt face mirrored a hopeless struggle 
between the urge to explain and the realization that 
explanation was futile. Then silently, with his chin 
held high, he turned and walked out of the office. 
He looked baffled; his honesty had let him down. 

I was really sorry to see these young fellows suffer 
mortification. Still, they both looked like men who 


Should do well; they'll have to learn to stand up to 


harder knocks on their climb to the top. Тће best 
laid plans gang aft agley. | 
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Finance and 
Commerce 


Explanation 


OMPANY meetings sometimes develop an air of 

unreality; on occasion they give an impression 
that someone is trying to work a tremendous leg- 
pull. Normally, one must take it that shareholders are 
acting in good faith even when they ask questions 
that seem ‘out of this world’. There was the question 
at the meeting of Trinidad Sugar Estates Ltd on the 
auditors’ report, for instance, about the ‘information 
and explanations’. Мг E. Cassleton Elliott, C.B.E., 
Е.С.А., the chairman, explained that the wording fol- 
lowed the Companies Act. The shareholder seemed 
to think that there might be some element of ‘passing 
the buck’, as he said, in the wording, although who 
might have been passing the buck to whom was not 
too clear. Did the auditor, in fact, asked the share- 
holder addressing the auditors’ representative, have 
to ask for any explanations? And the reply was: ‘Oh 
yes, quite a number of small ones.’ And the incident 
closed with a polite: ‘Thank you.’ 

It would be interesting to know what really. was 
passing in the shareholder’s mind to prompt such a 
question, but it will probably never be known. At 
least it can be said that the company had the right 
chairman to deal with the query. Mr Cassleton 
Elliott, later in the meeting on another point, said: 
“You can’t teach me anything about company law.’ 


Тапа Importance 


"Trinidad Sugar Estates, whose accounts provide this 
week's reprint, can see the probability of a very sub- 
stantial increase in the value of its land asset. Basically 
it is a sugar-growing company with about 53 thousand 
of its 8} thousand acres planted, and its own: sugar 
factory. Из fortunes have varied with the sugar 
harvest and market, but can be gauged from the 
fact that in roughly the first half of the last decade, 
the price of the 5s shares has been either side of par 
with a low of 3s 3d at one time. 

Certain interests, however, have recognized the 
growing importance of the land for what in these 
days is called ‘development’ and the price of the 5s 
shares is now up in the region of about 455. It has been 
47s. And those who have bought the shares on the dev- 
elopment prospect are anxious to turn the prospect 
into hard cash at the earliest possible moment. 

With this aim, the “ginger group' (as The Daily 
Telegraph City Editor called it) got two of its nominees 
on to the board in place of two retiring directors and 
a third as an additional director. Voting strength on a 
poll was 476,324 against 345,855. It was just a case 
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of bowing to the will of the majority in a company 
democracy. 


Land Values 


What was the land worth ог -likely to be worth? Mr 
Cassleton Elliott was pressed for an answer. His view 
was that it would be entirely misleading to try to give 
shareholders any indication of future value. Certainly 
the Trinidad Government had requisitioned 170 
acres and agreed a value, after negotiations, represent- 
ing an average of just over £1,000 an acre. But in any 
case, he emphasized, the directors were not free 
agents to sell this acreage in the open market. So far 
as other sales were concerned, prices had varied from 
£1,480 an acre to £2,904 an acre according to the 
position of the land and the potential use to which it 
can be put. If the buyers of the land subsequently 
sold at a profit, they also had to do a good deal of 
work, including clearance, provision of drainage, 
water and electricity. 

Mr Cassleton Elliott was in Trinidad last Novem- 
ber and was able to outline to the meeting the con- 
ditions there. Shareholders, he said, should realize 
that the Government of Trinidad was in course of 
introducing a Town and Country Planning Act based 


on very similar lines to legislation in this country. - 


The Trinidad Act was intended to come into force 
this March. In future, planning consent would be 


needed for any land development. And emergency 


powers had been taken to prevent change of existing 
user without consent. 


Revaluation 


It has been suggested to the board that there should 
be a property revaluation with a view to capitalizing 
the surplus value in a distribution of bonus shares. 
But the board's view was that there was no advantage 
to be gained by trying to re-value. There might be 
taxation difficulties on a number of aspects of develop- 
ment and sales. That side of the question would have 
to be carefully considered. 


Also to be considered was the Trinidad Govern- . 


ment's anxiety to see that sugar, one of the island's 
main industries, continued. The impression gained on 
the visit was that Government policy was to maintain 
agriculture as much as possible and at the same time 
to support industrialization so that surplus labour 
could be absorbed. It was made quite clear, said the 
chairman, that the Government would expect a sub- 
stantial proportion of the company's estates to con- 
tinue in sugar production. 


Meantime, the company has instructed architects , 


and town planning consultants to make a complete 
survey of the estates and to advise on the user and 
development of a large estate for residential, in- 
dustrial and agricultural expansion. 
From one angle, the company may be seen as 
sitting on a potential gold mine. But those who have 
had to deal with authority elsewhere in the matter of 
land development will understand the difficulties. 
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CITY NOTES 


ITH the Budget looming ahead the stock- 

market's chief interest currently lies in new 
issues, 'The pre-Budget new issue rush has provided 
investors and punters with considerable scope. The 
pattern emerging, however, is the familiar one of 
support for equity offers but lack of support for fixed 
interest stock issues. 

Property shares, offered on a low yield basis, have 
attracted heavy oversubscription with allotment in 
most cases having to be decided by ballot. Debenture 
and loan stock offers, on the other hand, have been 
left with underwriters. 

The prospect of a premium on the equity and of a 
discount on the loan capital works both ways in the 
new issue market. Тће Middlesex County Loan 


3 where the terms were considered attractive when 


first announced, and which were apparently made 


$ more attractive still by an interim improvement in 


‘eo 


š 


the gilt-edged market, was none the less heavily left 
with underwriters and opened at half a point dis- 
count. 

Under а она in which interest rates are on the 
down grade, the lack of response to fixed interest 
„offers is apparently difficult to fathom. The fact of 
‘the matter is, however, that the bigger investors 
interested in this type of stock obtain stock on 
underwriting terms. 

Over the stock-market as a whole, Budget pre- 
occupation has restricted business to small dimen- 
sions and the optimism apparent a week or two ago 
has noticeably evaporated. 
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RATES AND PRICES 
Closing prices, Wednesday, March 215, 1962 


Tax Reserve Certificates: interest rate (25.11.61) 3194 


Bank Rate 
Jan. 21, 1960 5% July 26, 1961 796 
June 23, 196c 695 Oct. 5, 1961 64% 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Dec. 8, 1960 5% Mar. 8, 1962 54% 
Treasury Bills 
Jan. 12 £5 8s 6-034 % Feb. 16 £5 9s 10°81d% 
Jan. 19 £5 65 235d9, Feb.23 £5 ros 747d% 
Jan. 26 £5 45 10" 06d % Mar.2 £5 105 11-2649 
Feb. 2 £5 45 493d % Mar.9 £5 os 5:89d 97 
Feb. 9 £5 85 o74d9; Mar.16 £4 17s "57d 2 
Money Rates 

Day to day 36-44% Bank Bills 
7 days | 74—46 0 2 months 58-540 
Fine Trade Bills 3 months 55-51% 

3 months 61—7 75 4 months 58-54% 

4 months 61—7 % 6 months 515i 7/6 

6 months 64-74% 

Foreign Exchanges 
New York 2818-1 Frankfurt 11'26—4 
Montreal 2°954-4 Milan 17481-9 
Amsterdam хо:164—17 Oslo 20°05 3-06} 
Brussels 140-1948 Paris 13:8o-i 
Copenhagen 19°37-¢ -` Zürich 12'214—'22 
Gilt-edged 

Consols 4% 621$ Funding 3% 59-69 824ха 
Consols 24% 40$ Savings 3% боо ' 798 
Conversion 54% 1974 928 Savings 3% 65-75 І 
Conversion 5 "A 1971 914 Savings 24% 64-67 87} 
Conversion 31% 1969 854 ^ Treasury 54% 2008-12 88} 


Treasury 5 й; 86-89 8324 


Conversion 34 $} 
Пау 34% p 77-80 71% 


55 
Exchequer 53 % 1966 998 


Funding 54% 82— 912 Treasury 2 79-81 уо} 
Funding 4% ‘0-90 - 89% Treasury 2% 40 
Funding 3375 99-04 бій Victory d^ 95i 
Funding 3% 66-68 85% War Loan 31% 564 





Taxation Case 


A full report of the case summarized in this column 
pdt be published, with a Note on the Judgment, in 
$ the ‘Annotated Tax Cases’. 


British Commonwealth International Newsfilm 
Agency Ltd v. Mahany 


In the Court of Appeal — March r5th, 1962 


(Before the MASTER or THE RoLLs (Lord EVERSHED), 
Lord Justice Upjoun and Lord Justice Птргоск) 


Income tax — Loss — Adjustment of liability - Annual 

Apayment made to a trading company — Whether recip- 
ient entitled to repayment of tax — Income Tax Act, 
1952, sections 123 (Schedule D, Case IIT) 341- 
Finance Act, 1953, section 20 (2). 

In 1956 the appellant company was formed by the 
Rank Organisation Ltd (Rank) and the British 
Broadcasting Corporation for the purpose of supply- 
ing visual news on a world-wide scale, and of ensuring 


that the company should remain under British control, 
and of preventing the supply of visual news material 
being dominated by American interests. The com- : 
pany was incorporated on March 8th, 1957, and its 
main object was expressed to be the supplying of a 
service of world news. The subscribers, Rank and 
the B.B.C., held an equal number of shares, and each 
appointed the same number of directors. Later, the 
Canadian Broadcasting Corporation and the Austral- 
ian Broadcasting Commission also took shares in the · 
company, and each appointed a director. 

It was expected that the company's activities would 
not be a commercial proposition in the early years, 
and on October 31st, 1957, Rank and the B.B.C. 
agreed that each of them would pay to the company 
an additional subscription equal to half the amount 
of the deficit. 'The agreement recorded that the aims 
of the parties were not those of commercial gain, and 
that the company's profits should be applied first in 
improving the quality and expanding the range of the 
service, and then in reducing the amount payable by 
subscribers for the benefit of the service. On the 
same day a deed of trust was executed reciting that 
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the four shareholders wished to ensure that the 
company should remain under British control, and 
that the news offered to subscribers should be 
collected and supplied in an impartial manner. Тће 
deed repeated the desire of the parties thereto that 
the control of the company should. remain British, 
and that their aims were not those of commercial 
gain. Тће four parties covenanted with the trustees 
that as shareholders in the company they would use 
their best endeavours to ensure the implementation 
of recommendations made by the trustees regarding 
the policy and methods of the company. 

In March 1958, it was apparent that the company 
would make a loss for the accounting period ending 
on the 31st of that month, and that Rank and the 
B.B.C. would have to make additional subscriptions 
to cover the loss. Rank had not had any business 
dealings with the company, though some of its 
subsidiaries had had to a small extent. In the hope of 
improving the tax position Rank and the B.B.C. 
made a deed of covenant with the company on March 
28th, 1958, to cover the tax years from 1957-58 to 
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1964-65; and each covenanted with the company to 
pay to the latter in each covenant year a sum equal to 
half the deficit. The deficit for the period from March 
8th, 1957, to March 31st, 1958, was £125,180, of % 
which Rank’s share was £62,590. Rank sent the com- 
pany a cheque for that sum less tax, and gave it a 
certificate showing that the amount of tax deducted 
was £26,600 17s 2d. The company claimed repayment 
of that sum. | | 

It was contended for the respondent that the рау- 
ment under the deed of covenant was a trade receipt 
of the company. It was contended for the company 
that the sum in question was not a trade receipt, 
because there was not a quid pro quo for it, and because 
Rank had had no trading relationship with the com- 
pany during the tax year in question. The Special 
Commissioners decided that the sum was a trade 
receipt, and that the company was not entitled to 
repayment of tax. 

Held (affirming the decision of Mr Justice x 
Plowman): the Special Commissioners! decision was 
correct. 





Reviews 


The Management Audit 


Third edition by 'T. G. Козе. (Gee & Co (Publishers) 
Ltd, London. 10s.) 


This admirable little book is a tribute to its author. 
It was written originally in 1932 and one might 
have assumed that it would have by now become 
outmoded and old-fashioned. A perusal of it, how- 
ever, quickly assures the reader that this is not so. 
It is a thoroughly modern book in its essential 
message on the subject of the necessity of reviewing 
management techniques at regular intervals. 

Perhaps one passage gives a clue to the passage of 
time, here the author refers to the annual audit: as 
setting out the true financial position of the company 
and states that the managing director 'is relieved of 
any fear or error or misdirection here owing to the 
annual.financial audit carried out by an independent 
firm of auditors'. 

: By 1962, all realistic accountants of progressive 
outlook are aware.that an annual audit of itself is 
insufficient protection for the managing director in 
financial matters. Managing directors now need to 
know a great deal more about accounts than some of 
them did thirty years ago, and it is to be hoped that 
accountants appreciate and acknowledge the necessity 
of knowing quite a lot about the responsibilities and 
work of managing directors. 

For this very reason, the accountant in practice 


as well as in industry will find stimulation in much of 
this short work. Many of the tasks assigned to the 
management auditor are the sort of tasks which the 
practising accountant himself must tackle – and if 
Mr Rose is right about the qualifications needed for 
the job (fifteen years' experience is his yardstick), 
then one cannot but agree with his conclusions that a 
combined financial [management audit such as is now 
envisaged by even small firms of accountants with , 
progressive ideas, would best be achieved by the 
accountant and management consultant working . 
together; and if accountancy firms include experts ~“ 
or specialists in management among their senior 
staff so much the better. 


Know Your Accounts 


: by Marre MELLOR, A.L.A.A. (Macdonald & Со’ 


(Publishers) Ltd, London. 125 64 net.) 


Designed to provide a knowledge of book-keeping for 
those engaged in retail trading, this new manual deals 
with documentation, cash and credit transactions 
connected with buying and selling and the mysteries 
of the trial balance, profit and loss account and 
balance sheet. It also takes in its stride departmental 
accounts, bank reconciliations, machine book-keeping 
and partnership accounts as well as providing ‘an 
introduction to the journal proper’. e 
As the standard is elementary, the contents are not 
likely to be of sustained value to articled clerks but 
its usefulness to shop assistants, anxious to acquire a 
basic background on commercial accounting, is 
apparent. The text is mainly occupied by practical 
examples and there are a number of exercises for the 
student to work out when he has mastered the 
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principles explained in the subject-matter of each 
chapter. 
One wonders, incidentally, why the autbor still 


у apparently prefers the designatory letters A.L.A.A. 


E 


which went out in 1939 when, following amalgama- 
tion with another body, the London Association of 
Certified Accountants became the Association of 
Certified and Corporate Accountants. З 


Auditing Principles 
Second edition by Howarp Е. STETTLER, C.P.A. 


(Prentice-Hall International, Inc., 28 Welbeck Street, 
London Wi. 70s net.) 


Many practising accountants never refer to an 
auditing textbook, except perhaps fleetingly, after 
they qualify. The excuses they offer — pressure of 
work, developments in other branches of accounting 
which have to be mastered etc. – are all valid but it 
must never be assumed that auditing techniques are 
static. They are changing constantly and it is at his 
own peril that the practitioner neglects to keep up 
with them. | 

One of the best ways of always being well in- 
formed is їо read – and not just dip into — recent 
textbooks on the subject and one that can be recom- 
mended, both because it has just been newly revised 
and because to British practitioners it deals with 
auditing from the American angle, is Professor 
Stettler's treatise which is at the same time scholarly 
and practical 'The chapters on internal control, 
inventories, the effect of electronic data processing 
on auditing, audit sampling techniques and manage- 
ment advisory services are all of particular interest 
and for any Rip Van Winkle who has not yet caught 


= up with the McKesson: & Robbins fraud, there is a 


succinct ten-page summary of the case in one of the 
book's appendices. 


Practical Financial Statement Analysis 


Fifth edition by Roy А. Fourxr. (McGraw-Hill 
Publishing Co Ltd, London. 69s 6d net.) 


When the fourth edition of this able analysis was 
reviewed in these columns in 1958, Mr Foulke was 
quoted as saying that the absolute standards of com- 
mercial measurement which the accountancy pro- 
fession was striving to establish were still some way 
off and that a further period of experimentation and 
change in the form of financial statements lay ahead. 
According to the fifth edition, just published, he is 

¿ (and, we think, rightly) still of the sime opinion 
‘because he states that ‘room for continued develop- 
ment is axiomatic’ and he emphasizes his point by 
quoting that ‘change is the only permanence’. All 
this, however, seems to clash with the view of his 
publishers who begin their blurb with the words — 
"Completely undated . . .’. How, one wonders, can 
a book which records transitory trends remain 
completely undated? | 
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It may be said, as was said before, that Mr Foulke, 
who has spent а lifetime studying investment analysis, 
explains in exemplary detail how to extract the really 
essential information from financial accounts and, 
what is more, how to put the essence so obtained to 
good use. Perhaps his publishers are not so far off 
the mark after all. Mr Foulke is clearly in advance of 
his time but it may be that his more astute readers, 
taking full advantage of his prescience, render his 
text out of date almost as soon as it is released. 


Income Taxes in the Commonwealth 
Second Supplement. (H.M.S.O., London. £3 7s 6d net.) 


The great merit of this most comprehensive work on 
the income taxes in the Commonwealth is that it 
keeps pace with the changes which are continually 
occurring in the many territories involved, so that 
there is always at hand a conspectus of which one 
can be sure, not only that it has been most carefully 
prepared, but is up to date — or as nearly up to date 
as is practicable. 

This new supplement includes many reprinted 
pages for insertion in the loose-leaf volumes, while 
the number of manuscript amendments to be made 
has been kept within bounds. The most extensive 
changes noted deal with the income tax laws of Malta; 
for other territories with separate income tax juris- 
dictions the changes are comparatively slight, but 
none the less important to know. 

Only those who have been faced with the problem 
of finding out the current tax situation in a particular 
territory before the publication of this work, can 
appreciate what a blessing it is. 


RECENT PUBLICATIONS: 

PERSONNEL Recorps, Forms AND PnocEDUmgEs, by W. 
Durham. v+85 pp. 10x74. 125 6d (post 15 extra) 
Industria] Welfare Society, London. - 

Green’s DEATH Durizs, fourth (Cumulative) Supplement to 
fourth edition, by D. J. Lawday, LL.B.(LOND.), and E. J. 
Mann, LL.B.(LOND.). xii4- D.ro4 pp. 94 x 6. Paper covers. 
125 6d net (Postage 6d extra). Main Work and Supple- 
ment: Price 975 6d (Postage 2s 94 extra). Butterworth & 
Co (Publishers) Ltd, London. 

QUALITY CONTROL IN THE OFFICE, by P. N. Wallis, F.c.a., 
F.S.S., A.M.B.I.M., А.С.1.5. 189 pp. 54 х 84. 30s net. Current 
‘Affairs Ltd, London. (An Office Magazine Publication.) 

Economics OF INDUSTRIAL ORGANIZATION, fourth edition, 
by A. Beacham, О.В.Е., M.A., PH.D., and L. J. Williams, 
M.A. xi-+212 рр. 18s net. Sir Isaac Pitman & Sons Ltd, 
London. | 

A Summary or AUDITING Case Law, eighth edition, by 
E. Miles Taylor, F.C.A. vi--99. 9 X 6. 8s 6d net, 9s by post. 
Textbooks Ltd, Harpenden, Herts. 

Company Law, by Christina Gorna. 74 x 43. У --215. ros 
net. Sweet & Maxwell Ltd, London. 

Income Tax PRINCIPLES, fifth edition, by Н. А. R. J. 
Wilson, Е.С.А., and K. S. Carmichael, F.c.A. ix+183 pp. 
54 Х 85. 125 6d net. H.F.L. (Publishers) Ltd, London. 

‘Tue Law RELATING TO BANKRUPTCY, DEED OF ARRANGE- 
MENT, RECZIVERSHIPS AND 'l'RUSTEESHIPS, seventh edition, 
by O.“ Griffiths, M.A., LL.B. xx+260. 9X6. 255 net. 
Textbooks Ltd, Harpenden, Herts. 

Tue Law or Restrictive TRADE AGREEMENTS, by Jeremy 
Lever, M.A. 88 pp. 946 card covers. ros 6d. Sweet & 
Maxwell Ltd, London. 


370 


ТНЕ 
ACCOUNTANT 


March 24th, 1962 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Согљетт SMITH, Емлотт & Co, Chartered 
Accountants, of 20 Wormwood Street, London ЕС2, 
announce that as from March 3151, '1962, Mr HAROLD 
COLLETT SMITH, F.C.A., is retiring from the partnership 
but will continue to be associated with the firm for 
some time, as consultant. The practice will continue 
to be carried on under the same name by Mr PETER 
ALBERT ELLIOTT, B.A., F.C.A. 


Messrs COOPER BROTHERS & Co, Coopers & LYBRAND 
and the firm of Р. О. OnnriNGs RevistonsByRA, of 
Biblioteksgatan 26, Stockholm, announce that they 
have formed the Swedish firm of COOPERS & LYBRAND 
A.B. with offices at Stockholm, Luleà, Sundsvall, 
Falun, Orebro, and Mariestad. 


Messrs HanMooD BANNER, Lewis & Mounsey and 
Messrs Casu, STONE & Co, announce that, as from 
May xst, 1962, they are amalgamating their practices 
and that the joint practice will be carried on under the 
name of HanMooD-BANNER, Casu, STONE & MOUNSEY. 
Sir WiLLIAM CASB, М.А., Е.С.А., Messrs С. K. Соок, 
F.C.A., W. P. Scowcrort, Е.С.А., апа А. W. WHITE, 
F.C.A., will act as consultants to the new firm. 'T'he 
practice will be carried on from the present addresses 
in Liverpool, London and elsewhere. 


Messrs Kipsons, TAYLOR & Co, Chartered Account- 
ants, of 1 Booth Street, Manchester 2, and Sardinia 
House, Kingsway, London WC2, announce that Mr 
С. S. Ross, A.C.A., has been admitted into partnership 
as from March rst, 1962. The firm’s name will remain 
unchanged. 


Messrs Lino & Co, Chartered Accountants, of 
338 Streatham High Road, London SWx6, announce 
that Mr В. A. BURKE, Е.С.А., will be taken into partner- 
ship as from June 1st, 1962, and that the firm's name 
and place of business will remain unchanged. 


Mr E. J. REYNOLDS, F.S.A.A., Е.А.С.С.А., of 2 The 
Parade, St Albans Road, Hatfield, Herts, and Mr W. 
RUDERMAN, Е.А.С.С.А., A.C.LS., A.T.LI., practising as 
W. Ruperman & Co, Midland Bank Chambers, 
Welwyn Garden City, Herts, have agreed to amal- 
gamate their practices as from April rst, 1962, under 
the style of REYNOLDS & RUDERMAN, operating from 
both addresses. 'l'elephone numbers are unchanged. 


Appointments 
Mr С. G. Anderson, Е.С.А., secretary of William 
F. Rees Ltd, has been appointed to the board. 
Mr Jack Ashworth, F.c.a., has been appointed a 
director of Bank of London and Montreal, Nassau, 


4 
Bahamas, and of Balfour Williamson & Со Ltd, 


London. 


Mr Alan Christianson, M.C., Е.С.А., ‚Баз been 
appointed chief financial officer of South of Scotland 
Electricity Board. 


Mr A. W. Gurney, A.C.W.A., has been appointed a 
director of Hadfields Steel Ltd and Hadfields Forgings 
Ltd. . 


Mr N. H. Martin, M.B.E., Е.С.А., has been appointed 
vice-president and comptroller of the Northern Electric 
Co Ltd, Montreal, Quebec. 


Mr E. С. Sayers, F.C.A., has been appointed a special 
director of Duport Ltd. 


Mr D. R. Ward, F.c.a., has been appointed chief 
financial accountant of Hadfields Ltd. 


CABINET POST FOR ULSTER 
CHARTERED ACCOUNTANT 


Mr Herbert V. Kirk, F.c.a., partner in the firm of 
Palmer & Co, of Belfast, and member of Parliament for 
Windsor (Belfast) in the Northern Ireland House of 
Commons, has been appointed Minister of Labour and 
National Insurance. 

His appointment follows the transfer of Mr Ivan 
Neill, the former Minister of Labour, to the vacant 
post of Minister of Education caused by the death 
earlier this month of Mr William Morrison May, P.C., 
Е.С.А. (announced in The Accountant of March 10th). 


SPECIAL COMMISSIONERS’ OFFICE 


It is announced that as from Monday next, March. 
26th, the Companies Division and the Income Tax~" 
(Special Assessments) Section of the Special Com- 
missioners’ Office will move to Lyon House, 31/37 
The Broadway, Wimbledon, London SWig. Tele- 
phone: Wimbledon 9971. 

The addresses of the other sections of the Office will 
remain unchanged. 


IN PARLIAMENT 


National Economic Development 
Council 


Mrs CasrLE asked the Chancellor of the Exchequer 
whether the National Economic Development Council 
will be empowered to discuss the effects of take-over 
bids on investment and wages policy. 

Mr Barser: The Council will certainly be free to 
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take into consideration any factors which it may think 
have a bearing on investment and wages policy. My 
right hon. and learned friend has tried to make it clear 


__- from the beginning that he would not seek to exclude 


s 


any subject from its discussions, and that he would 
not arrogate to Ministers the right to fix the agenda. 


Hansard, Mar. 8th, 1962. Written Answers. Col. 88. 


Income Tax 
Mr CALLAGHAN asked the Chancellor of the Exchequer 
"what is the product of a 1d rate of income tax. 

Mr SELWYN LLovp: On the basis of the Budget 
estimates for last year the product of each rd of the 
standard rate of income tax and proportionate amounts 
of the reduced rates is £30 million. 


Hansard, Mar. 13th, 1962. Written Answers. Col. 140. 


THE CHARTERED ACCOUNTANTS’ 


+. BENEVOLENT ASSOCIATION 


Board of Governors' Annual Meeting 


The annual meeting of the Board of Governors of 
The Chartered Accountants’ Benevolent Association 
will be held at 55 Moorgate, London EC2, at 2.15 p.m. 
on Wednesday next, March 28th. 


Executive Committee Meeting 


At a recent meeting of the Executive Committee the 
chair was taken by Sir William Carrington, F.c.a., the 
President of the Association, and six members were 
present. 


Applications for assistance 
Three new applications for assistance were considered; 


z in two cases consideration was deferred until further 


inquiries had been made; in the third case a temporary 
.grant was made. 'I'wenty-one cases for further assist- 
^ance were considered. In eighteen cases the grant was 
renewed; in two cases it was increased and in one case 
reduced. 


Special Fund 


One application for further assistance was considered 
and the grant was renewed. 


Matters reported 


'The deaths of two beneficiaries were reported. Four 
special grants or donations made during the quarter 
were confirmed. 


Integration 


The Honorary Secretary reported that on January 22nd, 

1962, the Court gave its assent to the integration of The 
` Incorporated Accountants' Benevolent Fund with the 
„Association. 


~ 
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THE ASSOCIATION OF SCOTTISH 
CHARTERED ACCOUNTANTS IN LONDON 


Mr T. G. B. Matheson, C.A., presided at the annual 
general meeting of The Association of Scottish Char- 
tered Accountants in London held on Fébruary 28th, 
at the Hall of the English Institute, Moorgate Place, 
London ЕС2. Messrs В. A. Collet, B.L., C.A., and 
R. T. M. McPhail, M.B.E., С.А., retired from the 
committee and were succeeded by Messrs H. M. 
Angus, C.A., and J. К. Laurence, T.D., B.L., С.А. 


Golf Club 


The annual general meeting of the Golf Club 
followed, with Mr R. Wood, the captain, in the chair. 
''he annual accounts were presented to the meeting 
and a vote of thanks was passed in favour of Mr Т. N. 
Ritchie, the honorary auditor, and he was reappointed 
for 1962. The Committee for the ensuing year was 
announced as follows: Messrs R. 'T. Scott, R. J. 
Jamieson, N. S. Matheson and J. A. M. Kinnear. 

Replicas of cups won at the annual competitions 
in 1961 were presented to: Mr R. T. H. Scott, for the 
Past Presidents! Challenge Cup; Mr K. R. H. Murray, 
for the J. Ivan Spens Challenge Cup; and Mr N. 8. 
Matheson, for the Bogey Challenge Cup. 

It was announced that the 1962 meetings would be 
held as follows: 

Wood Cup, against the Chartered Accountants’ Golfing 

Society, on Friday, April 27th, at the Berkshire Golf 
uD. 
Moore Cup on Friday, May 11th, at Gleneagles. 
Annual Competitions on Tuesday, June 19%, at 
Worplesdon. 

Mr R. Wood appointed Mr S. S. Berlanny as his 

successor as captain for 1962-63. 


C. W. BOYCE PRIZES 


The Bradford and District Chartered Accountant 
Students’ Society have announced that the C. W. Boyce 
Prize in respect of the November 1961 Final exami- 
nation of 'The Institute of Chartered Accountants in 
England and Wales has been awarded to Mr Brian 
Tetley (articled to Mr J. W. G. Mitchell, F.c.A.). 

The Society's prizes for the runner-up in the Final, 
and for highest marks in the Intermediate examinations 
have been awarded to Mr A. 'T. N. Geoghegan 
(articled to Mr С. W. Pearson, Е.С.А.), and Mr B. 
Dixon (articled to Mr L. Hodgkinson, F.c.a.), respec- 
tively. 


KENT AND SUSSEX CHARTERED 
ACCOUNTANT STUDENTS' SOCIETY 


'The 1962 annual general meeting of the Society was 
held at the Royal Pavilion, Brighton, on February 
24th, when some fifty members attended. 'T'he Presi- 
dent of the Society, Mr A. G. J. Horton-Stephens, 
J-P., F.C.A., was in the chair and reported a year of 
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continued progress, particularly in the Eastbourne 
and Kent areas of the Society. 

The following officers were elected for the year 
1962-63: 

President: Mr G. W. Davies, F.C.A. 

Chairman: Mr D. B. Evans, Е.С.А. 

Vice-Chairman: Mr C. P. Beard. 

Hon. Secretary: Мг T. T. Nash, F.c.a., 33 Lawrence 
Road, Hove. | 

Hon. Assistant Secretary: Мт С. J. Allan. 

Hon. Treasurer: Mr Т.Р. Buckley. р 

. Committee: Messrs D. J. Goodwin (Maidstone); А. С. S. 
Hodgson (Eastbourne); P. G. Jagger (Brighton); D. G. 
Marchant (Brighton). (Hastings representative to be 
nominated.) 

Liaison Officer with Senior Society: Mr C. R. P. Goodwin, 
F.C.A. 

Branch Secretaries: Eastbourne - Mr P. W. Morris, 
Messrs H. S. Humphrey & Co, 17 Gildredge Road, East- 
bourne. Hastings - Mr L. N. P. Jones, Messrs White, 
Withers & Co, з Endwell Road, Bexhill. Kent- Mr G. M. B. 
Theaker, Messrs Foster, Finn-Kelcey & Co, 21 Bank 
Street, Ashford, Kent. 


CERTIFIED ACCOUNTANTS' LONDON 

STUDENTS’ SOCIETY 
An amusing, instructive and lively mock company 
meeting was held at the Chartered Auctioneers’ Hall, 
Lincoln’s Inn Fields, London МС2, on March 13th. 
Mr F. H. Jones, Е.А.С.С.А., prepared the manuscripts 
and acted as chairman of the company. He was assisted 
by Mr J. Н. Hills, ¥.a.c.c.a., a member of the Council 
of the Association. 


‘THINKING IN FIGURES’ 


The use of analytical processes in mathematics for 
business management and for business education will be 
examined by Mr H. C. Edey, B.COM., Е.С.А., a Governor 
of the City of London College and Reader in Account- 
ancy at the London School of Economics, in a Travers 
lecture, entitled “Thinking in figures’, to be held at the 
City of London College on April 4th, at 6 p.m. The 
chair will be taken by Mr P. F. Carpenter, F.c.a., 
Vice-President of The Institute of Chartered Account- 
ants in England and Wales. 

Accommodation is limited and there is a registration 
fee of 5s. Application forms are obtainable from the 
Secretary, City of London College, Moorgate, London 
EC2, and should be submitted on or before March 
30th. р 


PARTNERSHIP IN INDUSTRY 
‘A working partnership in industry’ will be the title 
of an address to be given by The Rt Hon. John Hare, 
0.B.E., M.P., Minister of Labour, at а luncheon meeting 
of the Industrial Co-partnership Association to be held 
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on March 28th, at Connaught Rooms, Great Queen 
Street, London WCa. The chair will be taken by 
'The Rt Hon. Sir Geoffrey Shakespeare, Bt. 
Applications for tickets should be addressed to 
Mrs I. S. Ramsey, M.B.E., secretary of the Association, 
36 Victoria Street, London SWz. Telephone: Abbey 


3342-3. 


EXECUTIVES' CONFERENCE 


А three-day conference dealing with some of the major 
problems confronting British industry today will be 
held at the Grand Hotel, Brighton, frem May roth- 
x2th. Sir James R. H. Hutchison, Bt., р.5.0., T.D., J.P., 
will open the conference. 

Organized by Industrial Administration Ltd, sub- 
jects for discussion will include: "Take-overs'; ‘Out- 
dated managements’; and ‘Company Organization’. 
There will also be a special session devoted solely to 
the Common Market. 

Further particulars are obtainable from the con- 
ference organizer, Industrial Administration Ltd, 
18 Thurloe Place, London SW7. 


HOCKEY 
Insurance Н.А. 3 – Chartered Accountants’ H.C. 2 ` 


The annual encounter between the Insurance Hockey 
Association and the Chartered Accountants’ Hockey 
Club, played on March 14th, was as usual a closely: 
contested match, with the Insurance H.A. just gaining 
the honours by reason of their more constructive 
attack. The close passing of their three inside forwards, 
Cardoza, Howells and Turner, was а <eature of the 
game but for long periods they were well held by the 
Accountants’ defence, in which Charlton was a tower 
of strength. The Accountants took the lead following 
a breakaway when Purnell scored with a fine drive. 
A few moments before half-time Turner equalized. 

After the interval the Insurance H.A. went ahead 
with a good goal by Cheesman but the Accountants , 
rallied and twice managed to get the ball into the net, ~ 
but both times the goal was disallowed. Eventually, 
however, justice was served and Marcus levelled the 
scores. The last five minutes found the Accountants 
tiring but Angus in goal played manfully and made 
several good saves. The Insurance H.A. were not to 
be denied and Cardoza settled the issue with a fine 
shot with only a few minutes left for play. 


Chartered Accountants’ H.C. team: 

P. Angus (Harpenden), M. A. Charlton (Rickmans- 
worth), D. Cornfield (Wimbledon), M. J. Hodder 
(Berkhamsted), R. E. Brayshaw (Southgate), J. D. 
Liggatt, Captain (Broxbourne), D. Marcus (G.W.R.), 
R. G. Purnell (Blackheath), W. E. Lawes (Richmond), 
Р. Duffin (Tulse Hill), P. Fishpool (Broxbourne). 
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Shareholders All? 


O the extent that economic growth is dependent upon the 
rate of investment, willingness on. the part of the com- 
munity to defer consumption and save is a prerequisite of 


higher living standards. There is general agreement that a major 


contributory factor to West Germany's economic expansion during 
the past decade has been the relatively low level of consumption 
which has permitted a correspondingly high rate of investment. 
As a source of investible funds emphasis tends to be placed 
nowadays upon the role of the institutional investor. It is true 
that the private investor is less of a force in the capital market 
than he once was, but the publicity often attached to institutional 
investment tends to obscure the fact that the largest financial 
institutions ultimately rely upon the inflow of numerous small 


. funds from a large number of savers. 


The truth of these observations is underlined by a recent survey 
among small savers sponsored by the Wider Share Ownership 
Committee which reveals that the bulk of small savings are 
invested in the Post Office Savings Bank among other such banks, 
in bank deposits and especially in building societies. Nevertheless, 
the same survey. discloses that there are as many. share-owners in 
the lowest white-collar grade as there are in the highest, although 
proportionately they form a smaller part. Furthermore, 1o per 
cent of all share-owners are skilled manual workers, although 
their proportionate stake in British industry is very much smaller. 

Despite the evidence adduced in this report from the. Wider 
Share Ownership Committee, which serves to confirm the findings 
of an earlier inquiry carried out in 1959 by the Acton Society 
Trust, the fact of the matter is that the majority of people do not 
regard shares as suitable forms of investment for the small saver. 
The reasons for this attitude are that equities are risky; share 


- prices can fluctuate widely and, for the investor with limited 


resources, this type of investment is not worth while. In contrast, 
the attractions of a deposit in a building society for this type of 
saver are considerable. 

There still seems to be little public awareness of the dis- 
advantages of holding monetary assets in these days of secular 
inflation. Although the above-mentioned survey disclosed that 
5 per cent of a sample of 568 men actually held some shares, the 
reasons adduced for this choice of investment depended not so 
much on the attractions of equities as an inflation hedge but rather 
because they offered the possibility of a tax-free gain. It was, it 
would seem, the element of gambling rather than the prospect of 
dividends that represented the main attraction. 
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Quite apart from the inherent risk for the small 
investor of putting all his limited resources into 
one basket, there are other considerations which 
` influence his attitude towards share ownership, 
among which is a lack of knowledge of the market 
and the procedure for acquiring shares. Few 
small savers are capable of selecting their own 
shares for investment, although the survey con- 
ducted’ for.the Wider Share Ownership Com- 
mittee disclosed that once a person had made an 
investment, usually on the advice of his bank 
manager, a broker, or a friend, he usually fol- 
lowed his own choice thereafter. 
Interest in shares as a form of investment for 
the smaller saver is clearly a development of 
relatively recent date. Habits die hard and the 
survey reveals that the attractions of share owner- 
ship are much more evident to the members of 
` the under-forty age group than to their seniors. 

So marked is the divergence in outlook between 
the two age groups that the compilers of the 
` survey conclude that the “greatest potential for 
attracting new share-owners lies in people under 
the age of forty'. Unfortunately, this group tends 
on the whole to have few funds available for 
such investment, in contrast to the older age 
groups. As an alternative to outright share pur- 
chase, a system of instalment buying was sug- 
gested in the course of the survey. This seemed to 
attract in the main the younger age group and 
those in the lower income groups, but there was 
some evidence that many would be unwilling to 
commit themselves to making regular payments 
within the framework of a group scheme. The 
investment potential of the small saver is never- 
theless ` considerable. According to the survey 
the two main middle income groups, numbering 
about ten million, contain as yet less than three- 
quarters of a million share-owners among whom 
the average shareholding is less than £500. 

In an increasingly affluent society the rate of 
saving from all sections of the community is 
likely to increase. One estimate quoted in the 
report of the sponsoring committee suggests 
that the current annual flow of net savings by 
private investors is about {50 to £75 million, 
but by 1975 this may well reach a total of be- 
tween £220 and £295 million. Quite apart from 
the overall increase in the volume of savings, 
there is the possibility for many savers who at 


present prefer building society deposits etc. to 
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change their investment habits. At present, 
within the two highest social classes there are 
about one million men who do not own any 
shares, in addition to a similar number who own 
more than {500 each. 

The basic question, however, remains difficult 
to answer. How should these resources be chan- 
nelled into industrial investment? However strong 
the case for encouraging the small investor to 
take up equities, how many readers of this 
journal would, if asked by a client with less 
than {£1,000 in life savings over and above his 
home and life assurance, recommend any single 
equity? With increasing industrial competition 
the task of spotting ‘winners’ for the small in- 
vestor is becoming increasingly difficult. The 
emphasis laid upon the possibilities of tax-free 
capital gains by respondents in the above survey 
suggests that the publicity given to past stock- 
market booms has left its mark on the public 
mind to such an extent that equity investment is 
synonymous with making money easily. Nothing 
could be more disastrous for hopes of more 
extensive share ownership in British industry 
than that some small investors should suffer 
serious losses (for them) in their own holdings. - 
The limitations and defects of the unit trust 
movement are real enough, but the fact remains 
that they offer to the small investor not merely 
the prospects of some capital appreciation to 
counter the erosion of his savings by inflation, but 
security through a spreading of risks оп a scale ` 
that few private investors can ever hope to achieve. 

It is undoubtedly to the credit of the Wider 
Share Ownership Committee that it has already 
in its short life done so much to stimulate interest 
in equity investment for the small saver. No doubt, 
as the committee suggests, the Government 
could help by removing or reducing the stamp 
duty. It is noticeable that no one has as yet 
referred to the implications of Mr SELWYN 
LLovp's views on a separate corporate tax. If 
this were to be introduced on the American 
pattern with a negligible tax credit for the share- 
holder, it could harm the attractions of equity 
investment. The most important need, however, 
is an assurance of profitability coupled with 
security. It should not be necessary to make a 
take-over bid before some boards become alive 
to their responsibilities towards the people whose 
money they are handling. 
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Permanent Files for Tax Purposes 


by FELICE V. SLADE, A.C.A. 


ITH the complexity of tax work 

nowadays and the more ‘frequent 

changes in tax staff than formerly, it 
is virtually essential in professional offices, if 
matters are not to be overlooked and time costs 
are to be kept to a minimum, that some form of 
permanent notes be kept for tax purposes. 
Whether they should take the form of separate 
files or of notes brought forward on the clients’ 
ordinary tax files will depend to a large extent 
upon the size of the cases concerned. 

Some of the points which the permanent notes 
might usefully cover are discussed below and for 
convenience those applying mainly to com- 
panies rather than to individual clients are dealt 
with first, under headings (1) to (4). 


1. Capital Allowances. 


An increased rate of annual allowances may be 
obtained where the Commissioners of Inland 
Revenue are satisfied that the extent of use of an 
asset is such that the wear and tear suffered is 
greater than would be expected from normal use. 


- It may be that a company has worked certain 


machines, say, double shift or more, for some 
years during which increased allowances were 
obtained, and then reverted to normal working. 
If no permanent note is made of the dates when 
abnormal working began and ended, and of the 
machines affected, it will be difficult to calculate 
any balancing allowance or charge without waste 
of time when an asset is sold. 

Special rates of capital allowances may be 
agreed with the Inland Revenue for special classes 
of machinery where the rates in the published list 
are not wholly appropriate. A permanent note of 
the agreed percentages and of the types of plant 
to which they should be applied is then helpful 
in avoiding the inclusion of any asset under the 
wrong heading i in the capital allowances computa- 
tions. . 

A note should also be made of the date of any 
switch from the normal (diminishing instalment) 
basis to the alternative (straight line) systeni of 
calculation of capital allowances and of any 
change-over from the replacements basis to 
capital allowances. It is often the case that certain 
items of a company's plant and machinery are 
dealt with on a replacements basis and the 


remainder is included in the capital allowances 


computations; a note is then: useful confirming 


"which items are dealt with on which basis. 


2. Stock and Work in Progress ` 


From time to time questions are likely to be 
asked by the inspector concerning the precise 
basis of the valuation of stock and work in 
progress and – particularly if the audit and tax 
work are carried out by different departments — 
a permanent note on this matter will enable these 
questions to be answered with the minimum 
amount of time spent in discussion within the 
office or with the client. 


3. Shareholdings 


In the case of private companies a list of the 
shareholdings, kept up to date, is useful for 
reference not only in dealing with inquiries from 
the Inspector of ‘Taxes but also, from. time to. 
time, when other questions arise. 


4. Directors 

For profits tax purposes in particular, a perma-: 
nent note should be kept of the nàmes of the 
directors — and of their shareholdings if there is. 
no separate list of shareholders stating also 
which directors are whole-time service or full- 
time working directors and whether the company 
is director-controlled. 

А note of any dispensation obtained in respect 
of directors’ expenses is of assistance in dealing. 
with the income tax returns and assessments of 
the directors themselves. : 


5. Double Taxation Relief 


Section 18 of the Finance Act, 1961, is probably 
the latest example of tax legislation that at first 
sight cries out for the need for some form of, 
aide-mémoire. This section remedies the effect 
under the previous practice in relation to the 
assessment of foreign income — which was that 
there was at least one year's United Kingdom 
assessment against which no double taxation 
relief was given. À permanent note of the date of 
commencement of the foreign income will be 
appreciated when the source comes to an end, 
possibly many years later. Then, if the addi- 
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tional actual tax credit which was granted under 
section 18 for the ‘opening’ year exceeds the tax 
credit which would have been due for the period 
not charged to United Kingdom income tax 
because of the cessation provisions, an assess- 
ment will be raised under Case VI so that the 
liability on that assessment equals the ‘excess’ 
tax credit. - 

If no note of the date of commencement of the 
source is kept, a laborious search may have to be 
made in files that have possibly been closed and 
relegated to the store-room to ascertain which 
was the opening year for which the additional 
tax relief was received and with which comparison 
must be made to determine whether a Case VI 
assessment will arise. Certainly the onus is on the 
Inland Revenue to raise a Case VI assessment, if 


appropriate, and the inspector would then make ` 


the calculation, but, for other purposes such as 
forecasting a client's tax liabilities ог advising on 
the effect of a proposed sale of a source of foreign 
income, the information should be available in 
the tax department. 

With ordinary double taxation relief claims on, 
say, overseas dividends it is useful to keep a 
running note of the year to which the claims have 


been settled. It often happens that, owing 10 


pressure of work or lack of information regarding 
overseas rates of tax, claims are not submitted for 


some time, meanwhile the supporting vouchers- 


may be anywhere in the office, and this mav mean 
that the tax clerk has to browse through the files 
for an unnecessary length of.time to ascertain 
just what the position is in regard to double tax 
claims. 


6. Maintenance Claims 


In country estates maintenance expenditure may 
arise on rion-agricultural and agricultural property 
respectively. Тће non-agricultural expenditure 
may be incurred on the mansion and on the non- 
- agricultural property let furnished or unfurnished, 
while any agricultural repairs will be to the farm 
and agricultural cottages. It may be that the 
repairs appropriate to the furnished lettings are 
charged in the Case VI computation rather than 
in the maintenance claim, particularly if the total 
répairs expenditure on the non-agricultural 
property is more than sufficient to give rise to the 
maximum amount of maintenance relief on the 
. property in that category. It may also be that the 


agricultural repairs are charged in the farm 


comiputation in order to obtain the tax relief more 
quickly than under a maintenance claim and, if a 
Schedule D election has been made in respect of 
any woodlands the repairs to, say, the foresters’ 
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computation on those woodlands. 

А brief note showing the various assessments 


against which the different types of repairs . 


expenditure are claimed is worth keeping. 

In the-event of all the repairs expenditure being 
included in the maintenance claim it will likewise 
be necessary to differentiate between repairs. to 
agricultural and non-agricultural property so that 
any excess maintenance relief may be claimed 
under section 313, Income Tax Act, 1952. 
From some of the bills it will be obvious to which 
property the expenditure relates, but for general 
purchases, such as paint, some arbitrary basis of 
apportionment is usually necessary. The ratio 
of the statutory repairs allowances on the agri- 
cultural and non-agricultural property, respect- 
ively, may be adopted but whatever basis of 
apportionment is used a note of it should be 
maintained. ' 


7. Schedule А and Excess Rents 
Assessments 


If a client owns numerous properties it may be ` 


difficult to keep track of the terms of letting, for 
example with regard to responsibility for repairs, 
rates, period of the lease, etc. Information on 
these points may be received piecemeal and be 
lost in the correspondence file by the time that, 
say, the excess rents computations are prepared, 
unless permanent notes, kept up to date, are 
maintained. 
s 8. Woodlands 

Notice of election.to be assessed under Schedule 
D in respect of commercially managed woodlands 
must be given within two years after the end of the 
year of assessment for which it is first to operate, 
and must extend to all woodlands so managed on 
the same estate, except that woodlands that are 
freshly planted or replanted. may be treated as 
being on a separate estate if the occupier gives 
notice accordingly within ten years after planting 
or replanting. 

Care should be taken to identify the plantations 


z 


transferred to Schedule D and, particularly if a 


large replanting scheme is being undertaken, an 
estate plan should be obtained distinguishing the 


various plantations and showing the approximate ` 


dates when it is proposed to commence the 
planting or replanting of each. This should 
prevent any claim under section 125, Income Tax 
Act, 1952, falling out of date and help to ensure 
that receipts and expenses in respect of only the 
specified areas are brought into the woodlands 
accounts submitted under Schedule D. Also the 
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acreages shown on the plan will enable the 
reductions in the Schedule B assessment to be 
checked. Such an estate plan and programme of 


gf planting or replanting belongs essentially to the 


D 


= 


-X 


permanent file as it may have to be referred to 
for many years. 


3 


9. Underwriters 


Underwriters receive special treatment for tax 
purposes in several respects and the permanent 
file might well include notes stating: 

(a) whether earned income relief is allowable 
on the profits (ie. whether the client is 
actively engaged as an underwriter at 
Lloyd's) Such information is useful not 
only for checking the income tax liabilities 
on the underwriting profits but also in 
calculating any restriction for earned income 
relief in section 341 computations on losses 
from other sources; 

(b) whether the client has elected to set sums 
aside in a Lloyd's special reserve fund; 

(c) if so, what particular investments represent 
the Lloyd's deposit and premium trust 
fund etc. Interest from these investments 
may get ‘lost’ in the general list of dividends 
and interest and not be identifiable when 
the profits tax computations are prepared. 


то. Earned Income 


It is all too easy, when faced with a mass of 
notices of assessment for checking, to overlook 
the fact that assessments on salaries, pensions 
and profits from trades or -professions are not 
the only ones that may give rise to earned 
income relief. Infrequently Schedule А and B 
assessments also rank for earned income relief, 
namely, when property is attached to or forms 
part of the emoluments of an office or employ- 
ment of profit. Furthermore, dividends from 
shares allotted to an employee by his employer 
and taxed annuities can rank as earned income. 
If no part of the earned income relief is to be 
overlooked, a permanent note of the less obvious 
sources of earned income is worth while. 
Conversely, if any partnership profits represent 


unearned income (because the client is a sleeping - 


partner) the fact should be noted, as this will 
affect not only the entitlement to earned income 
relief but also the order in which the share of any 
partnership loss should be set off against other 
income under a section 341 claim. 

In the case of directors’ fees and commissions 
etc., it is also useful to have a note stating 
whether the income tax assessments are based on 
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the income earned during the fiscal year of 
assessment or during the company’s accounting 


year ending within the year of assessment. 


If a married woman is in receipt of a retirement 
pension in her own right rather than by virtue of 
her husband’s contributions, a note should stress 
this fact so that the additional personal allowance 
(wife’s earned income relief) and wife’s reduced 
rates relief are not overlooked. 


1x. Age of Client 
In personal tax cases the age of the client is a 
material factor for such purposes as age relief or 
age exemption, retirement annuity relief, pay- 


` ment of post-war credits, entitlement to retire- 
' ment pension and cessation of National Insurance 


contributions. А permanent note of the age of 
senior clients is helpful in avoiding the oversight 
of any appropriate claims or the receipt of a 
pension. 

12. Post-war Credits 


A permanent note of the amounts of any post- 
war credits, showing the years and numbers and, 
if possible, the whereabouts of the certificates will 
save time when a claim for payment of the credits 
comes to be made and, when payment has been 
made, if a note of the date of settlement is added 
to the record, a ready answer is provided to the 
question which may arise from time to time in the ` 
future — ‘Has old Мг drawn his post-war 
credits yet?’ f 

It is obvious that a note ought also to be made 
when a younger person has been paid his credits 
by virtue.of his suffering from one of the specified 
disabilities. 





13. Non-entitlement to Allowances 


It is sometimes useful to have a note confirming 
that a client is not entitled to certain allowances. 
For example, in the case of a widower or widow 
the question arises whether he or she is entitled 
to housekeeper relief, and, if an answer in the 
negative is received, it is scarcely necessary to 
repeat the question every year when preparing 
the income tax return. Тће same applies to. 
dependent relative relief. The question should be 
raised at least every six years but meanwhile a 
note on the permanent file (showing the date of 
entry) removes doubt and saves the client from 
being troubled with unnecessary questions. 


14. Deeds of Covenant 
There is a danger that a deed of covenant may 
expire and not be renewed promptly, with the 
result that one or more payments after the date 


ТНЕ 


378 


of expiry may have to be regarded as gifts not 
ranking for tax relief, in which case both the 
covenantor and covenantee may suffer financially. 
А. permanent note showing the following parti- 
culars should prevent this happening: (1) date of 
deed; (2) due dates of first and last payments; 
(3) amount of annuity, showing whether coven- 
anted gross or net; (4) interval at which payable; 
and (5) names of convenantor and covenantee. 

Such a record will also enable ready reference 
to be made, upon a change in the standard rate 
of income tax, to all covenants expressed in a 
gross amount so that client covenantors may be 
advised to amend the net amount of their future 
payments appropriately. 

It is. suggested that pre-1939 free of tax 
covenants should be specially marked to avoid 
any error being made in the calculation of the 
gross amounts of the annuities. 

In the event of a client entering into a covenant 
in favour of, say, someone in his employment, so 
that a claim for surtax relief is debarred, à note 
to this effect should be made so that periodically 
the position may be reviewed and in the event of 
the employment ceasing before the covenant has 
come to an end, a claim for surtax relief for the 
future my be established. 


I5. Tax Reserve Certificates 


A record of any tax reserve certificates held, 
showing the dates, numbers, amounts, rates of 
interest allowable and how each certificate was 
used, together with a note of the whereabouts of 
unused certificates, is of assistance particularly 
when a client buys the certificates at fairly 
frequent intervals (say, £x per month by bankers' 
: standing order) or when he provides for more 
than one year's tax liabilities at a time. 

It is not always most beneficial to use the 
earliest certificates first, particularly if they have 
been bought, say, monthly, and if the best advice 
is to be given to the client when tax demands are 
passed for payment, an up-to-date summary of 
the certificates held is essential; this presupposes, 
of course, that the method of purchase of the 
certificates will first have been discussed with the 
client and if they are bought at random that 
the client will have sent in details of his purchases. 
Such notes can also help to prevent an over- 
reserve for tax liabilities with a consequent loss °! 
interest on the certificates. 


16. Sources of Information 


In the larger personal tax cases it is often neces- 
sary to apply to quite a number of persons for 
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information for the income tax return etc. Тће 
client may, for instance, own estates in different 
parts of the country with a different agent in 
charge of each; local accountants may also bed 
employed as well as overseas agents, one or more 
solicitors, a stockbroker and private secretary, and 
there may be several accounts at different banks 
as well as underwriting agents, trustees, etc. 

А riote of the various sources with brief details 
of what information is available from each will 
obviously save time, not only annually when 
information is being sought for the income tax 
return, but also at other times when corres- 
pondence arises on any of the items. 


17. Historical Notes 


Especially in the larger personal cases too, 
valuable information, particularly of events, may. 
become buried in the correspondence file which 
grows in size all too rapidly. If, for instance, 
separation of a husband and wife has occurred, 
the date on which the separation took place and 
the basis of any apportionment of the child 
allowances is worth recording permanently. 

Notes of a variety of items which may have to 
be referred to in the future at long intervals can 
act as very useful ‘minutes’. For both companies 
and individuals, brief references to any out- 
standing topic of correspondence with the 
Inland Revenue, giving dates, can be useful if, 
for instance, some years later a new inspector . 
starts an argument or inquiry on a point that has 
been thrashed out before. 

Also, some clients ask to be supplied with a > 
copy of, say, the income tax returns or Schedule 
D computations and if no note to this effect is 
made there is a danger, particularly in the event of 
changes in staff, of such requests being overlooked. 

ж & * 

These suggested topics are not intended to be 
exhaustive and others will readily come to mind. 
On the other hand it will be argued by some 
that certain of the notes suggested for companies 
are best included in an audit permanent file; 
this may well be so, although some firms do not 
keep such a file. 

The important point is that permanent notes 
should be held somewhere, kept up to date and 
referred to at least annually when the individual's 
tax returns or the company's computations are 
prepared. No one client's “permanent file’ is 
likely to have to cover all the points discussed 
here, but it can be of the greatest assistance 
whether it consists of merely one note or of 
several pages of memoranda. 


“K. 
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Fixing the Rates 


the 1963 revaluation for rating purposes has 

been widespread in local government circles 
and elsewhere for much longer than the past few 
months. It was therefore quite fortuitous that 
some tentative estimates of mine! regarding the 
possible consequences of that revaluation should 
have attracted considerable publicity, while others 
made earlier did not. In response to the public 
discussion which ensued, Dr Charles Hill, the 
Minister of Housing and Local Government, in- 
formed the House of Commons earlier this month 
that ‘householders as a whole all over the country 
will not sustain an increased proportion of the 
rate burden’, This part of his statement attracted 
rather more publicity thari the important quali- 
fication that the experience of ratepayers in 
different areas would vary. This was generally 
expected and the White Paper Revaluation for 


Gi 1965 rendu regarding the outcome of 


` Rates in 1963 (Cmnd. 1663), which appeared last 


£= 


week, indicates the prospective variation between 


different areas. Thus, in a dozen counties and 


county boroughs domestic ratepayers' share of 
the aggregate rate contribution will fall by r6 per 
cent or more; in three other rating authority areas 
there is a corresponding increase. 


I What Went Wrong? 
According to the White Paper the share of 
domestic ratepayers in the aggregate rateable 
value for England and Wales will fall from 42-04 
to 41°35 per cent. It is this figure which is in such 
marked contrast to earlier estimates, all of which 
were influenced by the statement of the former 
Minister, Mr Henry Brooke, in the second read- 
ing of the Rating and Valuation Bill in November 
1960, which foreshadowed siznificant increases 
in the householders’ “shares. Post-mortems are 
always depressing but it is essential to know what 
went wrong. In this particular case, what hap- 
pened to falsify general expectations and, as The 
Times commented, probably surprised Mr Henry 
Brooke more than any one else? The purpose of 
the Rating and Valuation Act under which the 
revaluation was held was to bring all valuations 
on to a current rental basis. Since domestic 
property was (and still is) valued on the basis of 
1939 rentals, while industrial and commercial 
property is valued on 1956 rentals, subject to 


1To appear in the Journal of the Royal Statistical Society, 
June 1962. š 
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50 and 20 per cent derating relief, respectively, 
the only question was: "To what extent will the 
values in each of these main classes of heredita- 
ment increase?' 

In one of my own estimates the factors used to 
convert current values on to a 1963 basis are 
given in the first row of the following table. 


Com- | Mis- 
Do- |IÍndus- Shops| mer- | cella- |Crown 


mestic| trial cial | neous 
My estimate 3°5 3°0 2'1 2'1 I'5 I'5 
White Paper | 4 6 35 3'5 3 3 


Applying these factors to the distribution of 
rateable value as at April 1961, the relative share 
of domestic property was’ expected to increase 
from 47-6 to 60-5 per cent, equal to an increase of 
27 per cent. Similar estimates had been made, in 
particular. by Mr R. A. Chisholm, F.LM.T.A., 
County Treasurer of Cheshire, and by Mr Philip 
Bean, a chartered surveyor and valuer, which 
varied about my own figure. All were agreed, 
however, that the domestic ratepayer would con- 
tribute proportionately more after April 1963. It is 


` possible from the data given in the White Paper to . 


estimate roughly the comparable factors necessary 
to convert current values within each main class 
of rateablé value on to the 1963 basis and produce 
the inter-class distribution of rateable value pre- 
dicted after April 1963 in the White Paper. This 
is possible because it is stated that values of 
domestic property have been increased fourfold, 
and given the resultant percentage change in the 
distribution disclosed in that document, a little 
arithmetic fills in the gaps. The approximate 
factors on the basis of the White Paper results 
are given in the second line of the above table. 
While strict comparability is not possible due to 
the slightly different classification used in the 
White Paper, there seems to be no good reason 
for believing that these derived figures are 
seriously inaccurate. 


Misleading Comparison 
The most important figure is that relating to 
industrial hereditaments and, for reasons given 
below, the factor for commercial property is sig- 
nificant. These two figures must, however, be 
adjusted to take account of the loss of the derating 
relief as from April 1963. Thus, since industrial 
hereditaments are currently derated to the extent 
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of 5o per cent, the effective overall increase in that 
class of rateable values is threefold. The same 
approximate result is derived for commercial 
properties when allowance is made for the loss of 
the current 20 per cent relief. It would appear, 
therefore, that the rateable values of industrial 
and commercial hereditaments have been in- 
creased about three times, compared with a four- 
fold increase in domestic values. 'This comparison 
is utterly misleading. Whereas a fourfold iricrease 
^for domestic ratepayers is not unreasonable, bear- 
` ing in mind that current rateable values are based 
on 1939 rentals, the same is not true of the other 
two classes of hereditament. Both industrial and 


commercial property were valued in 1956 on a. 


current rental basis, although а -measure of 
derating wàs granted to each class. When allow- 
ance is made for the loss of de-rating, the impli- 
cation is that the rentals of these two classes of 
property have during the past seven years risen 
by 200 per cent. This is quite ridiculous. Some in- 
creases there undoubtedly have been; for example, 
Mr Philip Bean in a paper, "The next revaluation', 
read to the Rating and Valuation Association's 
conference last September, contended that there 
was 'a growing volume of rental evidence coming 
to hand’ from which ‘it would seem that the net 
annual value of shops and commercial premises 
‘could be increased by more than so per cent’. 
Mr Bean based his forecasts of the 1963 revalua- 
tion on the basis of an overall increase in such 


rentals of about two-thirds. In the case of indus- ` 


trial property he considered that a 50 per cent 
increase was fair. Yet the official figures given in 
the White Paper can only be explained on the 
basis of an increase nearer 200 per cent. 


Possible Explanation? 
Just how this result has been achieved, it is 
difficult to say. 'The most obvious explanation 
would be that the 1956 valuation did not in fact 
produce rateable values for commercial and.in- 
dustrial properties which were based on the then 
ruling rentals. This argument is of doubtful 
validity, although in some areas it is just possible 
` that it applies. An authoritative study, The Rating 
of Dwellings (page 89), sponsored by The Institute 
of Municipal Treasurers and Accountants, con- 
cluded. that the 1956 revaluation achieved 'a 
greater measure of uniformity in assessment than 
in any (revaluation) that has gone before’. Mr 
Henry Brooke stated in the second reading of 


the Rating and Valuation Bill that commercial : 


properties were entitled to expect some reduction 
in their share of the rate burden under the 1963 
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lists in view of their high assessments in 1956. 
These had already been reduced by 20 per cent 
in the following year to moderate the impact on 
that class of occupier. Nor can the felicitous out- 
come for domestic ratepayers as a class be 
explained by the higher statutory allowances to 
be given against the new gross values. The only 
explanation which makes sense is that industrial 
valuations in particular, if not commercial, have 
been raised to the maximum possible extent. On 


.the assumption that the same rate revenue is 


raised in 1963-64 as in the current financial year, 
industry will contribute about £118 million as 
against {80 million as at present. As a class, com- 
mercial property occupiers will contribute rela- 
tively less than at present, about то per cent. In 
absolute terms, however, given the rising trend 
of rate payments the aggregate payment from 
this class is not likely to change as between 
1962-63 and 1963-64. The implications of these 
higher valuations will be felt in the years ahead, 
as the argument in the leading article in this 
journal a fortnight ago pointed out. 


~ 


Variations in Domestic Rating ` 


"The considerable variation between the changes. 


in the share contributed by domestic ratepayers 
in different rating areas was generally .expected. 
It was expected, however, to occur in the opposite 
direction. It is clear from the White Paper that 


‘the burden will be increased on domestic rate- 


payers in those areas where there is little, if any, 
industry, ie. in the southern counties. All the 
earlier private estimates predicted the reverse 
situation, i.e. heavy increases for householders in 
the industrial areas. Since the burden has’ been 
thrown on to the industrial ratepayer that fore- 
cast has been disproved. ЈЕ is nevertheless im- 
portant to remember that in those areas where 
the householder gets relief; there must be a 


Khe 


corresponding increase in the rate charge for the ` 


other two main classes of ratepayer. Even the 
regional variations themselves are, as the White 
Paper carefully points out, no guide to what 
individual ratepayers' experience is likely to be. 
In a rating area such as Berkshire, where the 
householders’ share of the rate burden is esti- 
mated to increase by rr per cent, individual 
householders are likely to have very different. 
experiences. The valuation of the modern 
bungalow must be increased much more than the 
older and less convenient house. Much the same 
is true of commercial properties. The biggest 
uncertainty of all is the 20 per cent increase in the 
rate deficiency grant, which has played its part 
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in mitigating the effect of the revaluation on the 
domestic ratepayer. But, until we know how the 
total rate deficiency grant is to be distributed, it 

4 is impossible to judge which areas it will help 
most. 

'The most gratifying feature of the White Paper 
is the clear statement that the Minister does not 
propose to exercise his powers of abatement, 
since in no case is the prospective increase deemed 
to be unreasonable or ‘excessive’. In a paper 


‘Some consequences of the 1963 revaluation’, . 


read to the Rating and Valuation conference last 
September, I criticized the proposals for abate- 
ment on the grounds that they could not be 
operated equitably and, in any case, they repre- 
sented a breach of the basic objectives of the 1963 
valuation. On the other hand, since the distri- 
bution of industry throughout England and Wales 
is not even as between rating areas, as a result 
of the very sharp increase in industrial valuations, 
residential property in such areas is to enjoy for 
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the next quinquennium a quite substantial subsidy 
at the expense of industry. Organized industry 
was very displeased over the Minister’s powers to 
abate ‘excessive’ domestic valuations and obtained 
an assurance that such relief would be for the dura- 
tion of the next quinquennium only. It seems very 
likely that during the next few months the Minister 
of Housing and Local Government will be hearing 
a great deal from industry about his proposals! 

On reflection it seems clear that the 1963 
valuation, like that of 1956, has been bedevilled 
by political considerations. It will, in due course, 
be seen as just another stage in the sorry history 
of valuation reflecting the political morass into 
which the whole question of local government 
finance has become bogged. The local rate as a 
tax undoubtedly has its defects, but in the past 
350 years no one has thought of a better substi- 
tute. It cannot be sufficiently stressed, however, 
that those defects are not overcome by following 
a policy based on political expediency. 





Weekly Notes 


SCOTTISH INSTITUTE'S NEW PRESIDENT 


ME JAMES C. STEWART, c.a., was elected 
= President of The Institute of Chartered Ас- 
countants of Scotland for the year 1962-63 at the 
& Institute's annual meet- 
< ing held in Edinburgh 

last Wednesday. 

Mr Stewart was 
educated at Bearsden 
Academy and Glasgow 
High School. In 1922 
he became apprenticed 
to Messrs Aitken & 
Ramsay, Chartered Ac- 
countants, of Glasgow, 
and was admitted to 
membership of the 
former Institute of 
Accountants and Actu- 
aries in Glasgow in 
p 1928, when ће joined the firm of Messrs Wilson, 

' Stirling & Co, Chartered Accountants, of Glasgow. 

He was made a partner in that firm in 1938 and has 

been senior partner since 1957. 

Mr Stewart has been a member of the Council of 
the Institute since 1956 and has served on numerous 
committees, including the Examining Board from 
1951 and the Glasgow Local Committee from 1953. 
He is a director of The Accountants’ Publishing Co 





Ltd, and is Convenor of the Glasgow Library 
Committee of the Institute. From 1950 to 1951 he 
was a member of the General Examining Board of the 
Chartered Accountants of Scotland which operated 
prior to the amalgamation of the three Scottish 
accountancy bodies in 1951. At present he is Vice- 
Chairman of the Overseas Accountancy Examinations 
Advisory Board, on which the Scottish Institute is 
represented along with The Institute of Chartered 
Accountants in England and Wales and The Institute 
of Chartered Accountants in Ireland. 

Apart from Mr Stewart's professional practice, he 
is a director of three public companies and several 
private companies. He was a member of the Scottish 
Departmental Committee on Prescribing Costs from 
1957 to 1959 and, for some years in the 19408, was 
Secretary of the New Kilpatrick Unionist Association. 
Before the formation of Bearsden Burgh, he was a 
member of New Kilpatrick District Council. He is 
at present, as the Institute's representative, a director 
of the Glasgow Chamber of Commerce. 

He is keenly interested in church affairs, being a 
member of Bearsden North Church, of which he is an 
Elder and Clerk to the Deacon's Court. His church 
has nominated him to membership of the Dumbarton 
Presbytery. His chief hobby is photography. 

Mr У. L. Milligan, B.A.(CANTAB.), C.A., J.P., has 
been elected Vice-President for 1962-63. He was 
admitted to membership of the former Society of 
Accountants in Edinburgh in 1933 and three years 
later became a partner in the firm of Messrs Chiene 
& Tait, Chartered Accountants, of Edinburgh, 
where he is now senior partner. Mr Milligan has been 
a member of the Council since 1957. (The annual 
meeting will be reported in The Accountant next week). 
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PLAIN WORDS TO THE CHANCELLOR 


OX Monday the Chancellor of the Exchequer 
received an open letter about his coming Budget 
which must have been a somewhat chastening 
experience. It came from the Council for the Reduc- 
tion of Taxation and it told Mr Lloyd in no uncertain 
terms that his efforts to curb the growth of public 
expenditure had signally failed. After pointing to 
the increase in taxation since 1951, and the fall in 
the real value of the currency. by one-third since 
1948, the Council told Mr Lloyd that the increase in 
public expenditure was the primary cause. It also 
took the Chancellor to task about the practice of 
taking special deposits from the banks and made 
dark references to the use of the printing presses to 
create money, with the inevitable concomitant of 
inflation. The Council asserts that 25 per cent is the 
maximum safe proportion of the gross national 
product which should be taken by taxation in peace- 
time. 


BANK RATE BACK AT 5 PER CENT 


UCH has been made of the fact that the restora- 

tion of Bank rate last week to 5 per cent has been 
completed with a reduction of 1 per cent only а fort- 
night before the Budget and only shortly after the 
reduction from 6 to 51 per cent. 

The continuing inflow of short-term funds is the 
main cause of the change and it will be surprising if 
the gold reserves when next published do not show a 
further increase. 'The improved prospect for exports, 
and it has to be emphasized that the improvement so 
far has only been in prospects and not in reality, has 
also no doubt decided the authorities to relax the 
credit situation somewhat. 

It is inevitable, however, that a reduction even of 
š per cent so close to the Budget is bound to give the 
new Bank rate some particular connotation for the 
internal economy. Тћеге have been indications that 
the slowing down in the production of capital goods 
in the last few months has been more serious than the 
Government bargained for and there is little doubt 
that a continuing rigorous credit policy at home is 
likely to affect particularly building construction and 
new plant and equipment. The whole doctrine of 
contraction of the internal market to stimulate exports 
has been seriously challenged of late, since it has been 
widely admitted that to reduce the demand for goods 
in the domestic market is not automatically to increase 
the flow of exports. 

For a number of reasons, therefore, the return to 
5 per cent has been taken as a signal that better busi- 
ness prospects all round are to be officially stimulated 
for the rest of 1962 and that the Budget when it comes 
will be a less severe affair for the taxpayer than was 
expected in the closing months of 1961. One conse- 
quence of all this will inevitably be that discussion of 
the impending capital gains tax proposals will have 
an added fascination. 
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TRADING FOR CAPITAL GAINS 


Tu quotation below is from an article by 
Mr William Rees Mogg in the City Section of _ 
The Sunday Times last Sunday. | * 


"The Chancellor seems to be planning a short- 
term gains tax, with no allowance for losses, and it 
is very doubtful that he will feel able to reduce or 
abolish stamp duty, even for non-residents. There 
can be no doubt that this type of capital gains tax 
will be widely attacked and resented. 

A tax on people who trade for capital gains can 
certainly be justified, but it must be on the same 
basis as the taxation of any other trade. A Stock 
Exchange dealer, amateur or professional, is carrying 
on a perfectly lawful and in fact a useful occupation; 
he takes a risk, makes a market and hopes for a 
profit. A situation in which the Government shares 
only his winnings could easily lead to him paying 
large sums of tax in a year in which he had made — as F 
speculators of any kind often do make – a net loss. 
Such a discrimination is inherently unreasonable; 4 
it would be avoided by some and rightly resented 
by others. It is essential that any form of taxation 
should be manifestly fair.’ 


The idea of a professional stock exchange dealer not 
being allowed to deduct his losses is certainly a 
startling one. 


MISS JACQUELINE DU PRÉ 


Фе to Mr Derek du Pré, 
Secretary of The Institute of Cost and Works 
Accountants, and former editor of The Accountant, 
on having such a talented seventeen-year-old daughter 
in Jacqueline, whose outstanding success as soloist 
in the Elgar Cello Concerto in her first B.B.C. * 
Symphony Concert at the Royal Festival Hall on 
Wednesday of last week has been universally ac- x 
claimed. 

Jacqueline du Pré made her début at the Wigmore 
Hall, London, a year ago, receiving high praise from 
the music critics. Since then, she has played in 
London, at the Bath Music Festival, in the provinces, 
and in the Netherlands. She has also broadcast 
and played on television. In the next few months, 
she will be a soloist in Chester Cathedral, at a 
Promenade Concert in the Royal Albert Hall, at the 
Cheltenham Festival, and at the Edinburgh Inter- 
national Festival. 


AID FOR DEVELOPMENT 


De all the publicity which may suggest 
that the contrary is the case, of the total aid to 
developing countries amounting to $8,000 million 
in 1960, only 5 per cent came from the Sino-Soviet 
bloc. The balance was provided by the O.E.C.D. 
group of nations together with Japan, although the 
main supplier was the U.S.A. whose contribution 
represented about 45 per cent of the whole. It is 
noteworthy that France’s contribution was more 
than double that of the United Kingdom. 


+ 
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Among other facts reported in a recent O.E.C.D. 
report! is that aid from the international agencies 
is expanding; it was 15 per cent of the total in 1960. 
Private aid was much increased in 1960 although the 
bulk of the funds continue to come from governmental 
sources. All the indications are that the supply of such 
assistance to the developing countries is increasing. 
If the United Kingdom is to play its full role in this 
important field, an improvement in the balance of 
payments position, if for no other reason,.is im- 
perative. 


AIESEC 


T most members of ICAEW (The Institute 
of Chartered Accountants in England and Wales) 
and other kindred bodies (ICAS, ICAI and 
АССА among them), AIESEC may sound like 
nothing more than 'always dry' but the mnemonic 


does in fact stand for the Association Internationales | 


des Etudiants en Sciences Economiques et Com- 
merciales. The aim of this body – which is inde- 
pendent and non-political — is to promote inter- 
national understanding in economics, commerce and 
law and it aspires to do so by holding seminars and 
study tours and by arranging the exchange of 
commercial traineeships for students during long 
vacations. 

А report of its activities during the past year and 
its plans for the immediate future are contained in 
the 1962-63 handbook of its London Joint Committee 
operating from the London School of Economics. ТЕ 


- is expected that this summer зоо British students, 


will go abroad under the traineeship scheme out of 
an international total of 3,000. Аз these visits are on 
a reciprocal basis, the more firms in this country 
willing to offer vacancies, the greater is the number 
of British students that may go abroad. One advant- 
age which may accrue to companies participating is 
the possibility of recruiting suitable graduates for 
permanent positions from the ranks .of ex- 
AIESEC students. Full particulars of the scheme 
may be obtained from the secretary of the London 
Joint Committee, Mr J. C. Hartley, at Houghton 
Street, London WC2. 


LIFE ASSURANCE AND INCOME TAX 


A its fourth sessional meeting held in Edinburgh 
last week, the Faculty of Actuaries heard a 
paper by Mr W. Lundie, C.A., F.F.A., on "The develop- 
ment and incidence of United Kingdom taxation in 
relation to mutual life assurance’. Introducing his 
subject, Mr Lundie explained that the object of his 
paper was to show that, however irrational and 
unsatisfactory the results of the present basis of 
assessment to income tax of mutual life assurance 
companies might be, the system had developed in a 
logical manner and could be explained rationally in 


1 The Flow of Financial Resources to Countries ín the Course of 
Economic Development in 1960. O.E.C.D. H.M.S.O., 5s net 
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terms of the general framework of United Kingdom 
income tax and the special nature of life assurance. 
Mr Lundie dealt with his subject in four sections. 
In section 1 he described the general framework of 
taxation in the United Kingdom. He considered those 
provisions relevant to life assurance companies and 
analysed the position which would arise in the 
absence of special legislation (as to which see in 
particular Part XX of the Income Tax Act, 1952) 
applicable to life assurance. This specialized legisla- 
tion came in for closer examination in section 2, 
where Mr Lundie described how it had evolved. In 
section 3 the speaker described the present position, 
analysing the liability to tax of a mutual life assurance 
company under the present law and practice. То do 
so he employed an algebraic treatment of the possible 
bases of assessment, preferring this to an arithmetical 
treatment, as the former allowed him to be as general 
as possible. Finally, Mr Lundie discussed the con- 
sequences of the present position and suggested how 
future legislation might remove anomalies and 
барна the system. 


SHORTENING APPEAL COURT 
PROCEEDINGS 
HE Court of Appeal is endeavouring to cheapen 
the proceedings before it by shortening the 
amount of time spent in open Court in the reading of 
documents which have already been available to the 
Court. By way of experiment, therefore, the Lords 
Justices have arranged to read, before each appeal 
comes on, the following documents: 
(z) the pleadings or the originating summons (or 
their equivalent); 
(2) the order of the Court below which is being ap- 
pealed from 
(3) подо notice of appeal and the respondent’ s notice . 


(4) the pr REM of the judge appealed from, 
together with the reports of the cases cited by 
him in the judgment. 

The experiment has the full support of the Lord 
Chancellor and the Court of Appeal has consulted 
representatives of the Bar and of The Law Society. 

In making this announcement on: March 22nd, 

Lord ее, the Master of the Rolls, emphasized 
the importance of the careful drafting of notices of 
appeal so that the Court could understand beforehand 
the points which were going to be raised. 


SETTLEMENTS. HELD TO BE IRREVOCABLE 
I5 ST Tuesday the Court of Appeal, by a majority 
of two to one, allowed the appeals of the tax 
taxpayers from the decision of. Mr Justice Plowman in 
Jamieson v. С.Ю. and Wills v. CLR. (40 А.Т.С. 242). 
The dispute turned on the construction of section 399 
of the Income Tax Act, 1952, which is part of the 
fasciculus of sections directed against settlements 
on the infant children of the settlor. 
The séction provides that a settlement shall not 
be deemed to be ‘irrevocable’ if, inter alia, the terms - 


384 
of it provide for the determination of the settlement 
by the Act or on the default of any person. 

In the settlements in question, the trustees had an 
overriding power to appoint capital to one or more 
beneficiaries. The Crown argued that since all the 
trust fund could be appointed to one adult bene- 
ficiary who could then require the fund to be trans- 
ferred to him, therefore this power of appointment 
was a power to determine the settlement. Mr Justice 
Plowman held himself bound to accept this argument 
in view of the House of Lords’ decision in Kenmare v. 
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СТЕ. (36 A. T.C. 189). However, the Courtof Appeal, 
according to The Times of March 28th, have dis- 
tinguished that case. 

The appeals related to years prior to 1958-50, 
the settlements being saved from section 399 for 
subsequent years by virtue of the amendment made 
to the second proviso by section 20 (5) of the Finance 
Act, 1958. This amendment has the result that a ` 
power to determine the settlement is still not fatal, 


provided that neither the settlor nor his wife сап. 


thereby benefit. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 117 


UR personnel director, Prinny, is becoming a 

source of concern to all our accounts staff; if he 
continues on his present course of misbehaviour I'll 
need to institute reforms which may prove painful 
to more than one. | 

Firstly, let it be clear, we like Prinny. As personnel 
directors go, he could be worse. Many’s the pleasant 
afternoon tea we've shared while discussing our 
problems of job rotation or long-term training for 
potential chief executives or annual salary increases, 
Many's the steaming pot of morning coffee we've 
emptied, laden with cream and brown sugar, while 
we tried to settle personal disagreements over staff 
status or insubordination. Listening to .Prinny 
chuckling over lunch, his pink jowls shaking, his 
waistcoat heaving... have I perhaps given the 
impression that Prinny likes the gastronomic good 
things of life? That he's a gourmet if not a gourmand? 
Well, that's just the trouble. He's too fat. 

It started when he had a routine medical check-up 
shortly after Christmas; after one horrified look at 
the scales, his doctor gave him a lecture which really 
worried him. Lose two stone fast, or else. ... For 
Prinny, it was time to act. 

We thought he was joking at first, when the choco- 
late biscuits vanished from our various meetings to 
be replaced by plain, wholesome oatmeal wafers. He 
grinned wryly as he produced little vials of saccharine 
tablets which he dropped into his cups of tea; he 
became morose as he waved away potatoes or butter 
at lunch. He became quite irritable by mid-afternoon. 
He smoked feverishly throughout the day, each pang 
of hunger triggering off a reflex fumble for bis 
cheroot case. 

Then one morning we had a meeting about holiday 
schedules; we had been talking quite some time when 
I realized that our coffee hadn't arrived. ‘You chaps 
are always thinking of your stomachs,’ said Prinny 
with an irascibility, not to say rudeness, far removed 


from his normal geniality. I sympathized with him 
too much to make an issue of it, seeing which he 
relented and we went out to look for the trolley 
which by now had gone far on its way to our general 
office. 

Being accustomed to having our own individual 
tea-trays which are prized perquisites: with a : 
chequered history of heartburnings and jealousies for 
years back, we hadn't actually seen the trolley in 
action for a long time. It was worth seeing. It had 
developed since its inception as a carrier of biscuits. 
A seething crowd of clamorous junior accountants 
surrounded it, stretching, grabbing, balancing pre- 
cariously huge mounds of food. Some had massive 
hot-dogs bulging with salad and sausage; some had 
double-decker sandwiches and cakes. My cost 
accountant was declaiming something about enjoying 
his breakfast. There was ten minutes’ solid eating on 
the plate beside him. Prinny gazed with bulging eye 
like a Spanish bull under the banderillas; he looked 
about to charge. 

But I was proud of my staff. Granted that they 
were caught red-handed, that the thing had got out 


of hand; but they neither panicked nor looked = 


defiant. They dispersed with quiet dignity and the 
food seemed to vanish imperceptibly; almost instant- 
aneously they seemed to be either back at work or 
else sipping tea- legally and properly — biscuit in 
hand. The only blunderer was the cost accountant 
who tried to gobble too fast; suddenly he choked and 
left hurriedly with heaving shoulders. 

Prinny said nothing as we left; but later he an- 
nounced that he was considering abolishing the 
trolley and we nearly had a row. That the privilege 
was being abused was true; but the remedy was not 
abandonment but control which must be based 
ultimately on good sense. This thorny question has 


‘bedevilled industrial relations for years; it was up to 


us to handle it intelligently. Unfortunately it got 
Prinny on the raw in his comparatively émaciated 
condition. He's been picking on us since for every 


trifle; the atmosphere in our section is becoming 


tense. It seems the existence of food should be 
unworthy of notice in the highly rarefied intellectual 
stratosphere of accountancy. 

Prinny is due.for another check-up next week. 


"Unless his drastic dieting.is relaxed, there's trouble 


ahead. ; | 
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> Finance and 


» 


Commerce 


Hartley Baird 


To week’s: reprint is from the accounts of 
Hartley Baird Ltd for the year to April 3oth, 1961. 
Hartley is a subsidiary of Camp Bird Ltd and in its 
turn has a subsidiary, H. J. Baldwin & Co Ltd, which 
again in turn has a subsidiary, Wireohms (Universal) 


. Ltd. The net result of the chain of interests is 


decidedly complex and the complexity is not eased by 
the fact that Hartley's auditors ‘are unable to say 
that the consolidated profit and loss account reflects 
a true and fair view of the group's loss for the year so 
far as concerns members of the company’. 

It will be noted from the reprint that the Baldwin 
figures, made up to the same date, have been separated 
from the consolidation to 'give members a clear view 
of the results of all subsidiaries other than Baldwin 
and the composition of the Baldwin loss’. 

The Baldwin directors, Hartley’s report says, 
attribute the Baldwin loss to realization at prices 
under cost or book value of the balance of the stock 
of refrigerators and other appliances held at May 1st, 
1960, writing down of the investment in certain 


subsidiaries, and the making of further provision ` 
Ф: against debts due from subsidiaries, the collection of 


which may be in doubt. 


Stocks 


One great source of uncertainty is. the Wireohms 
position on which the Baldwin directors are taking 
legal advice. Wireohms had been a Baldwin associate 
company but was made a wholly-owned subsidiary 
on April 28th, 1961, to enable the directors to deal 
with the numerous inter-company problems existing, 
‘more especially the valuation of the stock-in-trade 
and work in progress’. 


The statement on Wireohms continues: 


"The auditors of Wireohms (Universal) Ltd have 
reported that the stock certificate signed by certain 
directors of that company and the stock sheets pro- 
duced to them for the purposes of audit for several 
years prior to 30th April, 1960, were incorrect, as a 
result of which the directors of that company bave 
written off £43,266 as at 3oth April, 1960. 

‘In their opinion, the stock sheets: and records that 
are available are such that no useful purpose would 
be served by further detailed checking, as even the 


most exhaustive tésts could not enable them to . 
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verify the figure for stock-in-trade and work in 
progress either at 3oth April, тобо (£125,481), or 
зо April, 1961 (65,768), апа in these circum- 
stances the auditors have been obliged to accept the 
certificate of a director of that company who did not 
sign the incorrect stock certificates referred to above.' 


` Profitable Now 


‘Mr Hartley, for his company, refers to the’ investi- 


gation into and reorganization of Baldwin, the 
principal subsidiary, instigated in the latter half of 
1960. When finalizing the accounts for 1960, he says, 
an endeavour was made to make provision for such 
amendments and adjustments to Baldwin's accounts 
as were then ascertainable. 

But subsequent and fuller investigation has revealed 
that the provisions were inadequate and the year to 
April 1961 ‘has been loaded with the balance of 
adjustments and write-offs necessary to clear up the 
situation’. The result is the Baldwin after-tax loss of 
£86,017 in the year to April 1961, the major portion 
of which has had to be included in the Hartley 
accounts for that year. The effect has been to wipe 
out the profits made available to Hartley from other 
subsidiaries. But for the Baldwin situation, the Hartley 
group, he says, would have earned a profit in the year 
under review. 

What is done cannot be undone, but there is the 
assurance from Mr Hartley that in the current year 
all subsidiaries, including Baldwins, are operating 
profitably and indeed, he says, their internal accounts 
confirm this to be the case. Future accounts, he 
promises, will be presented at a much earlier date. 
‘The delay on this occasion was caused by the Baldwin 
problems. 


Growth 


SE years or so ago, there emerged from the 
nationalization of cable and wireless communi- 
cations a new investment trust company, Cable & 
Wireless (Holding) Sir Edward Wilshaw; now 
governor, insisted that compensation should be 
а rather than distributed. This year, he looks 
ас 


*When we commenced business as an investment 
trust in 1950,’ he says, ‘тоо of our stock would have 
. been bought for £96. Since that time, a further 
investment of £115, making a total of £211, would 
have sufficed to take up the full entitlement of shares 

- issued by way of rights. 


“Today, the shares so purchased plus those issued 
free by way of capitalization of reserves would be 
worth some £860. During the same period, gross 

- income receivable would have risen from £6 to 
£27, the latter representing a return of {12 16s per 
cent on the total sum invested.’ 


Undoubtedly, the company became an investment 
trust at the right time. What investors would like to 
know is whether the time is still right. If one could 
only job forwards as well as backwards! 
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HARTLEY BAIRD LIMITED 


AND ITS SUBSIDIARY COMPANIES 
, Consolidated Profit and Loss Account for the year ended 30th April, 1961 


March 31st, 1962 





Trading Profits before charging or crediting the items set out 
elow:— 


Hartley Baird Limited  .. vs .. m 26 .. m 
Duratube & Wire Limited m T .. а а .. .. 
Hartley Installations Limited  . 
Tenaplas Limited . a oe . 

H. 1. Baldwin & Company Limited ea zs LT. ws .. 


Income from Investments:— 


Trade .. .. m .. .. .. .. .. .. 

Others s .. .. .. m .. .. .. .. 
Charges:— 

Depreciation of Fixed Assets (See Note 1 «».. .. di .. 

interest — .. m .. .. .. 

Directors' Emoluments (See Note 7 uie ee) Dale ne 

Auditors’ Remuneration—holding сотрапу .. .. ва 


Special Charges: ere 


Pre- -acquisition Profits .. m .. 
Provision against debts due from "иы ағу Companies 
Losses incurred on the realisation of Refrigerator and other appliance 

stocks held ас Ist May, 1960 ss .. ВЫ 
Anticipated Stock loss of a Subsidiary Company == oe .. 


Consolidated Profits (Losses) before Taxation  .. 52 ET 


Taxation based on profits for the year:— 


United Kingdom Income Tax  .. .. m ae M zs 
rofits Tax — .. m .. ee .. .. 

East African Income Tox .. pa m EM ба Ut v. 
Consolidated Profits (Losses) after Taxation V es .. 


Less: Proportion of losses less profits of subsidiary companies attri- 
butable to minority interests oy .. .. m 





HARTLEY 
BAIRD GROUP 
£ £ 

7,885 
78,230 
0,025 
26,343 
— 122,483 
1,250 
—— 1250 
123,733 
42,065 
21,888 
13,017 
1,5 : 
78,470 
45,263 
2223 
Profit 43,040 
25,450 
6,700 
32,150 














Profit £10,890 


Consolidated Net Loss after Taxation attributable to Hartley Balrd Limited .. 


dealt with in the accounts of:— . I 
Hartley Baird Limited—Surplus ais mS £ >a 6% 
Subsidiary Companies —Deficit vs ae is ЕЯ Se 


Balances brought forward:— 


Hartley.Baird Limited . .. .. k .. .. 
Subsidiary Companies (See Note ву =. Es vs vs se 
Deduct: Adjustments relating to former years (See Note 9) as 


Loss on Sale of Shares In a Subsidiary Company .. .. n 


Appropriation In the accounts of the holding company:— 
Preference Dividend less tax paid to 3155 December, 1960 .. oe 


Balances carried forward to Consolidated Balance Sheet:— 


Hartley Baird Limited-—Surplus. . m ... ee .. .. 
Subsidiary Companies—Deficit m de EM "P .. 


.. 


oe oe 


BALDWIN 
GROUP 


£ 





750 
649 








38,614 
22,286 





£ 


23,204 


1,399 
24,603 





42,665 
(18,062) 


67,900 . 





(85,962) 


57 


— 


Loss (£86,019) 


.. 


.. 


The notes on page [388] form part of these Accounts. 


TOTAL 
30th April, 1961 


£ 








2,223 
38,614 


22,286 
000 








(63,073) 


13,435 


(39,750) 


7,982 





(31,768) 


£ 


145,687 


2,649 


148,336 


121,135 
27,201 





70,123 





(42,922) 


32,207 


(75,129) 


25,491 
(49,638) 


—— (14,505) 


(99, 155) 


19,617 





64,143 
eua) 


(71,576) 


7,962 





(£79,538) 


30th April, 1960 
£ £ 


172,995 





360 








25,000 


2,000 
36,797 
63,797 





Profit 32,625 


37,924 

9,475 

92 
47,491 








Loss (14,866) 3 


5,932 
(8,934) 


33,299 
(42,233) 


(10,764 
и 05 


n0 6,337 
add 2,862 








9,201 


267 
Profit 4,421 
4,688 


19,906 





ex 982 
23,200) 
(£15,218 





ж 
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CITY NOTES 


T anticipated capital gains tax. now seems to 
have outweighed most other factors in stock- 
market calculations. The visible sign is a rush of and 
for new issues. Invisible, but audible, is the rumble 
of conjecture on the form which the tax is tó take. 

The City is apt to develop a persecution mania 
under such conditions. T'he Sword of Damocles, whose 
thread the Chancellor is expected to cut on Budget 
Day, is variously forecast as razor sharp on one hand 
or as a blunt instrument on the other. 

By the same token, opinion seems widely varied on 
the likely effect of a gains tax on the stock-market 
itself. Some maintain that such a tax will make no 
difference to speculative ardour. A taxed gain, it is 
argued, is better than no gain at all. 

The other extreme is to suggest that short-term 
speculation will disappear entirely. The answer pro- 
bably lies midway between the two extremes. It is 
difficult to convince speculators or short-term 
operators that there is justice or even logic in a tax 
on short-term gains. Even the Chairman of the Stock 
Exchange has insisted that the tax is entirely a political 
manoeuvre. f 

In its preoccupation with the tax the Stock 
Exchange, however, is tending to overlook the possi- 
bility that the Budget may cortain measures of far 
greater economic consequence. 
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RATES AND PRICES 
Closing prices, Wednesday, March 28th, 1962 


Tax Reserve Certificates: interest rate (24.5.62) 3% 


Bank Rate 
June 23, 1960 6% Oct. 5, 1961 64% 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Dec. 8, 1960 5% Mar. 8, 1962 51% 
July 26, 1961 294 Mar. 22, 1962 5% 
Treasury Bills : 
Jan. 19 £5 6s 2:3sd% Feb.23 £5 108 747d% 
Jan. 26 £5 4s 10-06d 9, Mar.2 £5 ros 11'264% 
Feb.2 £5 45 4934% Маго £5 os 5'894% 
Feb. 9 £5 85 oyad% Mar.16 £4 195 757d% 
Feb. 16 £5 95 10°81d% Маг. 23 £4 9s o47d% 
Money Rates 
. Day to day 35-44% Bank Bills А 

7 days ; 34-43% 2 months 48-41 % 
Fine Trade Bills 3 months 4t-4T1 95 

3 months 51-614 4 months 48-4 % 

4 months 51-63 4 6 months 8-49 

6 months 6-7 % 

Foreign Exchanges 
New York z81j-1 Frankfurt 1124-1 
Montreal 2:95-i Milan 17461-i 
Amsterdam ro14j1-1 Oslo 20:041—і 
Brussels 140'041-1 Paris . 13°784-4 
Copenhagen 19:361-$ Zürich 12°22-4 
Gilt-edged 

Consols 4% 625 Funding 3% 59-69 828 


Consols 24% 40 
Conversion 51% 1974 923 
Conversion 5% 1971 9143 
Conversion 34% 1969 85% 
Conversion 33% 54 
Excheguer 54% 1966 99% 
Fundin 


Savings 3 75 de 75 Dn 
Savings 3% 65-75 

Savings af % 04-67 TUA 
Treasury 5$ % 2008—12 871 
Treasury 5% 86-89 83 
‘Treasury 3375 3739 711 
Treasury 3$, 79-81 70d 


Funding 4% 60-90 872х4 Treasury 24% 39% 
Funding 34% 99-04 боў Victory 4% 953 
Funding 3% 66-68 854 War Loan 34% 55 





Reviews 


Measurement and Control of Office Costs 


by 5. A. Вівм, В. M. Crossan, and R. W. Easrwoop. 
(McGraw Hill Publishing Co Ltd, London. 58s.) 


The objective of the method described in this book is 
to control office costs by setting standard times for 
routine office operations. In modern businesses, re- 
petitive factory operations are scientifically measured 
and performance is controlled against standards. 
Manufacturing costs are subject to the closest 
scrutiny, but efforts to apply the same techniques in 
the control of office costs have run across many 
obvious difficulties. 'The system proposed by the 
authors of this book is a development of M.T.M. 


(methods-time measurement) which has been success- 
fully employed in factory operations. 

Experts in control of factory costs will know that 
the setting of standard times for each different 
operation is a tedious and lengthy task. However, 
the authors point out that many office operations are 
in fact less varied than factory work and can be 
reduced to a reasonable number of standard move- 
ments for which times can be fixed. These standards, 
which are listed in the appendix to this book, are 
called ‘master clerical data’ (M.C. D.) and can be 
applied to most routine office operations. As pointed 
out in the preface, M.C.D. can only be applied to 
those office tasks where work is done mainly with the 
body and mental operations are limited to searching, 
matching, copying, etc. Creative thinking cannot be 
measured and probably never will be. 


The authors have had practical experience of 
the application of M.C.D. in the control of office 
tasks such as receiving and checking orders, filing, 
invoicing, punched-card operations, etc. Detailed 
descriptions of working methods are given, accom- 
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panied by some sound advice on the psychological 
approach to this kind of work. It is difficult to say 
just how widely M.C.D. can be employed, but 
certainly this book should be of considerable interest 
to anybody in a methods department of a fairly large 
organization working on the control of office costs. 


The Organization from Within . 
by CYRIL SOFER. (Tavistock Publications Ltd, 
London. 255.) 


Mr Sofer has written a highly individual and personal 
account of three assignments in the field of what is 
often termed ‘industrial psychology’ and has made a 
very readable account of his activities. However, one 
cannot help reflecting that, large as is the undoubted 
scope for work of this nature, many of his clients 
ought to be. able to settle their own affairs more 
expeditiously and of their own volition given a little 
more personal charity and a little less self-interest. 
Unhappily, however, conditions such as the author 
describes exist only too often. ` 

Tt is equally sad to read of the interview with a 
company’s auditor who had obviously never experi- 
enced the tremendous assistance which vocational 
guidance can give. Mr Sofer records: “The auditor 
himself was puzzled and sceptical about my role 
and the value of any contribution the [Tavistock] 
Institute [of Human Relations] might make.’ There- 
after no further mention of the auditor occurs. 

There is no doubt that the profession is often the 
loser on occasions when an auditor makes no attempt: 
to see the value of the contribution someone less 
‘traditional’ in outlook than himself can make in a 
client's business affairs. Certainly, most men of merit 
in professional life have in fact developed their own 
experience of psychology in trying to deal with staff 
promotion problems in conjunction with their clients 
— particularly at board level; and they will be sensibly 
sympathetic to the systematic work recorded in these 
case studies, and the analysis of the theory underlying 
that practice, which. constitutes the second portion 
of this interesting book. 
- Accountants who read this record of a new pro- 
fessional service to industry cannot fail to widen 
their understanding of a difficult modern problem, 
especially as portrayed in the first case study entitled 
MPs *An industrial setting'. 


Playing with Infinity 


by Professor RÓzsA PETER. Ae: Bell & Sons тад. 
` London. 255 net.) 


Many continental Dudas have a gift for 
` writing entertainingly about their subject and Pro- 
fessor Péter is no exception. For more than 250 pages, 
she conjures with numbers, symbols and shapes so 
adeptly that the reader is beguiled into forgetting 
that the book, in fact, is all about arithmetic, algebra 
and geometry. This i is the author's intention n because 


THE 
ACCOUNTANT 


, March 31st, 1962 


she believes that art and science are closely linked 
and that there 18 no reason why the principles of 
mathematics should not be presented in an attractive 


form. Professor Péter certainly succeeds in doing this а 


and if her arguments become a little difficult to follow 

when she warms to her work (the titles she gives to 
the three parts of her book — The Sorcerer's Арргеп- 
tice; The Creative Role of Form; and The Self- 
Critique of Pure Reason – аге perhaps indicatiye of 
the progression towards the higher flights of argu- 
ment), this will not deter the serious reader. 

Credit must also be given to Dr Z. P. Dienes for a 
felicitous translation from the text of the original 
Hungarian. 


Marketing for Profit 


by Doucras P. Сор. (Reinhold Publishing Cor- 
poration, New York; MD & Hall Ltd, London. 


445.) 
Basis for Marketing Decision 


-by Lour Cuesxin. (Business Publications Ltd, 


London. 355.) 


Both of these books are by American authors; both 
concern techniques of selling. There the resemblance 


nds. 

"Mr Gould's book will certainly appeal more to 
accountants — especially ` those who appreciate the 
assistance of their economics training and continue . 
to make use of graphs for practical and helpful 
purposes. А great deal of this book consists. of 
examples of cases which will be readily appreciated, 
often involving comparisons of marginal profitability . 
from department to department or between a number 
of selling lines. Throughout, the emphasis is on 
control of selling in a planned, scientific manner, 
although the feeding of ideas upwards is not over- 
looked. . ` 

Mr Cheskin, on the other hand, is concerned al- 
most exclusively with the technique of what is 
known aš ‘motivation’, and research into the personal · 
likes and dislikes, prejudices and weaknesses of the 
buying public. To quote Mr Cheskin: “Motivation 
research js the type of research that seeks to learn 
what motivates individuals- in making choices. 
Motivation researchers employ techniques designed 
to reach the unconscious or subconscious mind 
because preference generally is determined by factors 
of which the individual is not aware. . . . The best. 
ads. are motivating ads. not ads. that are consciously 
recalled. Ап ad. does not have to be remembered to 
be motivating.’ 

Having ‘set forth and amplified the technique in 
the first half of his book, Mr Cheskin uses the second 
half for a series of studies, some actual, some hypo- 
thetical, introducing in statistical-tabular form the 
results of applying motivation research to each prob- 
lem. 

There is no doubt that there is a ‘fringe area’ 
between what top management needs in order to 
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understand and plan its activities in the field of sales, 
from its consultants, its salesmen, its factory managers 
and its accounting staff. 'T'he provision of information 
suitable to studies such as are dealt with especially 
in Mr Gould's book, must largely be the province of 
management accounting. In many cases ~ and especi- 
ally to the smaller business unit — it may well fall to 


_ the professional accountant to provide such services; 


and to appreciate what is involved by first reading 
Mr Gould's book cannot but assist any aspiring 
management accountant on his way. 

Certainly to read Mr Cheskin's book must open 
one's eyes and broaden one's ideas, and for account- 
ants this should be sufficient justification. 


National Income and Expenditure . 


by Richard and Giovanna Stone. (Bowes & Bowes. 
London. 155.) : 


This book replaces a further revision of the well- 
known pamphlet on the same subject by Meade and 
Stone which served so many generations of post-war 
students of the subject. It is more ambitious in its 
scope than the earlier editions and discusses the 
problems of deflating national income series over time, 
as well as the problems of international comparisons, 
with special reference to British and American data. 
It is, however, very clearly written and remains by 
far the best introduction to the subject for the serious 
student. 


Investment and Production 


by Vernon L. Smith. (Harvard University Press. 
London: Oxford University Press. 60s net.) 


This new study in the excellent series of Harvard 
Economic Studies originated in a doctoral thesis on 
the economic basis of the replacement of capital 
equipment within industry. Inevitably the standard of 
exposition is at a level suitable for fellow economists, 
who must be well-acquainted with the modern 
mathematical approach as well as diagrammatic 
exposition. It is basically a theoretical study of the 
theory of the firm. It is exceptionally well written 
for this type of work and the technician, who is 
normally well-equipped with an understanding of 
mathematics, will find in this book a stimulating 
approach to the evaluation of investment policy in the 
business undertaking. 


Indian Tax Structure and Economic Develop- 
ment 


by G. S. Sahota. (Asia Publishing House, London. 
215 net.) 


The importance of fiscal and budgetary policy for 
purposes other than revenue raising are not always 
appreciated, even a quarter of a century after Keynes’ 
General Theory appeared. This little book which is 
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one of a series-of studies undertaken by the Institute 
of Economic Growth in Delhi, discusses the basic 
facts of Indian taxation. It shows how tax policy has 
been used to stimulate investment and to reduce 
consumption, and discusses the value of budget 
surpluses as a source of investible funds in the 
developing economy. For the reader interested in 
India's economic problems it will have a special 


1. 
арреа "а 


The Law of Stamp Duties . 
Third edition by J. С. MONROE, B.A., Barrister-at-Jaw. 


. (Sweet & Maxwell Ltd. London.) 


The principal change in this edition is that the work 
now includes the complete text of the Stamp Act, 
1891, and amending Acts. 'T'he author has also exten- 
ded the treatment of the section providing for exemp- 
tion from conveyance duty of conveyances between 
closely associated companies, and there is a separate 
chapter on unit trusts. 

Now that the complete text of the Acts is available 
in the book, one wonders why the author has at- 
tempted to paraphrase section 55 of the Finance Act, 
1927, dealing with reliefs in relation to company 
reconstruction. The section, which is tabulated, can 
just be understood if read carefully; whereas the 
author's paraphrase chiefly consisting of a 240-word 
sentence, untabulated, imposed a much greater strain 
on at least one reader than does the section itself. 
Although it might appear to be special pleading, it is 


suggested that the publishers in future editions might 


show the Annotated Tax Cases reference in all cases 
where a reported decision is noted and has been 
included in that series of reports. Some thirty-one of 
the cases cited in this edition of Monroe fail to show 
the A.T.C. reference, although in fact that is fre- 
quently the only report which includes the stated case. 


MacGillivray on Insurance Law 


Fifth edition by DENIS BROWNE, M.A., Barrister-at-law. 
(Sweet & Maxwell Ltd, London. 2 vols. £12 125 net.) 


The part played by insurance in modern economic 
and financial life has increased enormously, par- 
ticularly since the last war. The growing wealth and 
standards of living of the population have brought 


: with them an enormous demand for insurance of 


property and life and limb, not to mention the 
special fillips given by. the tax advantages to be 


, enjoyed by means of life policies, whether by ordinary 
‘life insurance relief from income tax, or through 


retirement benefit schemes, or through policies 
designed to minimize the effects of estate duty. Even 
the growing concern with maintenance relief for 
Schedule A has increased the tendency to take out 
insurances on property. 

Аз may be imagined, however, the problems to 
which insurance law can give rise are extremely 
complex. Moreover, the sums involved -are now so 


392 


great that the cost of obtaining good and disinterested 
advice is money well spent. It would be difficult to 
imagine any problem on insurance (other than marine 
insurance) with which MacGillivray does not deal. 
` One says MacGillivray because that is the title which 
the work will no doubt continue to bear, notwith- 
standing that since the fourth edition appeared the 
original author has died and this new edition is the 
responsibility of Professor Denis Browne who for 
so many years collaborated with Mr MacGillivray in 
procuring for the work the prestige which it so 
deservedly enjoys. 

Indeed, the fifth edition is an even greater achieve- 
ment than its predecessors. Professor. Browne has 
very properly excised the long section on general 
company law and has used the space as well as that 
made free by some expert pruning, for the new 
material which the passage of time, since the fourth 
edition, has thrown up. Тће estate duty treatment of 
life policies was materially changed in 1954 and 
Professor Browne deals with this change in the course 
of a masterly disquisition on the subject of estate duty. 
In books on special branches of the law, the treatment 
of the relevant stamp duties is often fragmentary and 
therefore misleading; but Professor Browne devotes 
no less than twenty-three pages to this one topic, all 
of which are very much to the point and indicate the 
care with which he has assembled and sifted his 

material ` 


The work is for the first time split i into two handy-. 


sized volumes but a full and comprehensive index is 
given at the end of each volume. 'The whole ргодис- 
tion is of a very high standard. 


Accountancy 

by K. S. CARMICHAEL. (The Sunday Times Career 
Books. 35 6d net.) 

This guide to accountancy as a career tells of the 
. progress of an imaginary articled clerk until he is 


fully established as a junior partner in a practising. 


firm. The author (the omission of whose designatory 
letters will not conceal his identity to many) contrives 


to make tactful comparisons between the syllabuses 


of the leading professional bodies and conveys a 
vivid impression of the kind of life the young man 
who wishes to become a qualified accountant may 
reasonably expect. It is a pity that the titles of the 
. Scottish Institute and its magazine are incorrectly 

given on some pages but that presumably will be put 
right when the book is reprinted. : 


'Topolski's Legal London 


Illustrations by Ееглкз ToroLsKI; text by Fines 
Cowper; foreword by Rt Hon. The Lord BIRKETT, 
P.C. (Published for The Lawyer by Stevens & Sons 
Ltd, London. 34 gns. net.) 


Ten inches deep and fifteen inches wide, this out- 
standing example of the art of book production would 


THE 
: ACCOUNTANT 


March 31st, 1962 


make an excellent present to any. legally-minded 
person. There are fifteen illustrations by Feliks 
Topolski of various aspects of legal life in London, 
each accompanied by a text written by Francis 
Cowper. However, neither picture nor text is sub- 
ordinate to the other. 

The work of Feliks Topolski is well known; the 
portraits are of actual legal individuals, although in 
most instances unidentified. Frances Cowper is a law 
reporter and a legal historian; his text is eminently 
readable, permeated with a love of his subject but 
accompanied by a dry humour and some gentle 
thrusts. In a mocking review of the architecture of 


the Central Criminal Court he mentions a particularly . 


incongrous allegorical painting of ‘naked nymphs 
prancing among flowery garlands, perhaps young 
persons in need of care and protection'. Describing 
а set of barristers’ chambers he observes that the 
professional fate of its occupants depends on their 
clerk, but he is too discreet to say whether he thinks 
this a good or a bad thing. Last, but not least, there is 
the foreword in Lord Birkett's inimitable limpid 
prose. 

The printing, paper, binding – everything, in fact, 
comprising this book contributes to a publication par 
excellence. 


SHORTER NOTICE 


THE RATING AND VALUATION ACT, 1961, with a guide 
and index, by Lord Meston, Barrister-at-law. (Property 
Owners’ Protection Association Ltd, London. 7s 6d 
net.) T'his 40-раре paper-backed booklet, expounds the 


provisions of the Act in illuminating fashion, and ' 


embodies a most extensive and useful index. 


RECENT PUBLICATIONS 


Ам ExecuTor’s ACCOUNTS AND THE LAW RELATING THERETO, 
thirteenth edition, by E. Miles Taylor, F.c.a., х 
Hough, a.1.B., and О. GRIFFITHS, M.A., LL.B, XX + 527 рр. 
53 x 8i. 30s net. Textbooks Ltd, Harpenden, Herts. 

SECOND (CUMULATIVE) SUPPLEMENT TO DYMOND’S DEATH 
Дотиез, thirteenth edition, by Reginald K. Johns, LL.B. 
xv+ 105 pp. 6 X 9$ card covers. 17s 6d net. The Solicitors" 
Law Stationery Society Ltd, London. 

TRADE’ UNIONS IN A FREE БОСТЕТУ, by В. C. Roberts. 
206 pp. 84 X 6. 30s net. Hutchinson & Co, London. 

Book-KEEPING AND ACCOUNTANCY FOR SoOLICITORS, by 
P. Harrison and А. G. Hillman, r.A.C.C.A. Second edition. 
279-14 pp. 8kX 53. sos net. Butterworth & Co (Pub- 
lishers) Ltd, London. 

DEsrGN ° oF REGIONAL ACCOUNTS, 
Hochwald. xx+281 pp. 9х6. 48s net. Johns Hopkins 
Press, Baltimore; Oxford University Press, London. 

THe DIRECTORY OF OPPORTUNITIES FOR SCHOOL LEAVERS, 
1962, with a preface by Sir William Haley, к.с.м.с. 
332 pp. 5$ x 84. 8s 6d net; free to Schools and Careers 
Masters. Cornmarket Press Ltd, London. - 

THE GROWTH оғ PUBLIC EXPENDITURE IN THE UNITED 
:<Кімсром, by Alan T. Peacock and Jack Wiseman 


г assisted by Jindrich Veverka. A study by the National, 


` Bureau of Economic Research. 9 хб. xxxi--213 рр. зоғ 
net. Oxford University Press, London. 

AupDITING Automatic DATA PROCESSING, a survey of papers 
on the subject, by А. B. Frielink. 70 pp. Card Covers. 
5X74 155. D. Van Nostrand Co Ltd, 358 Kensington 
High Street, London W14. 
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Correspondence 


`- Letters must be authenticated by the name and address of 
"the writer, not necessarily for publication. The Editor does 
not necessarily agree with, or hold himself responsible for, 

the opinions expressed, | 


Stock Valuation Recorisidered 


Sig, — After reading Mr Staubus’s article ‘Stock 
valuation reconsidered’ (March то issue) I was 
moved to breathe a sigh of relief that it wasn’t my 
misfortune to be taught accountancy at the University 
of California, because it surely isn’t necessary to 
introduce so much complexity into such a basically 
simple matter. | | 
The Institute of Chartered Accountants knows, 
as surely as. does any other sensible body, that 
manufacturing overhead charges are just as much a 
part of cost as raw materials and laboür, and that 
purely from an academic point of view they should be 
included in stock valuations at the end of a financial 
period. What they also know, fortunately, is that 


academic theory must give way to economic necessity 


and/or business prudence. 

Since there are many items in accountancy in- 
capable of accurate measurement — depreciation | is 
only one example- accountancy can never be а 
science. I do wish the theorists would learn this basic 
fact. Yours faithfully, 5 

Heanor, Derbyshire. ROBERT LOWE. 


Acquisition of Company: 
Determining Cost of Shares 

Sir, – You began your interesting comments on the 
report and accounts of Turner & Newall Ltd 
(‘Finance and Commerce,’ March 1oth issue) with 
the observation that ‘reprint limitations do not 
permit full justice being done to the accounts’. One 
of the interesting features which you did omit was 
the fact that the auditors, Messrs Deloitte, Plender, 
Griffiths & Co, qualified their report as ‘subject to the 
method of determining the cost of shares acquired in 
British Industrial Plastics Ltd as explained in Note 1 
on page 14’ and as reported by you. : 

The qualifying words “subject to’ indicate that the 
auditors are not satisfied with the method but my 
Aunt Fanny, who holds a few shares in the company, 
says that she remains in the dark as to what method 
would have satisfied them. Readers may remember 
that in the accounts of Leyland Motors Ltd at 
September 3oth, 1952, a somewhat similar point was 
dealt with by the directors in a note reading as 
follows: = 

“The whole of the share capital of Albion Motors 

Ltd was acquired by the issue of 133,866 Preference 

Shares and 477,920 Ordinary Shares, all of £1 each, 

of Leyland Motors Ltd, and the investment is 

entered in the balance sheet of Leyland Motors Ltd 
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at the nominal amount of the shares so issued. The 
company sought the advice of Counsel as to whether, 
in view of a legal decision, the excess of the value of 
the shares so issued over the nominal amount 
constitutes a premium within the meaning of 
section 56 of the Companies Act, 1948, but the two 
counsel consulted were unable to agree. Such 
premium (if any), if based on the book value of the 
net assets of Albion Motors Ltd, at the date of 
acquisition, would amount to £2,108,829.' 

No doubt the Jenkins Committee will have some- 
thing helpful to say on this point; meantime our 
course will vary between port and starboard depend- 
ing upon the choice of counsel invited to act as pilot 
through these broad and shifting waters. 

Yours faithfully, 
AUNT FANNY'S NEPHEW. 


Football Club Transfers 


Sir, — Can you or опе of your readers tell me how 
football club transactions are dealt with? . 

Recently Johnny Byrne was transferred from 
Crystal Palace Football Club to West Ham Football 
Club at a fee of £60,000, plus the transfer of Ron 
Brett, a West Ham player, to Crystal Palace. 

In West Ham F.C.’s accounts would the payment 
be debited to a ‘Fixed asset’ account ог to a ‘Stock of 
footballers’ account, with book-keeping eritries to 
record the transfer of Ron Brett? If the £60,000 goes 
to ‘fixed assets’ would the player be ‘depreciated over 
his normal working life’ and would investment and 
other capital allowances be claimed? Also, is it possible 
for there to be a balancing charge or allowance on the 
transfer of Ron Brett? 

You will appreciate that I am only interested in a 


humorous sort of way. 


Yours faithfully, 
Croydon, Surrey. J. T. H. WILLIAMSON. 


[The secretary of West Ham United Football Club 
comments: Players are not considered as fixed assets 
as obviously from time to time transfers are effected 
between clubs, transfer money is dealt with by a 
separate “Transfer account’. In particular cases, money 
which is paid on an instalment basis can of course 
be paid over a period of ште, in which case the transfer 
money may be included in accounts for different years.] 


Every Little Helps 


Sir, – Who says the Civil Service are lacking a sense 
of humour? 

After serving on a Ministry Panel I was offered a 
small fee of £8 8s for attending meetings. I suggested 
that I wished to waive my claim. The reply I received 
from the Ministry concerned was as follows: 

"We would certainly not press you to claim for 
expenses, and I can assure you that your waiver of 
these will be reflected in the Budget which the 
Chancellor will be introducing shortly. 

: Yours faithfully, 
F.C.A. (London). 
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Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
- the ‘Annotated Tax Cases’, 


Godden о. А. Wilson’s Stores (Holdings) Limited 
In the Court of Appeal — February 27th, 1962 


(Before THe MASTER or THE ROLLS (Lord EVERSHED), 
Lord Justice Џрјонм and Lord Justice DiPLock) 


Income tax — Cessation of trade — Termination of 
service agreement — Payment of sum therefor — Whether 
that sum deductible by company — Income Tax Act, 
I952, sections 122 (Schedule D, Case I), 137 (a). 


Down to March 31st, 1958, the company carried 
on business asa rubber and coco-nut planter in Malaya, 
and its profit for that period was assessable under 
Case I of Schedule D. On March 15th, 1958, an 
agreement was made for the sale of the company's 
estates, and the sale was completed on March 31st, 
1958, and on that day the company's business was 
discontinued. | S 

The manager of the company's estates in Malaya 
had served the company in that capacity since 1946, 
and the terms of his service during the material 
period were stated in a letter dated August 196, 
1957. The agreement recorded in the letter was to be 
for six months certain and thereafter subject to six 
months' notice on either side, and notice was to be 
given on March 31st or September 3oth in any year. 
On February 25th, 1958, the board directed that the 
manager should be given formal notice to terminate 
his employment as from March 31st, 1958, and that 
he was to be paid £1,900 representing the salary for 
the six months to September 3oth, 1958, and the 
estimated commission he would have earned in that 
period. This payment was to cover any claims the 
manager might have against the company. These 
arrangements were accepted by the manager in a 
letter dated March 7th, 1958. The £1,900 was paid 
to the manager on March 28th, 1958, and was charged 
in the company's profit and loss account for the nine 
months ending March 31st, 1958. | 

Tt was contended on behalf of the appellant that 
the £1,900 was not deductible in computing the 
company's profit for that period, in that the sum was 
not expended for the purposes of the company's 
trade, for the trade was about to end. It was contended 
on behalf of the respondent that the £1,900 was 
deductible, because it was a payment that had to be 
made in order that the company might be released 
from its liabilities under the letter of August roth, 
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1957. The Special Commissioners decided in favour 
of the respondent. 


Held (affirming the decision of Mr Justice Plow- 
man): the £1,900 was not paid for the purpose of 
enabling the respondent to carry on its business and 
earn profits; and that the sum was not deductible 
in computing the profit of the period in question. 


Griffiths v. J. P. Harrison (Watford) Ltd 
In the House of Lords — March 15th, 1962 


(Before Viscount SrMoNps, Lord Кир, 
Lord DENNING, Lord Morris or BORTH-Y-GEST 
and Lord Guzsr) 


Income tax ~ Dividend-stripping — Business of merchant 
till 1953-54 — Loss to carry forward — Purchase of 
shares in company — Dividend received from subsidiary — 
Loss on sale of shares — Whether trade of share-dealing 
carried on ~ Income Tax Act, 1952, section 341 — 
Finance Act, 1953, section 15. 


'The company carried on business as a merchant 
till a date in 1953—54, and that business then ceased. 
In 1952-53 the company incurred a loss of /13,585, 
which was available to be carried forward under 
section 341 of the Income 'T'ax Act, 1952. On October 
8th, 1953, an additional object was inserted in the 
company's objects clause, namely, to carry on the 
business of share-dealing. On December 4th, 1953, 
the company bought all the issued shares in another 
company for £16,900 and borrowed £15,900 for the 
purpose. The shares were bought on a blank transfer, 
which was not registered, and no stamp duty was 
paid. The subsidiary company had carried on 
business as a cloth merchant up to November 3oth, 
1953, when that business ceased, and the subsidiary 
then had a considerable sum available for distribution 
as dividends. On January 26th, 1954, the subsidiary 
declared a net dividend of £15,901 19s 3d, and this 
sum was received by the company. On the same day 
the £15,900 which had been borrowed, was repaid, 
and the shares in the subsidiary were sold for their 
nominal value, namely, £1,000. This was the only 
transaction in shares by the company,in 1953-54, 
but in the following year it was admittedly carrying 
on a trade of share-dealing. 

The company claimed to be entitled to set the loss 
of £15,900 against the net dividend of £15,901 19532 
it received on January 26th, 1954. The Special 
Commissioners decided that the company was 
not carrying on a trade of share-dealing in 1953—54, 
and they restricted the amount of the loss claim to 
£3,314, which was agreed as being the correct figure 
1n relation to the company's loss as a merchant. 


Held (affirming the decision of the Court of Appeal) 
(Lord Reid and Lord Denning dissenting): the 
company was carrying on a trade in 1953-54, and 
the loss of £15,900 could be set against the dividend 
received in that year. 
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THE INSTITUTE OF CHARTERED 
7? ACCOUNTANTS IN ENGLAND AND WALES 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 
hearings held on February 22nd, 1962. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Peter 
James Neal Biggs, F.c.A., had been guilty of acts or 
defaults discreditable to a member of the Institute 
within the meaning of sub-clause (3) of Clause 21 of 
the supplemental Royal Charter in that (a) he failed 
within a reasonable time or at all to answer or take any 
action in response to requests in relation to the accounts 
of three limited companies of which he was auditor 
made to him by the accountants for the owners of those 
companies; (5) he failed to reply to or take any action 
in response to three letters addressed to him by an 
Under-Secretary of the Institute, so as to render 
himself liable to exclusion or suspension from member- 
ship of the Institute. Тће Committee found that the 
formal complaint against Peter James Neal Biggs, 
Е.С.А., had been proved and the Committee ordered 
that Peter James Neal Biggs, Е.С.А., of ‘Falconia’, 
Landkey Road, Barnstaple, Devon, be excluded from 
membership of the Institute. 


А formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Peter 
Henry Hodgson, А.С.А., was at the General Session 
held in the Old Bailey on June 2oth, 1961, convicted 
on indictment for that he made an indecent assault, 
so as to render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 
found that the formal complaint against Peter Henry 
Hodgson, A.C.A., had been proved and the Committee 
ordered that Peter Henry Hodgson, А.С.А., of 106 
The Avenue, Ealing, London W13, be suspended from 
membership of the Institute for a period of two 
years. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Reginald 
William Allott, F.c.a., had been guilty of acts or 
defaults discreditable to a member of the Institute 
within the meaning of sub-clause (3) of Clause 21 of 
the supplemental Royal Charter in that he signed the 
Accountant’s Certificates required by Section 30 of 
the Solicitors Act, 1957, relating to the practice of two 
solicitors in practice together for two accounting 
periods which he knew or which he ought to have 
known were not correct, so as to render himself liable 
to exclusion or suspension from membership of the 


Institute. The Committee found that the formal 
complaint against Reginald William Allott, Е.С.А., 
had been proved and the Committee ordered that 
Reginald William Allott, F.c.a., of 1 South Terrace, 
Moorgate Street, Rotherham, Yorkshire, be repri- 
manded. 


New Legislation 


The date given indicates when an Act received the Royal 
Assent or when a Statutory Instrument becomes effective. 


STATUTES 
(5 & 6 Eliz. 2) 
Chapter 20: House of Commons Disqualification 
Act, 1957 


[Reprinted pursuant to section 5 of the Act with 
amendments to the First and Third Schedules in force on 
January Ist, 1962.] 

An Act to make provision for disqualifying the holders 
of specified offices for membership of the House of 
Commons, and to repeal the enactments providing for 
the disqualification of the holders of offices or places of 
profit under the Crown and other offices, of persons 
having pensions from the Crown and of persons 
contracting with the Crown for or on account of the 
public service, and certain enactments disqualifying 
members of that House for holding other offices; to 
make corresponding provision in respect of the Senate 
and House of Commons of Northern Ireland; and for 

purposes connected with the matters aforesaid. 


Price 2s 6d net. April r7th, 1957. 


(10 & 11 Eliz. 2) 

Chapter 7: Consolidated Fund Act, 1962 
An Act to apply a sum out of the Consolidated Fund 
to the service of the year ending on the thirty-first day 
of March, one thousand nine hundred and sixty-two. 
Price 3d net. February 21st, 1962. 


STATUTORY INSTRUMENTS 


The Rate-accounts Regulations, 1962 
(S.I. 1962 No. 8) 


These Regulations (which replace existing ones) pre- 
scribe the records which are to be kept in respect of 
rates by the councils of county boroughs, metropolitan 
boroughs and county districts and the Council of the 
Isles of Scilly. 


Price 4d net. April 1st, 1962. 
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. Range of Office Photocopiers 


N American company, Apeco, already known by 

name and reputation to a good many people in 
Britain, has recently set up a subsidiary in London 
for the sale of a range of photocopying machines and a 
binding system. The present series includes photo- 
copiers for single sheet and book work. Other equip- 
ment will become available later on. 

Lowest priced photocopier is the rotary Century at 
£49, which will eventually be obtainable from selected 
dealers as well as the manufacturers. 'T'his is a general 
purpose model for copying any standard type of office 
document. Most sophisticated is the Uni-Matic which 
copies in a single step. The original only is inserted 
into the machine and a copy is delivered automatically. 
Uni-Matic has push-button controls and a colour-code 
dial which acts as a guide to the operator in setting 
correct exposure time according to the tone value of 
the original. Price of this machine is £152. 





Apeco Uni-Matic Copymaker 

Other models include a portable exposure unit for 
book copying and a rotary exposure-development unit 
with a 14-inch feed. These sell at £35 and £89 res- 
pectively. 

The ComBind, a hand-operated unit, incorporates a 
multi-hole punch and a device for inserting plastic 
binding into items like catalogues and reports. Small 
enough to go easily on a desk top, it costs £89. 

Apeco Ltd, Wingate House, 93 Shaftesbury Avenue, 
London Мі. 


Translucent Wages Bags 


OTES and coins placed in the new Checkmaster 

wages bags can be counted without breaking the 
seal. The bags are completely translucent on one side 
and are made with a shaped flap which allows the corners 
of notes to protrude for counting purposes. 

Made of white kraft paper and Glassine, the bags, in 
4% in. by 31 in. size, are large enough for 25 notes. The 
latex-gummed flaps are immediately and firmly sealed 
by finger pressure. 

Supplies are available through local printers and 
stationers, but the makers will send samples. 

John Dickinson & Co Ltd, Packing Supplies Dept, 
Apsley Mills, Hemel Hempstead, Herts. 


Time-saving Tax Forms 
MINIMUM amount of work is required in 
making out the necessary final returns for the 
Inland Revenue and Ministry of Pensions using a new 
form set produced by Moore's Modern Methods. The 
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forms, which are printed on No Carbon Required 
paper, are equally suitable for use in mechanized or 
handwritten wages systems. 

A three-part set of forms is made up as follows: 
P.9.(S) and P.11.(S) for Inland Revenue (top copy); 
the same forms for the Ministry of Pensions (second 
сору); Employee’s Certificate (P.60) (third copy). These 
are used in conjunction with the Annual Declaration and 
Summary (P.35). 

One set of forms is headed up for each employee and 
is aligned with the Form P.35. Entries are then made 
of the year's totals for pay, tax deductions, graduated 
pension contributions and superannuation — if any. By 
using an extra P.35 the employer can retain a copy for 
himself. š 

Moore's Modern Methods Ltd, 19-21 Farringdon 
Street, London ЕСА. 


Dictation through Intercom 


UTOMATIC dictation facilities are now available 

to users of the Centrum Futura intercom system. 
This permits the same instrument to be used for 
dictation as for ordinary speech and can be used with a 
variety of dictating machines. 

The Futura system operates through an automatic 
exchange, but dispenses with conventional telephones. ` 
These are replaced by small loudspeaking instruments 
which allow two-way speech without manual switching. 
Connections are made by push-button. 

То connect with a dictating machine and to control 
all its functions, the executive uses a special set of 
buttons. Since he need press these only when actually 
switching from one function to another, he is free to 
move about the room while he speaks. Voice reproduc- 
tion, even at thirty feet or so away from the instrument, 
is said to be of very high quality. 

If a personal or paging call comes through during | 
dictation, the instrument switches itself over to normal 
operation. On completion of the call, it automatically 





Centrum Futura Intercom 
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reverts to dictation, playing back the last few words as 
a reminder. Similarly, the executive can interrupt his 
own dictation by making an outgoing call. |- 

Centrum Electronics, Terminal House, Grosvenor 
Gardens, London SW1. 


High-speed Coin Handling 
RITISH silver coins are sorted, counted and 
batched by M.1000-APTEC, a machine linked to 
an electronic unit. Both parts are small enough to 
stand side by side on a table. š 

The machine's hopper is loaded with mixed coins. 
The counter, by illuminated indicator dots on its dials, 
indicates the running total (in sterling) of each type of 
coin and the total value of all. T'he machine stops 
itself when any one batch reaches a predetermined 
total. Results could, if desired, be printed out on a 
typewriter or punched into cards. 

M.1000-APTEC is the result of collaboration 
between A.P.T. Electronic Industries of Byfleet and 
I.C.C. Ltd International Coin Counting Machine Co 
Ltd, 248-250 Tottenham Court Road, London Wt. 


Low Priced Add-listers 


MPROVED production techniques led to the 

reduction of prices on six existing Addo add-listing 

machines earlier this year. Now the company has 

announced two new models, the electric 148E at only 

#62 and its hand-operated companion, Model 148, at 

, £42. Each has a totalling capacity of one penny less 
_ than Дт million. 

Features common to both models include: simplified 
keyboard; keys for whole numbers, non-add, repeat 
and correction; zero cut-out; and sub-total. A key 
interlock device on the electric version prevents 
double keying and therefore permits fast, accurate 
operation by touch. 

Both add-listers could easily and cheaply be con- 
verted to decimal working. Е 

Addo Ltd, 47-51 Worship Street, London ЕС2. 


Portable Card Punch 


Do can be punched direct into IBM eighty- 
column cards by salesmen, meter readers, inventory 
recorder or on the factory floor— to quote a few 
examples - by the Port-A-Punch just introduced to 
this country by IBM. 

"This. pocket-size device comprises a punch board, 
the size of an IBM card, covered by a plastic template 
with guide holes over the punching position in the 
forty even-numbered columns. A special type of card, 
pre-scored in these columns, is put under the template 
and a pencil-shaped punching instrument is used to 
press out the pre-scored holes. An auxiliary card holder 
for attachment to the back of the punch holds up to 
fifty cards. Price £3 45. 

IBM United Kingdom Ltd, ror Wigmore Street, 
London Wr. 
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Flexibly Indexed File System 
A HARD-WEARING and versatile indexing system 
is the special feature of Flexatab filing, which was 
introduced to the public for the first time at the recent 
Leeds B.E.E. Employing removable suspended folders 
for use in drawers, the system provides for siting index 





Roneo Flexatab Filing 


tabs in up to sixteen positions on foolscap folders, 
thirteen on quarto. 

The tabs are made of robust transparent plastic and 
cannot be displaced by an accidental knock, the makers 
say. Title inserts, which are available in white and four 
different colours, leave space for three lines of typing. 

There are two types of folder: one which is scored 
for expansion, the other with a one-inch gusset to 
allow for bulky contents. Each is slitted so that a metal 
fastener can be put in to hold papers in place. 

Roneo Ltd, 17 Southampton Row, London МС. 


Fire Protection for Files 


N ingenious and relatively inexpensive method of 

protecting filing cabinets against fire is afforded by 
the Duo-File cabinet. This is an insulated cupboard 
which accommodates any standard four-drawer filing 
cabinet and also has provision for shelves, so that it 
can be used alone. 

Тће Duo-File has a double steel skin packed with 
fire-resistant material and is claimed to withstand 
temperatures up to 2soo°F. The door surrounds 
(it can be supplied with one or two doors) have double 
right-angle returns, thus giving a completely enclosed 
interior. 'T'he base is reinforced by heavy steel framing 
to give extra rigidity. 

'This cabinet has a number of practical advantages. 
Since any filing cabinet can be placed in it, the contents 
can be changed at any time, simply by removing the 
filing cabinet and no drawers need be emptied. Heavy 
interior locking bars afford a safeguard against tamper- 
ing. Its weight of 3 cwt. is much less than that of most 
fire-protection equipment – ап important point in 
many office buildings. 

External dimensions: 27 in. deep by 22 in. wide by 
57 in. high. 

Price £60, plus 5 per cent purchase tax. 

Agdon Steel Equipment Ltd, 329 Gray's Inn Road, 
London WCr. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs BABER, OWEN & Co, Chartered Accountants: 
of Bristol, announce that Mr R. L. OWEN, F.C.A., their 
senior partner, is retiring from the partnership at 
March 31st, 1962. He will continue as a consultant 
to the firm at 18 Baldwin Street, Bristol 1. 


Messrs BAKER, SUTTON & Co, Chartered Accountants, 
of Eldon Street House, Eldon Street, London EC2, 
announce the retirement of their senior partner, 
Mr A. J. M. ROBERTS, F.C.A., as from March 31st, 1962. 
Mr Roserts will continue to be available in a consulta- 
tive capacity for the time being. Mr К. A. BAILEY, 
А.С.А., a senior member of their staff for some years, 
has been admitted as a partner as from April rst, 1962. 


Messrs BLAND, FIELDEN & Co, Chartered Account- 
ants, of rr Sir Isaacs’ Walk, Colchester, announce 
that Mr C. S. RonBiNs, Е.С.А., Mr C. A. GODDARD, 
F.C.A., and Mr MARK FIELDEN, B.A., А.С.А., have been 
taken into partnership. The name of the firm will 
remain unchanged. They also announce that their 
London practice has been merged with that of MEssRs 
Birp & PARTNERS, under the name of Brrp, BLAND & 
Co, at 4 Broad St Place, London EC2. Telephone: 
London Wall 2122. 


Mzssns W. L. GALLANT & Co, Chartered Account- 
ants, of Leeds, and Messrs Watson & MCLAREN, 
Chartered Accountants, of Leeds, announce that they 
have agreed to amalgamate their practices with effect 
from April 6th, 1962, under the firm name of W. L. 
GALLANT, McLaren & Co. Мг Е. B. WATSON, M.A., 
F.C.A., having retired, the partners in the new firm will 
be W. L. GALLANT, F.c.A., А. D. MCLAREN, M.B.E., 
T.D., F.C.A., R. OLDROYD, F.C.A., and R. HARRISON, A.C.A. 
The address of the new firm will be 24 Lower Basinghall 
Street, Leeds 1. 


Messrs Rosson, Morrow & Co announce that, 
as from April 2nd, 1962, they will have moved their 
offices from 59 New Cavendish Street, Wr, and their 
new address will be 4 Copthall Avenue, London ЕС2. 
“Telephone: National 8971/8. 


Messrs Гномзом McLinrock & Co, Chartered 
Accountants, of 57 King Street, Manchester 2, 
announce that as from April 2nd, 1962, their address 
will be 12 Booth Street, Manchester 2. Telephone: 
Central 1142. 


Messrs W. RowLAND WALLER & Co, Chartered 
Accountants, announce that Mr W. A. WALLER, B.COM., 
Е.С.А., and Mr F. A. WALLER, A.C.A., will retire from 
the firm on April rst, 1962. Тће practice formerly 
carried on by the firm at Southend-on-Sea has been 
acquired by the retiring partners who will, in future, 
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practise as WALLER & Co. This new firm will be amal- 
gamated with the practice already carried on by the 
retiring partners as VERNON BAXTER & Co. 

Messrs WHITFIELD & Co, Chartered Accountants, 
of Leeds and Bradford, announce that as from March 
3186, 1962, their address will be .Leefield House, 
116 Cardigan Road, Leeds 6. 

Messrs WILKINS, Hassett & Co and Messrs 
KENNEDY, Fox, OLDFIELD & Co, Chartered Account- 
ants, announce that as from April rst, 1962, their 
practices are to be amalgamated. 'The combined firm 
wil be carried on under the name of WILKINS, 
KENNEDY & Co at 8 Queen Street, London ЕСА, 
10 Warrior Square, Southend-on-Sea and Risborough 
House, Sycamore Road, Amersham. The London 
partners will be Messrs ERIC F. WILKINS, F.C.A., R. G. 
MAIN, F.C.A., Н. E. HASSELL, F.c.a., N. С. REEVES, 
Е.С.А., А. W. GARNIER, F.C.A., and N. J. MILLARD, F.C.A., 
together with Mr B. CHANCE, F.C.A., who has been а 
member of the staff of Messrs KENNEDY, Fox, 
OLDFIELD & Co for a number of years and has been 
admitted to partnership as from April 1st, 1962. Тће 
partners of the Southend-on-Sea firm will be Mr M. A. 
WREN, А.С.А., and the London partners, and the 
partners of the Amersham firm will be Messrs D. G. 
WILKINS, A.C.A., H. W. S. WESTERMANN, F.C.A., and 
the London partners. 

Messrs Јонм M. WINTER & Sons, Chartered Ac- 
countants, of Berkeley Square House, Berkeley Square, 
London МІ, announce that Mr DoucGLas WINTER, 
F.C.A., retires from the firm on March 31st, 1962, but 
will continue to be available in a consultative capacity. 


Appointments 
Mr Peter W. Barrows, А.С.А., has been appointed a 
director of Birmingham & Midland Counties Trust 
Ltd. 

Mr W. R. Dean, A.C.A., has been appointed secretary 
of Smethwick Drop Forgings Ltd. 

Sir Archibald Forbes, G.B.E., C.A., has been appointed 
adeputy chairman of the board of directors of Midland 
Bank Ltd and of Midland Bank Executor & Trustee 
Co Ltd. 

Mr L. A. H. Sarl, r.c.4., and Mr R. С. Wickenden, 
А.С.А., have been appointed divisional directors of 
Carreras Ltd. 

Mr E. Sinnott, F.1.M.T.A., F.S.A.A., has been appointed 
deputy chairman of South Eastern Electricity Board. 

Mr D. C. Wasdell, А.С.А., has been taken into 
partnership by Messrs Smith, Keen, Barnett & Son, 
stockbrokers, of Birmingham. 
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Mr Brian J. Whelan, в.сомм., A.C.A., has been 
appointed deputy head of the development unit bf the 
Irish Management Institute. 


THE ‘RED BOOK’ 
The 1962 edition of the List of Members (the ‘Red 
Book’) of The Institute of Chartered Accountants in 
England and Wales is now published and distribution 
is nearing completion. The ‘Red Book’ records = total 
membership of the Institute of 35,229 comparec with 
the previous year’s figure of 33,867. The follewing 
table shows the number in each class of membership: 
Members in practice within the te Metropolis 








Fellow . 2,623 
Associate .. 637 
Incorporated accountant member 
F.S.A.A. š Ps 5 
Incorporated accountant member 
А.5.А.А. vi s 55 A 5 | 
— 3,270 
Members in practice in the United Kingdom 
but not within the ê Metropolss 
Fellow 3 5,719 
Associate .. 1,459 
cord accountant member 
F.S.A s 23 
саа accountant member 
А.Ѕ.А.А. vs s ES bs 6 
— 74297 
Members residing in but not practising in the 
United Rion 
Fellow 9,971 
Associate , 9,670 
Incorporated accountant member 
F.S.A.A. š .. 814 
Incorporated accountant member 
А.5.А.А. E 209 
22,664 
Members not pode in the United Kingdom 
Fellow  .. E 1,785 
Associate .. 1,403 
Incorporated accountant member 
Е.Ѕ.А.А : 575 
Incorporated accountant "member 
А.5.А.А. is ae os .. 325 
— 4,088 
Total 33,229 








The changes made in last year's edition in order to- 


conserve space -— such as the omission of dates of 
election to fellowship — are now a constituent part 
of the year book, as is the breakdown of the Lomdon 
membership into various districts. Other information 
includes the names of Past-Presidents and Vice- 
Presidents; membership of the Council and its com- 
mittees, and details of the district societies and 
students’ societies. Details are also given of the objects 
and work of the Chartered Accountants! Benevclent 
Association, with which —subject to approval by the 
Court —the Benevolent Fund of The Society of 
Incorporated Accountants is to be,integrated. 
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TAX RESERVE CERTIFICATES 


It is announced by the Treasury that Тах Reserve 
Certificates of the ninth series issued from March 24th, 
1962, until further notice, under the terms of the 
prospectus dated March 213%, 1961, will bear interest 
at the rate of 3 per cent per annum. 

"The rate of interest on certificates of the ninth series 
subscribed before March 24th, 1962, will remain 
unchanged. 

The interest on 'T'ax Reserve Certificates is free of 
tax. Grossed up at 7s 9d, the new rate of interest 
represents an equivalent yield of £4 17s 11d per cent 
per annum. 


IN PARLIAMENT 
General Commissioners of Income Tax 


Mr Hate asked the Attorney-General what is the 
procedure for the appointment of Commissioners of 
Income 'lax; and what precautions are taken to 
ensure that the Commissioners are representative of 
all classes o£ the community. 

‘THE ATTORNEY-GENERAL: I assume that the ques- 
tion refers to the appointment of General Commis- 
sioners of Income 'Гах. Since January 15%, 1960, the 
authority to appoint General Commissioners of Income 
Tax has been vested in my noble friend the Lord 
Chancellor, though in a few Divisions appointments 
may also be made by the magistrates for the area. 
To assist him in discharging this duty my noble 
friend has set up Advisory Committees throughout 
the country, similar to those which advise him on the 
selection of candidates for appointment as Justices of 
the Peace. When appointing General Commissioners, 
my noble friend’s primary concern is to find persons 
of integrity, discretion and impartiality. who also have 
some experience of the manner in which the income 
tax operates and the way in which it can affect the 
taxpayer. Subject to these overriding considerations, 
he bears in mind the desirability of including among 
the General Commissioners persons from different 
sections of the taxpaying community. 

Hansard, Mar. 22nd, 1962. Written Answers. Col. бт. 


SOUTH WEST LONDON DISCUSSION GROUP 


The next meeting of the South West London Chartered 
Accountants’ Discussion Group will be held at the 
Kingston Hotel, Wood Street, Kingston upon Thames, 
on Monday next at 6.45 for 7 p.m., when the subject 
for discussion will be “The Common Market’, Mr 
Rudolf Nieuwenhuis will open the discussion. 


THE ACCOUNTANTS’ CHRISTIAN FELLOWSHIP 


The monthly meeting for Bible reading and prayer will 
be held at 1 p.m. on Monday, April 2nd, 1962, in the 
vestry at St Mary Woolnoth Church, King William 
Street, EC3. The Scripture for reading and thought 
will be Romans, Chapter 8, verses 1 to 9 (The enabling 
of the Spirit). . 


MOTOR — FIRE —— CONSEQUENTIAL LOSS 
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CHESTER AND NORTH WALES 
CHARTERED ACCOUNTANTS 

At the annual meeting of the Chester and North Wales 
Branch of the Liverpool Society of Chartered Ac- 
countants, held on March 16th, the following officers 
for the year 1962-63 were elected: 

Chairman: Mr E. Catherall, F.C.A: 

Vice-Chairman: Mr C. W. Robinson, F.C.A. 

Hon. Secretary: Mr P. G. Lane, ғ. C.A., 20 Nicholas Street, 

Chester. 

Hon. Treasurer: Mr J. G. Raymond, r.c.A. 

Hon. Auditor: Mr Frank Hack, F.c.a. 

Messrs G. В. Hargreaves, F.c.a., and J. G. Raymond, 
F.C.A., were re-elected to serve on the Committee and 
Mr J. В. Townley, F.C.A., was elected to the Cornmittee. 


THE INSTITUTE OF INTERNAL AUDITORS ` 
London Chapter | 
'The next meeting of the London Chapter of the Insti- 
tute of Internal Auditors will be held on Wednesday 
next, April 4th, at the Kingsley Hotel, Bloomsbury 
Way, London WCt, at 6 p.m. The speaker will be 
Mr G. H. Day, of Heal & Son Ltd, and his subject 
will be ‘Credit control’. 2 


PRODUCING FOR EUROPEAN MARKETS . 
An interesting booklet entitled Producing for European 


Markets published recently by the British Produc- 
tivity Council comprises the text of papers given at the - 


joint B.P.C. and Export Council for Europe Conference 
at the 1961 Factory Equipment Exhibition, held in 
London last November. Contents include addresses on 
*Europe's consumer goods requirements', *Facing up 
to the challenge’, and ‘Europe’s capital goods require- 
ments’. 

Copies of the booklet are obtainable from the British 
Productivity Council, Vintry House, Queen Street 
‘Place, London EC4, price 25 6d. 


ACCOUNTANTS’ WEEK-END SCHOOL 
The third residential week-end school of the British 
Association of Accountants and Auditórs wili be held 
at New College, Oxford, from July 20% to 22nd. Three 
papers are to be presented as follows: 


"The Finance Act, 1962’, by Mr J. M. Cooper, л.А.С.С.А., | 


А.С.1.5., Assistant Editor of Taxation. 


“The law of master and servant’, by Mr F. H. J. Wileman, 


LL.B., F.C.C.S., Secretary of the Corporation of Secre- 
taries. 

*Accounting as an aid to management', by Mr F. A. J. 
Couldery, F.C.A. 


In addition there will be a taxation brains trust with 
Mr 8. H. Reilly, A.C.A., as question master. 
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LOCAL GOVERNMENT SERVICES 


The tenth annual return of education statistics con- 
taining information relating to all local education 
authorities in England and Wales for the year ended .; 
March 31st, 1961, was issued recently by The Institute У 
of Municipal Treasurers and Accountants in con- 
junction with the Society of County Treasurers}. 

Total expenditure chargeable to rates and grants 


tose by £54,863,214 to £706,328,302 or an increase of 


£1,087 to £15,440 per 1,000 population. Primary 
education including nursery cost £216,139,859, secon- 
dary education 256,940,300 and further education 
£86,629,036. The average number of pupils on school 
registers totalled 6,984,433. 


PRODUCT COSTING 
AND BUDGETARY CONTROL 


Budgetary control can be applied effectively and 
economically in furniture firms. This is the theme of 
the second Furniture Development Council Costing 
Course to be held at the Charing Cross Hotel, London, 
on April roth and тић. 

Speakers will deal with the benefits gained by 
management from.the use of the Council's costing 
principles and budgetary control, the accounting work 
necessary will be explained, and two leading furniture 
manufacturers will lead discussions on their experience. : 
of budgetary control and standard costing. 

'The speakers taking part will include Mr Martin. 
Callender, B.COM., F.C.W.A., managing director of 
Martin Callender & Co, Management Consultants; 
Mr A. В. Swannack, A.C.W.A., of Associated Industrial 
Consultants; Mr F. M. Dwiggins, of Arthur. Andersen 
& Co, and two leading furniture manufacturers. 

The course will last from 9.30 a.m. to 5 p.m. on 
both days and will cost eight guineas, including lunch 
and light refreshments. Applications should be Wl 
addressed to 'The Furniture Development Council, 
тт Adelphi Terrace, Robert Street, London М/С2. 


ECONOMIC CONDITIONS 
IN AUSTRIA 


‘A further booklet in the 1962 series dealing -with 


economic conditions in member and associated 
countries of the Organization for Economic Со- 
operation and Development has recently been issued 
cóvering Austria. Copies of the booklet are obtainable 
from H.M. Stationery Office, price 35. 


1 Education Statistics, 1960—61, price 6s post free. The Insti- | 
tute of Municipal Treasurers and Accountants, 1 Bucking- 
ham FN London SWr. 








ROYAL EXCHANGE 


ÍNCORPORATED A.D. 1720 


ASSURANCE. 





 HHÜKçIŠKIçIƏ€ç£QIxWÇçŠVéÓIIIII£SI⁄ÁN@O£IçIIIITP | 


Accountants аге 
invited to apply for the 
Corporation's Agency. 


Hran Orrice: ROYAL EXCHANGE, Lonpon, Branches throughout the Country. 








AAA VN 





The Recognized 

Weekly Organ for 
Chartered Accountants 
and Accountancy 
throughout the World 


CONTENTS 
Page 
Economic Survey 401 
Taxing Capital Gains 403 
Training for the Profession — 
Fact and Fantasy 
by R. 7. Carter, B.Com., 
F.C.A. 404 


Directors! Reports — their 
Form and Content 


Бу В. S. Waldron, F.C.A. доў 
The Accounting World 410 


Weekly Notes 


'The Budget on Television — 
Almost Balanced — The Fiscal 

- Year 1961-62 — Movements 
of Private Capital — Britain 
into Europe? — New Style 
PiiD Form- Two Farms, 
One Trade- A Tax Forum? 
~ Not Really Private — Irish 
Export Expansion 412 


This is My Life... 
by Ап Industrious Accountant. 415 


Finance and Commerce ` 


Ilford Ltd:— Stock Exchange 
Statistics — City Notes — Rates 
and Prices 416 


The Institute of Chartered 
Accountants of Scotland 


Annual General Meeting 420 


East Anglian Society of Char- 
tered Accountants 


Dinner in Colchester 422 


Taxation Case 
Lazard Investment Co Ltd v. 
Rae 422 


The Association of Certified 
and Corporate Accountants 


Extracts from the Report of 


the Council for 1961 423 

Week-end School in Cam- 

bridge : 425 
Notes and Notices 426 


THE < 


ACCOUNTANT 


ESTABLISHED 1874 
VOL. CXLVI. NO. 4555 


> 


APRIL 7TH, 1962 


Economic Survey 


HE 'new look', which was first introduced into the annual 

Economic Survey in 1960, has now become firmly established. 

It makes for easier reading and a better appreciation of the 
main economic issues facing the nation. Part г. of this year's 
Survey’, published on Wednesday, summarizes the economic 
happenings of 1961, outlines the prospects for 1962 and discusses 
certain aspects of current economic policy. Part 2 fills in the 
details of the outline history sketched in the first part and provides 
the relevant statistical evidence. 

During 1961 there were two distinct phases in the development 
of the domestic economy. In the spring and early summer demand 
and output grew fairly rapidly. Most sectors shared in this in- 
creased demand. Fixed investment and Government expenditure 
continued their upward trend, the pace of personal consumption 
quickened somewhat and exports rose during the first quarter. 
These -ncreases in demand led, naturally enough, to a rise in 
production. 'The Budget provided for a large surplus on revenue 
account but was not otherwise intended to have any pronounced 
effect, either in stimulating demand or restraining it. Pressure on 
sterling developed after the revaluation of the German and Dutch 
currencies; exports ceased to rise, and the pressure of home 
demanéc on resources grew with the consequent increase in costs 
and prices. Had it not been for the Basle arrangements by which 
European banks agreed to hold sterling, the outflow of funds 
would Гауе been even more serious. As it was, the reserves fell by 
£265 million. | | 

Measures to strengthen the United Kingdom economy, to 
restore zonfidence in sterling, and to improve the balance of pay- 
ments were announced in the so-called ‘Little Budget’ of July 25th. 
Some cf these measures were immediately operative. Bank rate 
was raised from 5 per cent to 7 per cent, a large drawing was 
made from the International Monetary Fund, and the wage and 
salary ‘pause’ was instituted. | 

In tke months following these special measures the pressure 
of demznd on resources eased considerably. Personal consumption 


· fell, fixed investment reached a peak in the third quarter and 


thereafter fell. Public expenditure continued to rise, however, 
and ехрогіѕ continued roughly unchanged. The index of produc- 
tion cezsed to rise after the middle of the year and was actually 
falling m the closing months. Confidence in sterling was however 
regained, the balance of payments situation improved considerably, 
some of the debt to the I.M.F. was repaid and before the end of 


1 Economsc Survey 1962. (Cmnd. 1678.) H.M.S.O. Price 3s 6d. 
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the year, some reduction in Bank rate occurred. 
Although retail prices continued to rise during the 
year, costs in manufacturing industry were not 
rising nearly so fast as in the early part of the 
year. . : 

During the year as a whole industrial produc- 
tion rose by a little over r per cent and averaged 
114 (1958 =100). The gross national product in 
1961 is estimated at a little short of £23,500 
million compared with just over £22,100 million 
in 1960. Of this rise of 6 per cent, only 14 per 
cent is a real increase, the remainder is due to 


a rise in prices. Total investment in.1961 was · 


substantially higher than in 1960 and was equal 
in value to 19 per cent of the gross national 
product, possibly the highest rate achieved since 
the end of the war. Both public and private 
investment rose during the year; the rise in 
investment in manufacturing industry was parti- 
cularly rapid, being no less than 20 per cent 
higher than in 1960. 

Exports in 1961 were at a record level and 
were 31 per cent higher in money terms than 
in 1960. Sales to Western Europe increased 
steadily but those to North America were 
lower. Imports declined during the year and 
were £143 million, or 3 per cent lower, than in 
1960. The deficit on balance of payments de- 
clined from the amended figure of £288 million 
for 1960 to an estimated deficit of £70 million 
in 1961. Invisible earnings declined to the lowest 
figure yet recorded — £65. million. The fall in 
invisible earnings compared with 1960 is due 
in the main to an increase in Government 
expenditure overseas. 

Income from employment was more than 


£1,000 million higher than in 1960 — an increase: 


of about 7 per cent; gross trading profits of 
companies fell from around £3,600 million to 
£3,400 million. Not all the increase in personal 
incomes was spent, private savings rose from 
£1,600 million to nearly £2,100 million. The 
number of persons in employment rose by 
184,000 in the year; even so, there were wide- 
spread shortages of skilled labour throughout 
the year. There is some evidence that output 
per head at the end of 1961 was no higher than 
at the beginning of 1961. Cuts in the working 
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week appear to have had a depressing effect on 
output. 

The Survey suggests that world trading con- 

ditions in 1962 are favourable to exporters in 
the United Kingdom and an increase in the level 
of exports is expected over the next few months. 
Production should also begin to rise again 
before long. Some of the spare capacity which 
now exists in industry should be absorbed and 
the pressure of demand on resources will be © 
higher than at present. As regards imports, the 
Survey says: “A further improvement in the 
balance of payments оп current account seems 
likely in 1962. Imports will build up again as 
output and stock-building rise but experience 
suggests that this may not start for some time.’ 
. 'The Government reaffirms its intention to keep 
increases in incomes within the increases in 
output; only in this way, it is stated, can ex- 
porters take full advantage of the opportunities 
before them. In this connection the Survey has 
this to say: “If this policy is applied and the rate - 
of increase of money incomes in 1962 is kept 
within reasonable limits, our competitive strength 
wil increase; and the nation as a whole will 
benefit from a more stable cost of living.’ : 

The importance of the National Economic 
Development Council is stressed and some of 
the tasks it can perform in the national interest are 
defined as follows: | 


(а) to examine the economic performance of 
the,nation with particular concern for plans 
for the future in both the private and the 
public sectors of industry; 


(6) to consider together what are the obstacles 
to quicker growth, what can be done to 
improve efficiency, and whether the best 
use is being made of our resources; 


(c) to seek agreement upon ways of improving 
economic performance, competitive power 
and efficiency, in other words to increase 
the rate of sound growth.' 


These aims, state the Survey, provide the only 
sound basis for sustaining economic growth. It is 
only to be hoped, therefore, that they will be 
realized. | ; 
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Taxing Capital Gains 


HE CHANCELLOR OF THE EXCHEQU3R left 

no doubt in his last Budget addrezs that 

certain profits at present tax free should 
be brought within the existing system of taxation, 
though he then recognized practical objections 
to a conventional capital gains tax. Later, in his 
‘Little Budget’ statement in July, he served due 
notice in these words: 


"Ihe activities I want to see taxed are of two 
kinds. Тће first kind are those seeking sho-t-term 
profits, which are more in the nature of specula- 
tion than investment; for example, sho-t-term 
transactions in shares and securities, The second 
kind are, in effect, trading activities — often in real 
estate — but cloaked in such a form as to escape 
liability under the present law.’ 


So whatever else the CHANCELLOR has in store 
for us on Monday he seems certain to break new 
ground by introducing some form of tax on 
short-term capital gains. Just what form this tax 
will take, what rate or rates will be imposed, 
whether it will be retrospective in application, 
whether losses will be allowed as a зе!-оћ, what 
exemptions, if any, will be granted and sc forth, 
must remain in doubt for the moment. But there 
is no need for anyone to remain in doulx as to 
the administrative, economic and legal considera- 
tions involved, for all these problems ars fully 
discussed in a masterly and at the sama time 
extremely topical book on the whole field of 
capital gains taxation published this week.! 
Moreover, the author, МЕ А. В. ILERSIC, actually 
goes as far as to foreshadow the lines the tax 
might be expected to take — and its economic 
consequences. 

The author reminds us that there is nothing 
in the Income Tax Acts to prevent capitzl gains 
being taxed as trading profits. Why, them, have 
such ‘profits’ been left untaxed? Part of the 
answer ‘seems to be due to the fact that losses 
would have to be set against ordinary income, 
with dire consequences for tax revenues in the 
event of a depression, as the United States 
Treasury experienced during 1930-32. But the 





1 The Taxation of Capital Gains, эу A. В. Hersic B.COM., 
M.SC.(&cON.), Staples Press, London. 215 net. 


real reason, no doubt, is the lack of comprehensive 
information upon which assessments can be 
raised. It is not enough merely to pounce upon 
those taxpayers who do return sufficient informa- 
tion. That simply. penalizes honesty. Either all 
taxpayers should make a full return and all should 
be charged, or none at all. MR Ivzrsic puts for- 
ward an ingenious scheme for coping with this 
dilemma while, at the same time, meeting the 
CHANCELLOR's avowed intentions. 

The book describes in detail the experience of 
the United States and of Sweden in administering 
their particular forms of tax, comparing them 
with United Kingdom law, both as it is, and 
as it might be under various alternative proposals. 

'The case for taxing capital gains at all really 
rests on two main arguments. First, because the 
gains accrue in the main to a wealthy minority, 
the present unequal distribution of wealth is 
perpetuated. Secondly, a minority of the com- 
munity- which by virtue of their ownership of 
capital already enjoy high incomes, receive 
further tax-free increments in the form of capital 
gains. 

On the other hand, there are some who would 
argue that such a tax would be extremely compli- 
cated to administer, besides being harmful to a 
free enterprise economy dependent upon private 
saving and investment. Nevertheless, there may 
be some lessons to be.drawn from United States 
procedure, since there they have managed to live 
with a capital gains tax for close on half a century. 
So some form of the tax at least is practicable, 
while the economic effects are evidently not so 
harmful as the critics allege. 

It is interesting to note that despite the com- 
prehensive definition of ‘capital assets’ in the 
United States, the main source of capital gains is 
stock exchange transactions, and it has been 
estimated by the United States Treasury that 
about three-quarters of all gains are derived from 
this source. Moreover, if American experience is 
anything to go by, the yield from such a tax is 
likely to be disappointing. Published figures reveal 
that between 1948 and 1958, the United States 
capital gains tax brought in no more than 3 per 
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cent of the total yield of the income tax. In terms 
of the United Kingdom income tax this would 
represent about £50-£80 million per annum. 
As MR Irznsic laconically observes: 


"When putting the case for taxing capital gains 
it is better that it rest on considerations of equity 
rather than on spurious “estimates” of the relief 
the tax may provide the ordinary taxpayer.’ 
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On this issue, revenue needs are subordinate to 
the claims of social justice. 

Armed with the facts and arguments in this 
book, the most the long-suffering taxpayer can 
hope for is to fight а spirited rearguard action 
against the predatory arm of the Inland Revenue; 
for capital gains seem fated to remain in the 
fiscal limelight for many years to come. 





Training for the Profession— 


Fact and Fantasy 


by R. J. CARTER, B.Com., F.C.A. 


Secretary of the Chartered Accountant Students’ Society of London 
and of the Union of Chartered Accountant Students! Societies 


with the future of the profession to give 

much thought to the methods of produc- 
ing the accountant able to fulfil the requirements 
he will have to meet in the conditions of the years 
to come. Naturally, there has been a great deal 
heard in favour of extending the academic ele- 
ment of training. Pressure has come from the 
universities and the technical colleges and 
schools who would like the academic share to be 
increased, and also from. students who think 
they see easier ways of learning their professional 
skill and a relaxation of the heavy burden involved 
in acquiring the necessary knowledge and ex- 
perience within a limited time. 


Г: Parker Report has led those concerned 


Basic Factors 


There is much apparent weight in the arguments 
which have been marshalled on the academic side 
but if useful conclusions are to be attained, it is 
surely necessary to begin with a balanced assess- 
ment of the position as a whole. : | 

The first thing to be determined is the natur 
of the work which the profession will be called 
upon to provide if it is to justify its continued 
existence; then to decide the best methods of 
training the applicant for admission so that he 
conforms to the requirements and can bear 
efficiently his share of the burden of sustaining 
the position and reputation of the Institute in 
the business world. 


The views expressed are the author's personal 


opinions and have no official sigmficance 





The basic fact that is quite clear from any 
review of the conditions under which the profes- 
sion works, is that the only justification for its 
existence is the continued provision of useful 
service to undertakings engaged in business. Any 
inquiry into the facts will also show that the 
majority of accountants spend their working 
lives ministering to the needs of small and 
medium-sized undertakings, either as practi- 
tioners or as industrial accountants. Inevitably 
much more is heard of the work done for the very 
large undertakings, but work of this calibre is 
in the hands of a small minority of the profession 
who have attained to its highest ranks. The 
reputation and the continued existence of the 
profession is firmly based on the services its 
members provide for the ordinary business of 
medium size. 

It seems likely that these conditions will con- 
tinue in the foreseeable future and if all businesses 
became large ones (an unlikely development), 
the profession would dwindle until it consisted 
of a few high-powered members and a larger 
number of semi-seniors. 

In the light of these hard facts what is the 
nature of the services for which the profession 
will be asked? Obviously it is such down-to-earth 
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work as providing accountancy information called 
for by the Companies Act and other legal regula- 
tions, settling figures for taxation and giving such 
guidance and information as can be usefully 
obtained by the intelligent application of facts 
revealed by accounting records – ай this for 
small and medium-sized undertakings. 


Basic Training 


In selecting applicants for admission to the 
profession the essential basic consideration isthere- 
fore that they have attained the necessary tech- 
nical skill which will enable the professional body 
admitting them to assure the business public of 
their ability to perform such accountancy func- 
tions as these. Тће fundamental element in this 
skill is the practical experience —the ‘know-how’ of 
the day-to-day exercise of the craft of account- 
ancy and the contacts with those who will use 
its products. Without it, the job cannot be done; 
the needs of the business man cannot be met. 
Unless the training for admission provides the 
‘know-how’ which can only be attained by prac- 
tical experience, the profession will lose the 
reputation upon which it depends for its exist- 
ence. 

Parallels are often drawn between legal and 
accountancy training. But whereas a man may 
become a very good lawyer after a purely аса- 
demic training without any practical experience 
at all; no amount of theory without practical 
experience will produce an efficient accountant. 
An example of this is seen in the U.S.A.; in that 
country it appears that professional qualifications 
in accountancy are obtained by degree courses at 
universities containing almost no practical ex- 
perience. As a result, when the ‘qualified account- 


ants’ enter the real world of business, the profes- ` 


sional firms to which they go have to put them 
through a course of practical training to fit them 
to perform the actual functions of qualified 
accountants. It is just as impossible to produce 
an accountant by academic training alone (even 
with the use of ‘business games’, imaginary exer- 
cises and visits to business undertakings) as it is 
to learn to be a cyclist by lessons in the back 
garden. The back garden may be a good place to 
learn to balance on a bicycle but the real cyclist 
only emerges after experience in traffic. 

The Institute has always insisted that the prac- 
tical skill needed to provide the accountancy 
services required by the ordinary client must be 
a paramount condition of admission to the pro- 
fessional qualification. The importance of this 
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practical qualification cannot be too heavily 
stressed in face of the proposals, so often made 
recently, that it be depreciated by substituting 
more of the academic training. There can never 
be a conclusion to the argument about how long 
is the period of practical training necessary, 
since practical experience does not come in 
regular doses or in controlled sequence like 
laboratory illustrations. But that does not detract 
in any way from the vital need that the candidate 
acquire the real ‘know-how’ in full measure 
sufficient to enable him to satisfy the needs of 
his clients or employers. 


Technical Schools and Colleges 


The colleges and schools of technology seem to 
have only a minor place in the training for the 
practice of accountancy. They can provide 
efficient tuition for such practical crafts as 
engineering because the conditions of an engin- 
eering shop can be fully duplicated in the school 
workshop. But an 'accountancy workshop' is 
merely a shadow of the real thing for it can only 
provide examples of the materials and equipment 
used but no experience of the important personal 
contacts and relationships which constitute the 
principal practical problems of the professional 
accountant, whether he be in practice or in 
industry. Ап 'accountancy workshop' may be a 
helpful facility for beginners in book-keeping 
but it has the same function in the training of a 
professional accountant as the anatomical speci- 
mens of the medical student. Nobody would 
contend that a medical student who had only 
advanced as far as dissecting specimens and had 
no experience of a real patient, would be qualified 
to call himself a practitioner. In any case, the 
accountancy student meets the real thing during 
his office work so he does not need an artificial 
example. 

What then have the technical colleges and 
schools to offer in the training of ‘practical 
accountants? Their only advantage is oral tuition 
in the theory and background of accountancy to 
replace the present system of correspondence 
courses. It is generally agreed that oral tuition 
usually gives a more complete and individual 
method of tuition than a correspondence course. 
But this advantage is bought at the cost of much 
more time consumed and the extra time would 
have to be found either by extending the period 
of training (quite an unacceptable proposal) or 
by reducing the amount of practical experience 
available to the student. Since practical experi- 
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ence must be the basic element in the training 
of the accountant who is to be qualified to 
meet the needs of his clients or employers, the 
result of any alteration of training methods 


towards more oral tuition must inevitably Бе: 


a lower standard of qualification in the essential 
skill of the candidate for admission to the 
Institute. 

There is the further point, emphasized by the 
Parker Report, that correspondence tuition 
provides the candidate with most valuable 
training in self-organization and self-discipline 
which is lost if he can rely on the goading of 
personal tutors instead of his own initiative 
alone. 

If the policy of the Ministry were to develop 
departments of commerce (including account- 
ancy) as adjuncts to technical colleges whose 
main function is tuition in technological subjects, 
what hope is there of proper tuition for profes- 
sional accountancy students under the conditions 
of a side-line in a technical school? The most 
that the technical schools can do is to provide 
tuition in the technique of book-keeping which 
is the elementary skill the accountancy student 
must acquire before he can start his training in 
real accountancy. Even this should be under the 
close supervision of the Institute through its 
practising members, so that the practical aspect 
of the subject is protected from the degrading. 
influence of merely getting past the examiner. 


The Function of the Universities 


All that has gone before is not to be read as 
inferring that the universities and the more 
academic side of the profession do not have an 
important part to play in the future of account- 


ancy. The universities can make a vital contribu- . 


tion to its progress in two ways where no other 
body is able to help. The first is the application 
of fundamental research to the problems which 
arise in any advancing profession. 'T'he only point 
here to be kept in mind is that after academic 
research comes practical application, just as the 
application of research in a chemical laboratory 
often calls for much adaptation before the 
chemical engineer can organize an industrial 
production process. 

The second contribution which the univer- 
sities can make to the profession is that they can 
train the mind of the student so that he has a 
far more efficient implement in his head when 
he comes to his professional training and is there- 
-fore much better able to get the most out of that 
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training and to become in the end a much better 
accountant. This is a benefit which any good 
university course can confer on its students, 
whatever the subjects studied. But it needs an 
adequate time; the so-called 'academic year' 
sandwiched into accountancy training is not a 
university course in any real sense. It is also 
obvious that the university course should come 
after the student leaves school and before he 
starts his training for practical accountancy. 
With that arrangement he will move smoothly 
from school learning to university mind-training 
and then on to acquire the practica] skill of his 


profession. But it is important that both the 


student and his university teachers realize quite 
clearly that at the end of his academic training 


he still has to learn most of the facts of real life. . 


They are not encountered inside the university’s 
artificial atmosphere of imaginary examples and 
controlled experiment, but only when he is 
exposed to the harsh winds and heavy weather 
of real business life. On leaving the university he 
is far from being a qualified accountant. Account- 
ancy is a craft, not an intellectual exercise. The 
qualified accountant must have acquired practical 
'know-how' which can only be gained in one 
school, the long, hard road of day-to-day practical 
experience. Ап intelligent and trained mind will 
be a priceless help in acquiring the skill and in 


applying it in the profession but it is no sub- . 
_Stitute for the skill itself. 


Justification for the Continuance of the 
Profession 


There will always be a useful place in the develop- 
ment of the profession for those who have the 
gift and the training to apply the scientific mind 
in the calm of the academic atmosphere to the 
fundamental theoretical problems which must 
occur in any field of knowledge. But the only 
real function of the active accountancy profession 
is to provide a service to undertakings engaged in 
the rough and tumble of business life. No airy- 
fairy practitioner or theoretical industrial account- 
ant can meet the hard requirements of these 
conditions. If the profession is to maintain its 
service to the business man, it must therefore 
continue to give the major emphasis in its train- 
ing methods to practical experience, and resist 
the present pressure to substitute academic study. 
If it fails to do this, it will cease to be a useful 
contributor to the needs of the community and, 


wu 


6! 


quite rightly, it will die — with its head in the | 


clouds. 
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Directors’ Reports — 
their Form and Content 


by R. 8. WALDRON, F.C.A. 


VERY year, shareholders in limited com- 
panies incorporated in Great Britain receive 
a document from the company. It ccnsists 
usually of a: booklet containing the following 
specific items: 
(1) notice of the annual general meeting; 
(2) directors’ report; 
(3) balance sheet and profit and loss account; 
(4) auditors' report; and 


(5) chairman's statement (sometimes detached ; | 


sometimes excluded). 

While the form of notice convening the annual 
meeting is incapable of great variation, muzh has 
been written and stated about published accounts 
and auditors' reports, and the form of the chair- 
man's annual statement or review mainly follows 
the taste of the individual concerned. Other 
information is often included in the annual 
report, such as details of directors, secretary 
and other executives, auditors, etc.; and many 
companies of standing give the names anc busi- 
ness of their subsidiaries. (There is a strong case 
for enforcing the publication of such information 
by all companies owning subsidiaries — and even 
to the publishing of details relating to asscciated 
companies too, as has been urged from some 
quarters in evidence to the Jenkins Comraittee, 
though neither the pros nor cons of that -natter 
are relevant to this article.) 

It is, however, noticeable that one item аглопрзЕ 
those listed above has not been dealt wich ex- 
tensively by those who write on accounting 
matters, namely, the directors’ report. No: only, 
indeed, is this neglected as a subject of discussion, 
it is also very often drafted in a manner quite 
contrary to the requirements of law. 


Statutory Requirements 


- Section 157 of the Companies Act, 1948, states: 


«(г) There shall be attached to every balance 
sheet laid before a company in general meeting a 
report by the directors with respect to the state 
of the company’s affairs, the amount, if any. which 
they recommend should be paid by way cf divi- 
dend and the amount, if any, which they propose 
to carry to reserves within the meaning of the 
Eighth Schedule to this Act. 

'(2) The said report shall deal, so far as is 


material for the appreciation of the state of the 

company's affairs by the members and will not in 
` the directors’ opinion be harmful to the business 

of the company or of any of its subsidiaries, with 
any change during” the financial year in the nature 
of the company’s business, or in the company’s 
subsidiaries, or in the classes of business in which 
the company has an interest whether as a member 
of another company or otherwise.’ 

In spite of this reasonably clear direction as to 
the content of a directors’ report, it is true to 
say that while most conform with the require- 
ments relating to dividends and reserves, many 
do not comply with the law in other aspects. 
In the course of a random examination of one 
hundred annual reports of public companies, 
the following classification was made in regard to 
the directors’ reports: 

(i) Number summarizing the profit and 

loss account (or the consolidated profit 

and loss account) zn 25 62 
(ü) Number incorporating some mal 

part of the accounts (as permitted by 


section 163 of the Companies Act) .. 3 
(iii) Number пре (13 with section 

157 . 33 
(iv) Number in hich d was ombi 

with the chairman’s statement 25 І 


If an examination were made of the form and 
content of similar statements relating to private 
companies, there is little doubt that the pre- 
ponderance would be still more in favour of those 
in group (i) above. It seems apparent, therefore, 
that the emergence in recent years of the desire — 
particularly amongst those responsible for design- 
ing accounts of smaller companies — to improve 
the design and presentation of accounts, does 
not appear to have extended to directors' reports 
as well. 


Secretary's Dilemma 


If we turn from directors' reports to chairmen's 
statements, however, we do perhaps find one 
reason why this is so. More and more of such 
statements are being circulated to members with 
the annual accounts. 'T'his is, of course, entirely 
natural and logical, since only a small proportion 
of shareholders do, or are able, to attend annual 
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meetings because of distance, work and other 
valid reasons. In these circumstances, many 
chairmen's statements do a useful job in a con- 
venient way by reviewing the year in retrospect 
and in looking towards the future. 

So far as many public companies are concerned, 
therefore, the result is that matters which fall with- 
in the compass of the directors' report are instead 
dealt with by the chairman in his annual review. 
This, then, is the dilemma of the company 
secretary : in preparing a draft for approval by the 
board, is he to deal faithfully with these matters in 
the directors' report, as in fact required by law, 
and in so doing, perhaps deprive his.chairman of 
much of the material needed for his review; or is 
he to compromise with the requirements of the 
Companies Act and prepare for his board the 
‘usual’ statement? - 

The Stock Exchange Gazette some while ago 
commented on this matter in an article 
praising the report and accounts of S. Smith 
(England) Ltd. ‘This’, it was stated, ‘is indeed 
a directors’ report and not just the recital of facts 
which are merely a repetition of what appears.in 
the profit and loss account and balance sheet.’ 


What, then, is to be done about this state of 
affairs? Must we for ever resign ourselves to a 
report which serves no useful purpose and adds 
nothing to the accounts themselves? It is sug- 
gested that a new approach to this subject may 
be achieved by studying the purpose of the 
directors’ report as laid down in section 157. 
It will be observed that the report is to deal not 
merely with reserves and dividends, but with ‘the 
state of the company’s affairs [and] any change 

. . in the nature of the company’s business, or 
in the company’s subsidiaries, or in the classes 
of business in which the company has an in- 
terest. . . .' Nor is this all. It is also made clear 
that information along these lines is to be given 
so as to enable the members to obtain an 'appre- 
ciation of the state of the company's affairs'. In 
other words the whole exercise 1s to assist in the 
interpretation of the accounts. This is un- 
doubtedly where the majority of deficient 
directors' reports fall down. And, of course, there 
can be no objection in including additional infor- 
mation so long as the statutory requirements are 
met. In fact, in one instance known to the writer, 
the chairman's statement is combined with the 
directors’ report — under the latter title, of course. 

Perhaps it is fair to observe at this point that 
in many cases (especially where private com- 
panies are involved) no changes of the kinds 
referred to in the Act may have occurred, the 
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‘state of affairs’ being fully dealt with by the 
accounts themselves. Is it then to be assumed 
that no report need be issued? The answer to 
this question is surely ‘No’. There is no proviso 
excusing the directors of the obligation to attach 
a report on a company's state of affairs to all 
annual accounts; moreover, it can be said that 
the omission of any comment on whether changes 
have occurred or not, is at least ambiguous. 1t is 
therefore suggested that in the absence of any 
change of a nature defined in section 157 (2), 
the directors! report should contain a definite 
statement to this effect, e.g. 'No changes have 
taken place during the year under review in the 
nature of the company's business (or in its sub- 
sidiaries) or in the classes of business in which 
the company has an interest’, 


Additional Information 


It is obvious that a report on the lines indi- 
cated above need not conflict with nor detract 
from the chairman's statement. Rather, in this 
form, does the report become complementary to 
the accounts themselves, providing essential 
background information for members. 

On the other hand, the chairman's statement 
should be supplementary; giving additional 
details which, while interesting and enlightening, 
are not necessarily essential to an understanding 
of the accounts. ТЕ could, perhaps, be put that 
the directors' report is retrospective in character, 
while ideally the chairman's statement to a 
material degree might be prospective. 

Information additional to that required by the 
Companies Act to be included in a directors' 
report, but which may be found in the reports 
of some of the more progressive companies, 
include the following: 


(1) goods produced; 

(2) orders received; 

(3) changes in capital structure; 

(4) capital expenditure; 

(5) reasons underlying specific reserve appro- 

priations; ` 

(6) changes in and re-election of directors; and 

(7) continuation in office of auditors and re- 
muneration thereof. 


Of the above examples, those mentioned at (6) 
and (7) are, of course, invariably found in 
directors' reports, whereas those at (r) to (5) 
are exceptional. It is to be hoped that before 
long they will not be so rare, and that we may 
even see them becoming accepted and normal 
features of directors' reports. 
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Law Reform 


It is not, of course, possible to anticipate what 
recommendations may be made by the Jenkins 
Committee, but it may safely be assumed that 
the form and content of directors’ reports will 
certainly not be ignored. Meanwhile it is of inter- 


est to-note that the Australian Uniform Comoanies _ 


Bill of 1961 includes the following new provisions 
with regard to directors’ reports: 
(1) reference is to be made to new activities and 
assets; 
2) information is to be given regarding reserves; 
O details are to included of any. options g-anted 
over unissued shares; and 
(4) there is to be attached to the accounts (though 
not necessarily as part of the report), a statutory 
declaration by the company secretary verifying 
to the best of his knowledge and belief the 
correctness of the balance sheet and profit and 
loss account. 


Penalties 


Having examined the legal requiremenis of 
section 157 of the Companies Act, 1948, relating 
to directors! reports, to what penalties may 
directors be liable for non-compliance? The 
penalty provisions are contained in subsection (3) 
which states: ^ — i 
“If any person being a director of a company fails 
to take all reasonable steps to comply with the 
provisions of subsection (1) of this section, he shall, 
in respect of each offence be liable on summary con- 
viction to imprisonment for a term not exceeding 
six months or to a fine not exceeding £200: 
Provided that: 

(a) in any proceedings against a person in respect 
of an offence under the said subsection ^1), it 
shall be a defence to prove that he had reason- 
able ground to believe and did believe that a 
competent and reliable person was charged with 
the duty of seeing that the provisions oZ that 
subsection were complied with and was in a 
position to discharge that duty; and 

(5) a person shall not be liable to'be sentenced to 
imprisonment for such an offence unless, 7n the 
opinion of the Court dealing with the cass, the 
offence was committed wilfully. : 

The reference in proviso (a) to ‘a competent 

_and reliable person’ could reasonably apply to the 
company secretary or accountant or, in cases 
where the task was delegated to him, the auditor, 
though it may be open to doubt whether such ‘a 
person’ would cover a firm of auditors. In any 
event the mitigating factors as regards directors 
are patently liberal; and so far as the writer is 
aware no prosecutions under subsection (3) have 
yet been made. 
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It may finally be observed that although the 
directors’ report is to be attached to every balance 
sheet laid before a company in general meeting, 
section 158, which specifically requires the audi- 


- tors’ report to be circulated to members with the 


accounts, does not require the similar circulation 
of directors’ reports. Moreover, the directors’ 
report is excluded from the description of ‘a 
document annexed or required to be annexed to a 
company’s accounts’ under section 163. On the 
other hand it is to be attached to any accounts 
attached to an annual return under section 127. 


Conclusion 


To sum up, therefore, it appears strangely enough 
that a directors’ report need not be circulated to 
members with the accounts, but only laid before 
the annual general meeting. But since it is an 
almost universal practice to attach the report to 
the accounts despite the lack of legal require- 
ment to do so, and because as has been seen 
earlier in this article, it is a concomitant of the 
accounts, it seems reasonable that in any reform 
of the law, the directors’ report should be included 
among those documents which are required to be 
attached to the accounts for all purposes, 
Another point which would appear to require 
tightening up is the way section 157 (1) is inter- 
preted. At present, some reports reproduce the 
whole of the appropriation portion of the com- 
pany’s profit and loss account (and often, of the 
consolidated profit and loss account despite the 
fact that strictly those are not the figures called 
for — for the Act clearly says ‘the company’s 
affairs’, not the group’s affairs), while others 
merely refer to the figures given elsewhere in the ` 
accounts. Apart from the question as to which 
method may be regarded as ‘correct’, it does seem. 
to be both logical and desirable that, on the one 
hand, comparative figures should be given if 
details of the appropriation are included in the 
report; and on the other hand, that the reference 
should be adequately ‘keyed’ by stating precisely 


where in the accounts the information may be 


found. 

Finally, although the directors’ report is not 
one of the documents upon which the auditors 
are required to report to the members, it is quité 
normal for it to be submitted to them for scrutiny 
and comment; and if it should in due course 
become a document required by law to be 
attached to the accounts, it will automatically 
come under the official scrutiny of the auditors, 
thus necessitating a change in the wording of their 
report. 
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The Accounting Wotld 


TOPICS OF PROFESSIONAL INTEREST FROM OTHER COUNTRIES 


CANADA 


Merger of Accounting Bodies 


I° our issue of February 4th, 1961, we referred to 
а proposal for a merger of The Association of 
Certified Public Accountants of Ontario with The 
Institute of Chartered Accountants of Ontario. 
General agreement had been reached at that time 
between the committees of the two bodies on the 
desirability of the merger. However, following a 
ballot of members the proposal was defeated. 

We now learn that as a result of a new poll recently 
conducted among members of the Institute, the 
required two-thirds majority has been obtained by a 
vote of 2,108 in favour of integration, as opposed to 
424. against the plan. 

As a result of this decision, and providing the 
amendments are enacted at this session of the 
Legislature, members will be asked to pass the neces- 
sary bye-laws at the Institute's annual meeting in May. 

Members were also asked to vote on (and have 
voted in favour of) a request to the Government of 
Ontario to amend the Public Accountancy Act for 
the purposes of: 


(a) excluding from the definition of ‘public account- 
ancy' those activities which can be performed with 
relatively little or no training in public accounting; 
(b) providing for a single qualifying body to be 
created by the union of The Institute of Chartered 
Accountants of Ontario and 'The Certified Public 
Accountants Association of Ontario; and 

(c) providing that the standard for qualification for 
a licence should be the Final examination of the 
Institute, and not merely the Intermediate examina- 
tion as at present. 


If legislative approval is given to the amendments, 
it is understood that the Institute will grant suitable 
partial exemptions from its course of study to an 
applicant who is a member of a recognized, non- 
practising association and who completes the pre- 
Scribed course of instruction and examinations of 
that association, providing the applicant has accept- 
able education, background and obtains experience 
in public practice. 





Capital or Revenue Expense? 


LONG-AWAITED judgment has been given 

by the Supreme Court of Canada in Minister of 
National Revenue v. Haddon Hall Realty Inc (62 
D. T.C. тоот), the appeal dating from November 1959. 
The Supreme Court has reversed the former sur- 
prising decision of the Exchequer Court and has held 
the cost of replacing refrigerators, venetian blinds, 
and stoves, in an apartment house, to be a capital 
expense and so not deductible for tax purposes. | 


The Exchequer Court judgment, which itself 
reversed that of the Tax Appeal Board, caused a 
flood of appeals to the Board for deduction of similar 
expenditures which it was forced to allow. Miss 
Gwyneth McGregor, reporting this case in the 
Canadian Tax јоитпаћ, comments that some of these 
taxpayers will undoubtedly be re-assessed, but some 
will escape because the four-year limit fixed by the 
Income 'l'ax Act has expired. 


UNITED STATES 


Misstated Inventories 


HE firm of Peat, Marwick, Mitchell & Co be- 
came auditors of the Londontown Manufacturing 
Co, Baltimore, in May 1961 and had not been able 
to observe physical inventories, as is required in the 
United States, before May 31st, 1961. It indicated 
this fact in the company's prospectus issued in 
connection with a public offering of 150,000 shares 
on October 4th, 1961. Shortly before the end of 1961, 
learning that the earlier inventories had been under- 
stated, the firm insisted on full disclosure to the 
Securities and Exchange Commission. 
Amended registration statements to be issued by 
the company will reveal the following particulars 
as to comparative earnings figures: 


i2 months to 


February 28th Prospectus Corrected 
1957 "2 "13 
1958 '23 '30 
1959 '32 153 
1960 76 77 
1961 1°40 93 

3 months to 
May 31st, 1961 "4I 32 


The inventory understatements gave artificially 
low per-share earnings from the fiscal year 1957 
through to ro6o and artificially high ones for the 
fiscal year 1961,.the last to be reported in the pros- 
pectus. In a recent memorandum issued by the 
accounting firm it is stated: 

*We did, of course, check prices, extensions and 
footings of the earlier inventories, but as we were 
not the auditors when these inventories were taken 
we had no means of determining the correctness of 
quantities, especially in the absence of cost records 
and perpetual inventories. 

‘While the company made excellent progress in 


sales and profits, we did feel that the results for the : 


year ended February 28th, 1961, were out of line. 
However, this was largely attributed by the company 
to a move to a new plant location which had occurred 
in January 1961, the reduction of certain less 
profitable items, and increased prices in certain 
lines.’ 
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Pension Planning and Unauthorized Przctice 
of Law | 


LONG statement by the American Bar Associa- 

tion's committee on unauthorized practice of 
law, in regard to pension and profit-sharing plans: 
was reproduced and commented upon in a receat issue 
of The Journal of Accountancy. ‘It came as something 
of a shock’, it is stated, ‘to find that the committee 
appears to believe that only lawyers shold be 
allowed actually to participate in the development of 
plans for clients.’ While it is assumed that th= state- 
ment represents only the views of the commitzee and 
not of the American Bar Association, it is feared that 
it may encourage local bar associations to take action 
in the Courts to enforce it. 

The comment goes on to say that it is common 
sense that lawyers and C.P.A.s should co-operate in 
the interests of common clients. Exclusively legal 
questions should be-handled by lawyers, but pension 


and profit-sharing plans аге a good example of matters | 


which arise from legislation but which involv2 many 
considerations not exclusively legal in character. 
C.P.A.s may well be the first to get their clients 
interested in such plans, but lawyers are always 
brought in for their development and completion. 

Why, asks the Journal, was this matter not discussed 
by the National Conference of Lawyers and C.P.A.s 
before issuance of the statement by the Bar Com- 
mittee?- 


SOUTH AFRICA 


Budget Proposals 


Ix what he described as 'a Budget of rational 
security, the Minister of Finance, Dr T. E. 
Dónges has asked for a defence vote of nearly £60 
million — over бо per cent more than last year. То 
pay for this and other items he proposes increased 
taxes on beer, wines, spirits, petrol and diesel oil, and 
import durties on certain non-essential goods. He also 
proposed to abolish the discount of ro per cen: of the 
normal tax payable by individuals, and the d:scount 
of 3 per cent of the tax (other than the prcvincial 
portion) payable by companies. 

The Minister pointed out that the rate of income 
tax, both for individuals and for companies, had 
remained basically unchanged for the past ten years. 
Moreover, in the year ahead, he must provide for the 
repayment of the 1957—58 savings levy, the cost of 
which was greater than the yield from the withdrawal 
of discounts. After taking into account a surplus of 
£24 million from last year, the revenue account for 
1962-63 would show neither surplus nor deficit. 

Concessions include an extension of investment 
allowances to cover the introduction of new machinery 
or equipment up to June зоё, 1965 and to new build- 
ings which are commenced by that date up to one year 
later. Не also announced that to encourage the export 
drive, exporters who increased their turnover would 
be granted special tax allowances in respect of expendi- 


THE 
АССООМТАМТ. 


411 


ture (other than capital) incurred in the development 
of export markets. 
Gold and foreign exchange reserves, now standing 
at over £150 million, had shown a spectacular recovery 
. from the figure of £71 million in June 1961. This was 
due to reductions in imports and the outflow of 
private capital, and to improvements in exports and 
gold production. While it was not yet possible to 
abolish exchange controls, the Minister proposed to 
relax control over 'blocked Rand' by permitting 
holders to subscribe to a special issue of five-year 
non-negotiable 5 per cent Government bonds. These 
would be repayable in five annual instalments which 
would be freely transferable in foreign currencies on 
the expiry of each instalment. 


INDIA 


Indian Institute’s New Committee 


HE growth of business, the decentralization of 
management and the adoption of modern business 
methods which necessitate specialization in some 
form or other by the accountant have resulted in the 
setting up by the Institute of Chartered Accountants 
of India, of a Professional Development Committee. 
The new committee will determine the extent to 
which the knowledge of members as regards these 
developments requires to be supplemented by research 
and various courses of training. Matters which will 
receive special consideration are: 





(i) To define the objectives of the accounting 
profession; 

(ii) To lay down the accounting postulates and 
principles, having regard to the changes that 
have occurred in the conditions under which 
business nowadays is being conducted; 

(iii) To determine the extent to which auditing 

' procedures were required to be enlarged having 
regard to changes in different laws, and in the 
climate of public opinion; 

(iv) To determine the manner and form in which 
guidance should be provided to members in 
regard to professional matters ; 

(v) To consider the different ways in which the 
profession could assist and help the Government 
in the promotion of its plans and programmes; 

(vi) To lay down the standards of professional 
conduct and competence in different fields of 
professional activity; 

(vii) To determine what programmes of development 
should be carried out at the different levels i.e., 
the Council of the Institute, the Regional 
Councils and members generally, and to lay 
down targets in this regard for the next three 
years. 


'he committee, which is comprised of nine 
members, is under the chairmanship of Shri S. N. 
Desai, F.C.4., President of the Institute of Chartered 
Accountants of India. It will be the responsibility of 
the committee to draw up the necessary programmes 
and to watch over and guide their progress. 
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Weekly Notes 


THE BUDGET ON TELEVISION 


HE Institute of Chartered Accountants in 
England and Wales has granted the use of the 
Oak Hall in Moorgate Place as'a temporary television 
studio on Budget Day. Тће Oak Hall will be one of 
a number of outside broadcast locations in a two- 


and-a-half-hour programme to be presented on the- 


afternoon of Budget Day by Independent Television 
News and Associated-Rediffusion. Other locations 
will include a foreign exchange dealers’ room in the 
City and a shipyard workers’ canteen in Sunderland. 

In the Oak Hall some thirty representatives of 
City institutions, including three members of the 
Council of the Institute ~ Mr H. A. Benson, С.В.Е., 
Е.С.А., Mr D. A. Clarke, LL.B., Е.С.А., and Mr J. Е. 


Talbot, В.С.А. ~ will hear up-to-the-minute reports : 


of the Chancellor’s speech, and will be available for 
interview by Mr Reginald Bosanquet of L'T.N. on 
the implications of the Budget proposals. 

There will also be informed comment from the 
studio newsroom in "Television House, where the 
guest speakers will be Sir Frederic Hooper and 
Mr Frank Cousins, general secretary of the Transport 
and General Workers' Union. 


ALMOST BALANCED 


TUE first of the trio of White Papers which precede 
the Budget, that on the balance of payments!, is а 
good deal more encouraging than was at one time 
expected. Following overall deficits. оп the combined 
current and capital accounts of £384 million and 
£490 million in the two previous years, the 1961 
overall deficit of £62 million is indeed satisfactory. 
Last week’s note in this journal on the balancing item 
in these accounts, i.e., the net total of errors and 
omissions needed to balance the trading accounts, is 
underlined by the fact that for 1961 the balancing 
item at £81 million exceeds the actual deficit shown 
in the accounts. The estimates of this item for the 
two previous years have been revised to £21 million 
and £306 million. Undoubtedly, the most cheering 
aspect of the current account is the reduction of the 
deficit on visible trade account to only £135 million, 
compared with £391 million in 1960. This is due to an 
increase of £156 million in visible exports coupled 
with a reduction of £100 million in visible imports. 

A sad feature of the accounts is the continuing 
decline in the surplus achieved on the invisible trade 
account. From {£219 million in 1959 to £103 million 
in 1960, it has fallen to a mere £65 million in the past 
year. The main contributory factor to this disappoint- 
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ing result is the continuing rise in Government out- 
lays overseas. The long-term capital account reflects 
the continuing increase in foreign investment in the 
United Kingdom which in 1961 totalled £208 million; 
in contrast with a reduction from {205 million to 
£152 million in the total invested by the United 
Kingdom overseas. A major factor in the improvement 
on the capital account was the receipt of a number 
of once-and-for-all payments such as the £131 million 
in respect of the Ford shares, and repayments of loans 
from Western Germany and France, plus a small loan 
from Switzerland, which together contributed a 
further £90 million. 


While any improvement, however modest, in the 


United Kingdom external position is welcome, the 
full extent of the problem can only be appreciated by 
continually bearing in mind the target set by the 
Treasury of an overall surplus of £450 million. Recent 
Press comment on the White Paper seems to have 


- overlooked this point. 


THE FISCAL YEAR 1961-62 


HE fiscal year ended on March 31st with an 
overall deficit on revenue and expenditure 


: account of {211 million. This was. £142 million 


more than the Budget forecast last April. The source 
of the deficit is on the expenditure and not on the 
revenue side. 

Total receipts were {£140 million higher than 
estimated. Expenditure increased by £282 million. 
There was a surplus of £410 million ‘above the line’ 
which was £96 million less than originally expected, 
but the shortfall of £621 million ‘below the line’ 
was £46 million higher than was forecast. 

Ordinary revenue totalled £6,646 million and 
ordinary expenditure was £6,235 million. Income tax 


.receipts were close to estimate but surtax and death 


duties both exceeded the Budget estimate and so 


did Customs and Excise receipts. The increase of . 


IO per cent in purchase tax last July was expected 
to produce an additional £130 million but receipts 
were well below expectation. 

On the expenditure side there was an overall rise 
in ordinary expenditure on the supply services and 


the cost of servicing national debt increased signifi- ` 


cantly owing to the prevalent high level of interest 
rates. 


‘MOVEMENTS OF PRIVATE CAPITAL - 


CCORDING to the Bulletin for Industry for 

March, put out by the Information Division of 
the Treasury, the outflow of private investment from 
this country has averaged nearly £350 million a year 
in the last three years. Over the same period the 
inflow of private investment has increased from less 
than {200 million in 1959 to over [400 million in 
1961. This last figure is, however, swollen by the 
large Ford transaction last year which accounted for 
£130 million. The net flow over the last three years 
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has thus changed substantially on private capital 
account. There was а net outflow of £146 million in 
1959, a net outflow of £99 million in 1960 ard a net 
inflow of £49 million which would have been a net 
outflow of £81 million last year but for the Ford deal: 
Taking the long-term capital account as a whole, 
the balance changed from a net outflow o£ 2499 
million to a net inflow of £8 million over che last 
three years. The big change has thus been he ped by 
the decline in the outflow of funds from Government 
and other official sources. The big increase in invest- 
ment from abroad partly reflects the growth of 
overseas investment by the United States. Another 
. factor is the high level of economic activity in Britain 
and the comparatively high level of interest rates in 
this country since the middle 1950s has also probably 
played a part. In the early 1950s much of the outward 
flow of private capital was to the sterling агег coun- 
tries. More recently the rapid rate of growth. of the 
European Common Market has attracted United 
Kingdom investment. Most of the outward Jow of 
private investment is direct and not portfolio invest- 
ment. Portfolio in non-sterling securities is zllowed 
only through the medium of the switch markets. 


BRITAIN INTO EUROPE? 


INCE the discussions concerning the basis for 
Britain's entry into the European Economic 
Community have riot yet reached the stage when 


specific proposals may be laid before the public, the 


latest pamphlet from the Institute of Eccnomic 
Affairs on the United Kingdom Commonwealth and 
Common Market hardly adds to the sum of incorma- 
tion already available in the flood of published material 
of recent years. However, the authority of its zuthor, 
Professor James Meade, should ensure a wide reader- 
ship for this particular contribution to the debate if 
only because of his fuller treatment of the eccnomic 
issues, in particular agriculture. Professor M_eade’s 
thesis is that, as long as Britain is assured that the 
E.E.C. will be liberal in its outlook and trading policies, 
she should join. The implication of this argument is 
that if certain leaders in the E.E.C. still have visions 
of Europe as Ја troisième force in world politics, then it 
is likely that their economic policies may suffer. 

On the issue of British agriculture, Professor Meade 
points out that the concern should be primarily for 
the domestic consumer, since E.E.C. food prices are 
high enough to give British farmers a living, although 
British horticulture would sustain very severe com- 
petition. Much more serious is the problem >f the 
Commonwealth primary producer who, at present, 
enjoys preference in the United Kingdom market. 
Professor Meade does not believe that the present ad 
hoc proposals put forward to meet this problem are 
adequate. In his opinion, because of the pocential 
food surpluses throughout the world, an agreement 
with all other primary producers is necessary. This 


1 Hobart Paper No. 17. Price ss net. 
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will necessitate co-operation on a world basis and in 
this context Professor Meade is at pains to stress that 
American co-operation would be endangered if the 
E.E.C. is too ‘inward-looking’ in its economic policies. 

Professor Meade proposes that there should be 
flexible exchange rates, while support for any indivi- 
dual currency should be available from a joint use of 
member countries’ reserves. This is a highly debat- 
able argument, not least in view of Britain's post-war 
economic record. If agreement on these issues is not 
possible, then in Professor Meade's opinion Britain 
should remain outside the E.E.C. for the time being, 
concentrating its efforts to achieve a general reduction 
of trade barriers within the North Atlantic union. 


NEW STYLE P11D FORM 


N employer has to make a return by May sth of 

expenses, payments and benefits provided by 
him in the preceding income tax year for directors 
or for employees whose remuneration (including 
benefits) is £2,000 or more per annum. The Inland 
Revenue provide a special form for this purpose, 
for each individual director or employee concerned, 
designated form Рта). For the years up to April 
1961, Pr1D was à very modest form indeed, measur- 
ing some eight inches by four and containing no 


reference to such unpleasant matters as penalties for 


failing to make a return, or making an incorrect one. 

The new form PrrD, issued for the purpose of 
returns for the year ended April sth, 1962, is a much 
more formidable document, taking up seven or eight 
times the space of the old one, and containing a very 
prominent reminder of penalties. There is an exten- 
sive list of the kind of benefits which may be pro- 
vided, including holidays, sporting facilities, private 
medical treatment, education of the individual's 
family, etc., entertainment, and expenses of private 
domestic staff. It follows that an employer who 
conveniently forgets some of the advantages enjoyed 
by its principal director will find it less easy to 
explain away any omissions. 


TWO FARMS, ONE TRADE 


HEN the Legislature made farming profits 

chargeable to tax as trading profits in 1941, 
difficulties were foreseen as to the place of assessment 
where the farm was scattered or lay in two separate 
income tax parishes. Accordingly it was provided 
that (Finance Act, 1941, section 1o (3)): 

‘All the farming carried on by any particular 
person or partnership or body of persons shall be 
treated as one trade, and he or they shall be assess- 
able and chargeable in respect of the profits or gains 
thereof in any of the parishes in which any part of 
his or their farmland is situated: 

*Provided that nothing in this subsection shall 
limit any right to make any assessment and charge 
in the place of ordinary residence.' 

When this provision was substantially repeated in 
section 152 of the Income Tax Act, 1952, it was 
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accompanied by а side-note saying “Special provision 
as to place of assessment etc. in the case of farming’. 

The Revenue have for long argued that section 152 
did not entitle a farmer to take it at its face value, but 
Mr Justice Wilberforce has now held that the 
Revenue were wrong in this (Bispham v. Eardistan 
Farming Co (того) Ltd). 

From 1919 to May 3rd, 1956, the company farmed 
land in Worcestershire and incurred losses. From Janu- 
ary 31st, 1956, it farmed land in Scotland at a profit. 
It claimed to bring forward large amounts of losses 
and capital allowances, relating to the Worcestershire 
land, to set off against the Scottish profits, relying on 
the plain words of section 152 to establish that there 
was one single and continuous trade. The Revenue 
resisted the claim on the ground that section 152 was 


to be given a special and limited meaning, which did . 


not include making one trade out of two. It merely 
dealt with the place where the assessment was to be 
made and that for this purpose, and this purpose only, 
section 152 allowed the Revenue to treat all farming, 
carried on by the same person and at the same time, 
as one trade. The Revenue argued also that to give 
the section the meaning which the company contended 
would be to confer an advantage on farmers as 
against other taxpayers. 

His lordship said that there was no onus on the 
taxpayer to furnish reasons why he should be treated 
differently from other taxpayers. The section gave 
rise to no absurdity and it was of value to the Revenue 
as well as to the taxpayer. Any limitation of the scope 
of the section as suggested by the Revenue could 
only apply if the section expressly so provided. 


А TAX FORUM? 


HE appearance of а 400-раре volume of proceed- 
ings of the 1961 conference of the Canadian 'Tax 
Foundation is a reminder of the remarkable success 
of this body since its establishment in 1945. Its pur- 


pose is to serve as an independent tax research organi- · 


zation, governed by a board of members nominated 
by the Canadian Bar Association and the Canadian 
Institute of Chartered Accountants. Its present 
membership comprises nearly 4,000 individuals and 
corporate bodies. Its annual conference is well 
attended; there were over r,ooo members this year 
to hear the sixty-four papers on topics of direct con- 
cern and interest to the tax practitioner. The confer- 
ence reports apart, the steady flow of published 
material of high quality is especially impressive. The 
Foundation’s own staff produce a bi-monthly journal 
as well as a series of papers and notices on particular 
fiscal topics such as the Budget, municipal taxation 
and summaries of Commonwealth and foreign tax 
systems. Some of these publications are substantial 
pieces of research as, for example, the third edition 
of Mr J. Harvey Perry’s study of Taxation in Canada 
which has recently appeared. I 

Apart from the work of its own staff, the Founda- 
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tion commissions external experts to prepare special 
reports on particular topics and, at the same time, 
has sponsored research at Canadian universities. The 
first two fiscal theses from this particular source are 
especially good; they are Business Financing and 
Taxation Policies, by C. `F. Owen, and Erosion of the 
Personal Income Tax Base in Canada and the U.S.A., 
by 1. J. Goffman. Apart from this published material, 
the Foundation supplies speakers for conferences and 
meetings all over Canada. The success of this organi- 


-zation prompts the thought as to whether, despite 


the excellent work done in the tax field by various 
professional bodies in the United Kingdom, still more 
might be achieved by such a specialist foundation. 


NOT REALLY PRIVATE 


CCOUNTANTS whose custom it is to make . 


general use of envelopes printed with the word 
‘Private’ or ‘Confidential’ may be interested in the 
following which is reproduced from the latest issue 
of The Stock Exchange Journal (Winter 1961-62). 


Company Announcements 


“Cases sometimes arise in which registrars and 


secretaries of companies in accordance with their 
undertakings transmit to the Stock Exchange 
important information meant for general publication 
in envelopes marked 'Private', notwithstanding the 
fact that the letter containing the information must 
for obvious reasons not be so marked. Such informa- 
tion might for example be the date of a board 
meeting at which the declaration or recommenda- 
tion of a dividend is to be considered. V 


‘This practice may result in delay in the opening . 
of such letters and in the communication of their | 


contents to the House and the general public. It is 

hoped that those concerned will see that in future 

such information is not sent in envelopes marke 

“Private”? Е 

It might perhaps be added that the Stock Exchange 
is not the only place where the use of such envelopes 
for non-confidential matter can occasion delay. It is 
not unknown for a notice sent for publication in The 
Accountant to miss an issue, because the envelope 
printed ‘Private’ has been reserved for the personal 
attention of the editor. 


IRISH EXPORT EXPANSION 


T trade statistics of Ireland for the year 1961 
show that the Irish Government's policy of 
encouraging foreign manufacturers to establish fac- 
tories in the Republic is certainly resulting in a 
marked expansion of exports. Over the ten years 
1952 to 1961 total exports have increased by nearly 
80 per cent from Zror-6 million in 1952 to {180-3 
million in 1961. Over half this increase has occurred 
in the last three years, since in 1959 the figure was 
only £130:6 million. 

Of the total exports in 1961 31 per cent consisted 
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of live animals, 35 per cent of food, drink and to- 
bacco and 26 per cent of other raw materials and 
manufactured goods; in 1952 the corresponding 
figures were 32 per cent, so per cent and 15 pe- cent 


(the balance in each year consisting of re-exports)... 


However, there was some decline in the rate of expan- 
sion of exports of ‘other raw materials and marufac- 
tured goods' in 1961, the total rising by only 6 6 per 
cent compared with a rise of 18 per cent for exports 
as a whole. This partial return to the former bzlance 
between agricultural and industrial exports will be 
welcomed by Irish farmers who have argued for 
some time that if the money spent on encouraging 
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industrial development had been spent on agriculture, 
the results achieved would have been even more 
impressive. In practice, however, as has happened 
in other countries, industrial growth, by drawing 
agricultural labour from the land, is no doubt 
forcing greater mechanization and efficiency on the 
farmers. 

The main categories of manufactured goods 
exported are textiles, clothing and footwear, and 
cutlery, hardware, implements and machinery which 
together totalled £23-4 million or nearly twice the 
total exports of other raw materials and manufac- 
tured goods ten years ago. 





This is My Life... 


by An Industrious Accountant 


s 


CHAPTER 118 


E really only fully appreciate the advance of the 
profession in the last half-century when ле 
check on the outlook of an earlier age. I had an insight 
into this evolution recently, when I found a popular 
encyclopedia of 1913 tucked away in the recesses of 
my bookshelves. The present generation, as I find 


. from inquiries, has little knowledge of this highly 
‘useful book of reference, and less appreciation of the 


prestige and influence it earned for itself in the early 
part of the century. 

Му volume is an impressive edition of 1,070 pages, 
lavishly furnished with full-colour paintings and 
maps. In fact, it had everything that its era cou-d ask. 
Starting with an ample English dictionary, there 


- follows a section of general information treating some 


6,000 different subjects; then comes a biographical 
dictionary of prominent people, past and present. 
It was here, as I perused, that I became conscious of 
something missing. There were royalties and saints, 
politicians and generals, authors and actresses . .. even 
a sprinkling of outstanding industrialists . . . but no 
accountants. 

I went through a mixed compendium of English 
monarchs (starting with Egbert), London clubs, 
Atlantic steamers, classical quotations, sports records. 
Then came a world gazetteer and atlas, and а сагопо- 
logical list of events starting at 2234 B.C. in СЕајдеа. 
Nineteen hundred and eight was fascinatimp. It 
recorded mutinies, assassinations, legal verdicts, 
royal visits, naval disasters, but no Company Con- 
solidation Act. Nineteen hundred and twelve was full 
of provocative abbreviations, but no reference to 
Finance Acts or cost-of-living indices. It gave way to 


long sections devoted to gardening, poultry, cookery, 
health, sports, toilet, the nursery. ... 

But what was this? On page go3 commenced the 
dictionary of business, the opening illustration of 
which had something nostalgic about it. The silver- 
moustached boss at the table littered with ancient 
telephone, lamp, baskets, etc.; the deferential dark- 
coated clerk standing with a sheaf of papers, the safe 
and the rolltop desk against the wall. Then came 
twenty pages of commercial terms . . . acceptance, 
actuary, allonge . . . yes, and even a few short lines 
about accountants, including “there is nothing to 
prevent anyone setting up as an accountant'. The 
auditor is put in his place gently but firmly in the 
twelve lines he receives, thus: 


` "It is no part of his duty, however, to criticize the 
actions of principals, or to concern himself with the 
prudence or imprudence of the transactions dis- 
closed by the books. His chief duty is to ascertain 
the true financial position of the business and get 
191 а balance sheet in which this is accurately set 
о 


Shades of the Royal Mail case! At least we've 
Broken out of that ancient straight-jacket. 

The remaining definitions follow a trend of pon 
trading, legal and stock exchange custom such as . 
making-up price, mandamus, manifest . . there is 
little of accounting as such. Nothing appears under 
taxation or surtax. Income tax is dismissed tersely with 


‘the pe:sonal impost charged on the income of 
individuals, first imposed by Pitt in 1798, to meet 
the heavy cost of the war with France’. 


Business taxation clearly was unimportant. 

The book soon shakes free of such sordid trade 
trivialities and gallops off gaily to photography, 
motoring, and pets, for seventy pages. So much for 
the comparative values of work and play. It’s rather 
amusing to look back on our progress since those far- 
off golden days ... I haven't seen a modern edition. I 
wonder what coverage we now enjoy; I must look it 
up some time. 
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Ilford 


OMPANY accounts have an added interest, of 

course, when the peruser is acquainted with the 
company, and many readers – especially those with 
an interest in photography — will know the name of 
Шога Ltd, whose accounts. provide „this week's 
reprint. Ilford have a close association with Imperial 
Chemical Industries. In collaboration with I.C.1., the 
Ilfocolor roll film for amateur colour photography 
has been developed, and in its research work Ilford 
thas the very valuable assistance of the Dyestuffs 
Division of 1.C.I. The association further extends to 


a holding by І.С.І. of the 20 million 55 Ordinary 


shares of Ilford. 

Two calls on these shaves on April Ist and October 
31st in the year under review made them fully paid, 
bringing the issued ordinary capital up by £640,000 
to £5 million and the share premium account by 
£1,280,000 to £3,200,000. j 

As one-of the conditions for granting a quotation 
for the shares, the Stock Exchange asked for an 
amendment to the article of association relating to 
borrowing powers. While it is not, perhaps, unusual 
for amendment of a ‘borrowing’ article to be effected 
to comply with a stock exchange requirement, share- 
holders are generally told that it is purely a formal 
matter: And the resolution goes through without 
anyone questioning the whys and wherefores. 


Borrowing Powers 


Ilford shareholders, however, are taken below the’ 


surface. Under the existing article, which 15 one in 
common use, Mr J. P. Philipps, the chairman, points 
out in his statement with the accounts the boerd may 
not, without the consent of a general meeting, borrow 


money which will make the aggregate of the cornpany's . 


and its subsidiaries’ borrowings exceed the company's 
issued share capital. 

Ilford has been informed, however, states the 
chairman, that the solicitors to the London Stock 
Exchange have advised that if the company itself 
borrows no money, but all the borrowing is done by 
its subsidiaries, this restriction would not be operative. 

Alteration of the article is therefore proposed 'so 
that the board must exercise all rights of control over 
its subsidiaries with the intention of securing that the 
aggregate amounts of borrowing by the company and 
its subsidiaries outstanding at any time shall not, 
without the previous consent of a general meeting, 
exceed the aggregate of the company's issued share 
capital and the consolidated capital and revenue 
reserves’ as shown in the last consolidated balance 
sheet but subject to certain adjustments and ex- 
clusions. 


ILFORD LIMITED 


1961 


1960 


1959 


1958 


1957 


1956 


1955 


1954 


1953 


1952 


1951 


1950 


3,476,230 


2,375,398 2,797,758 3,078,319 4,050,879 4,579,138 5,728,284 6,523,809 8,617,053 9,655,434 10,384,926 
1,039,902 


2,112,204 
533,88! 


, Fixed Assets and Trade Investments 


1,454,940 1,672,189 . 1,887,468 2,081,968 2,357,358 


1,187,726 


606,480 696,725 796,296 908,259 


Depreciation 


2,101,033 2,282,023 2,567,971 3,010,977 3,391,412 4,273,344 4,851,620 6,729,585 7,573,466 8,027,091 
4,951,881 7,028,867 


1,768,918 


1,578,323 
3,264,183 


5,320,141 


3,568,627 


3,954,276 4,133,179 4,088,999 4,216,546 3,945,057 


3,605,546 


3,563,734 


Current Assets less Current Liabilities 


5,332,652 5,706,579 6,236,299 6,701,150 7,099,976 7,607,958 8,218,401 9,803,501 10,298,212 12,893,607 — 15,055,958 


4,842,506 


Capital Employed 


^ 190,000 


190,000 


190,000 


190,000 190,000 190,000 190,000 


190,000 , 


190,000 


190,000 


190,000 


< Nominal Value of Preference Shares 


_ 190,000 


30,147 
283,621 


17,850 
390,134 


25,556 


472,225 


25,232 
583,440 


24,724 
659,935 


23,407 
624,887 


Interests of Outside Shareholders 


22,840 
640,402 


23,257 
712,246 


22,91 


672,389 


' 24,166 


23,576 
506,503 


17,148 
431,335 


а 


of Subsidiary Companies 


506,173 


— 


Future Taxation 


у 





























874,659 


720,079 720,339 885,310 925,503 853,242 838,294 


638,483 


6,769,664 
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9,004,829 9,610,431 — 12,295,623 14,552,190 


7,343742. 


4,612,573 4,986,240 5,350,989 5,775,647 6,246,734 


4,204,023 


Ordinary Shareholders’ Funds 


"4,133,333 


4,360,000 5,000,000 


3,720,000 


„000 


3, 


3,400,000 3,400,000 


3,400,000 


2,266,666 — 13,400,000 


2,266,666 


*2,266,666 


Nominal Amount of Ordinary Capital 


4 5 
ЫУ—— — РСН en — —— ——— — — ——Ñ—oI — — 


a after | (ог | 
I share bonus 


t after I for 


2 


2 share bonus 
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and Subsidiary Companies 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 
for the year ended 3156 October, 1961 
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А Trading Profit of the Group . 1,122,969  1,3*5,844 
Jl. Dividends and Interest 181,376 153,878 
Group Profit before taxation 1,304,345 1,539,722 
HI. Taxation thereon 561,143 682,908 
IV. Group Profit after taxation 743202 556,814 
Deduct 7 
V. Amount attributable to Shares in Subsidiaries 
held outside the Group 168 738 
743034 596,076 
VI. Tax overprovided in previous years 3,433 32,287 
746,467 $58,363 
Deduct 
VII. Profit retained by Subsidiaries " 94,146 34,557 
Profit dealt with in the accounts of Ilford Limited 652,321 73,806 
Vill, Balance brought forward from the previous year 231,317 7,53! 
5" Available for appropriation ~ 883,638 1,C71,337 
Deduct 
IX. Transfer to General Reserve 150,000 200.000 
733,638 71,337 
Deduct 
X. Dividends paid or recommended, less tax 494,329 40,020 
Balance carried forward —llford Limited 77239,309 231,317 
Balance carried forward—Subsidiaries 319,060 — 233,061 
Balance carried forward —Group 558,369 44,378 
The Notes appearing [in the next column] form part of these Accounts. 
ILFORD LIMITED 
and Subsidiary Companies 
CONSOLIDATED BALANCE SHEET 
315: October, 1961 1961 1960 
_ Capital Employed £ £ 
LOW | Issued Capital 5,190,000 4,250,000 
` И, Capital Reserve—Share Premium Account 3,200,000 1,720,000 
Il. Revenue Reserves 6,352,190 6,415,623 
14,742,190 12,785,623 
IV, United Kingdom Income Tax, 1962/63 283,621 = 290,134 
У. Qutside Shareholders’ interests in Subsidiaries’ 
Capital and Reserves 30,147 17,850 


15,055,958 12,293,607 


Employment of Capital <= sx 
Vi, Current Assets 
Stocks at cost or under 5,099,066 4,238,494 
Debtors and prepaid charges, less provisions 3,190,958 2,390,827 
Loans to Associated Companies, less amount | 
written off 27,245 37,361 
British Government securities at cost — 50,174 
Тах Reserve Certificates 178,125 348,000 
Cash at Bankers and in hand 1,170,724 189,381 
| 9,666,118 8,254,237 
Vil. Current Liabilities 
Bank overdrafts, secured 64,255 24,995 
Creditors and accrued charges 1,599,423 1,554,726 
Taxation . 978 741,572 
Dividends proposed and accrued, less tax 351,595 312,803 
2,637,251 2,734,096 
Net Current Assets 7,028,867 5,320,141 
VIII, Fixed Assets 7,642,090 7,188,465 
IX. Trade Investments in. Associated Companies at 
cost or under 385.001 385,001 


15,055,958 12,393,607 


d 





J. Р, PHILIPPS 
RUPERT WITHERS Jorecors 


F. O'S. W. HUTCHINSON, Secretary 


The Notes [in the next column] and the Schedules on page [418] form: part of 
these Accounts. . 
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ILFORD LIMITED 
and Subsidiary Companies 
NOTES TO CONSOLIDATED PROFIT AND LOSS 
ACCOUNT I Á I I To 
|, Trading Profit has been arrived at before charging 
United Kingdom taxation on profits but after 
taking the following into account: 
Charges and provisions for: 
Depreciation (Sse Note 1, Schedule C, on page [418]) 469,714 338,571 
Directors’ Emoluments: 
Fees 5,250 5,563 
Remuneration for services and contributions 
paid by the Company under assisted Pension 
and Life Assurance Schemes 65,682. 63,101 
Pensions of past Directors 1,688 25,051 
Audit fees—llford Limited 2,500 2,500 
Subsidiaries 5,952 4953 
550,786 440,539 
H. Dividends and Interest arise from: 
Investments in and loans to Associated Companies 154,864 [25962 
Other Investments and Receivable Interest 26,512 37,916 
181,376 163,878 
— s ee 
1, Taxation—United Kingdom Taxation on profits 
- for the year 
Income tax: 
1962/63 including tax deducted at source 454270 537,707 
Transfer to Taxation Equalisation Reserve 63,000 — 111,500 
Profits tax 149,373 164,681 
666,643 — 813,088 
Less Relief for Investment Allowances 105,500 170,980 
561,143 42,908 
Ji LE d о WP 
X. Dividends paid or recommended, less tax, on: 
6 per cent Cumulative Preference Shares 6,983 6,983 
Ordinary Shares: 
5 per cent Interim Dividend already paid 
(1960-59) 139,242 123,725 
12} per cent Final Dividend as recommended 
1960-12419/) 348,104 309,312 
494,329 440,020 
ILFORD LIMITED 
and Subsidiary Companies 
. NOTES TO CONSOLIDATED BALANCE SHEET 
3ist October, 1951 
|. Details of Share Capital are given in Schedule А on 
page [418] 
Ш. Details of Revenue Reserves are given in Schedule 
B on page [418] 
1961 1960 
£ £ 
VI. British Government Securities 
Cost f — 50,174 
Market Value — 49,649 
VII. Dividends, less Tax: è 
6 per cent Cumulative Preference Shares accrued 3,491 3,491 
Ordinary Shares—124 per cent Final Dividend as 
recommended 348,104 309,312 
351,595 312,803 
= я 
ҮШ. Details of Fixed Assets are given in Schedule C 
on page [418] 
Additional Notes 
mi 1780. 
1. The tota! estimated contractual commitments for 
capital expenditure amounted to 277,000 394,000 


2. Market rates at 315: October, 1961, have been 
used throughout these accounts ín the conversion 
of currencies. 
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. These are set out in the resolution and consist 
` mainly of the inclusion of capital issued since last 
balance sheet date, and exclusion of sums set aside 
for future taxation and of amounts attributable to 
minority interests. 


Latest Trend 


The Ilford accounts themselves are presented in 
revised form. Directing shareholders’ attention to 
the new form, Mr Philipps says that this has been 
adopted so that the accounts should “accord with the 
latest trend’. They have also included photographs 
illustrating some of the uses of the company's 
materials. Photographs are, of course, the alpha and 
omega of the company's business. 

Profits, it will be seen, were under pressure during 
the year. Turnover was up, but unfortunstely the 
latest trends are not followed by the company to the 
extent of stating exactly what turnover amounted to. 
Whatever it was, the increase was insufficient to offset 
increases in manufacturing and overhead expenses, 
including substantially increased research expenditure, 
heavier depreciation charges and ‘unforeseen delays 
in getting into production with our new range of 
colour products”, š 


ILFORD LIMITED 


SCHEDULES TO AND FORMING PART OF THE 
BALANCE SHEETS 


3lst October, 1961 











P 1261 1260 
SCHEDULE А, Share Capital of Шога Limited: 
Preferential Capital —Authorised and Issued: 190,000 
6 per cent Cumulative Preference Shares of £1 each 190,000 190,000 
Ordinary Capital —Authorised: 22,000,000 Ordinary 
Shares of 5s. each £5,500,000 £5,500,000 
Ordinary  Capital—Issued: 20,000,000 Ordinary 
Shares of 5s. each, fully paid 5,000,000 4,360,000 
Total Issued Capital 5,190,000 4,550,000 
SCHEDULE B. Revenue Reserves 
General 3,800,000 3,650,000 
Contingencies (See Note 1) 1,309,224 1,254,245 
Taxation Equalisation (See Note 2) 10,000 7,000 
Supplementary Pensions (See Note 3) 74,597 100,000 
Unappropriated Profit of Шога Limited 239,309 231,317 
Per Ilford Limited Balance Sheet ~ 6,033,130 5,782,562 
Unappropriated Profit Retained in Subsidiaries 319,060 233,061 
Per Consolidated Balance Sheet 6,352,190 6,015,623 
1961 
Note 1. Contingencies Reserve £ 
Balance 315: October, 1960 1,254,245 
Add Surplus on disposal of Fixed Assets 48,405 
Surplus on liquidation of Subsidiary Company 6,346 
Profit on realisation of Investment 288 
54,979 
Balance 31st October, 1961 1,309,224 
Note 2. Taxation Equalisation Reserve 
Balance 31st October, 1960 547,000 
Add Transfer from Profit and Loss account 63,000 
Balarice 31st October, 1961 610,000 


=== 
The Taxation Equalisation Reserve represents income tax on the excess of 
initial and annual allowances granted for income tax purposes over depre- 
ciation charged in the accounts. 

Note 3. Supplementary Pensions Reserve 








Balance 315: October, 1960 100,000 
Less Cost of Supplementary Pensions during year 53,903 
Less Taxation relief thereon 28,500 

25,403 

Balance 3156 October, 1961 74,597 


ЕЕЕ 


ТНЕ 
ACCOUNTANT 


April 7th, 1962 


More than half the reduction of [235,0с0 in group 
profits before tax, it may be noted, was due to the 
increase of £131,000 in depreciation. If all goes well 
with the new colour products, and if the cost rise can) 
be contained, the current year should show improved > 
earnings. 


Realms of Silver 


Ín his statement, the chairman also translates the 
decision of the United States to suspend sales from 
Government stocks of silver into terms of prices for 
photographic film. While this American decision last 
November resulted in a 10 per cent jump in the price 
of silver, Mr Philipps says it is still too early to know 
whether the higher price will bring out more of the 
metal from Government and private hoards in other 
parts of the world, or whether Ilford will have to get 
used to paying an increased price for what, in the form 
of silver nitrate, is one of the company’s mest import- -» 
ant raw materials. 

А higher price, he considers, would be a serious 
blow io the whole photographic trade at a time when 
the Ilford company itself is 'doing everything possible 
to reduce the cost of photography for both the amateur 
and professional". 


“SCHEDULE C. Fixed Assets 


At 1934 Accumulated “Net 











Valuation and Eook 
Net Depreciation Value 
Additions 
at Cost 
Шога Liraited Balance Sheet £ £ 
1961 3,824,059 398,823 
Freehold and Leasehold Land and 
Buildings 1960 3,739,274 378,399 3,360,875 
Machinery, Plant, Motor Vehicles 1961 5,027,974 1,598,726 3,429,248 
and Furniture and Fittings 
1960 4,371,726 1,335,773 3,035,953 
8,852,033 1,997,549 6,854,484 
8,111,000 1,714,.72 6,396,828 
The Consolidated Balance Sheet 
Freehold and Leasehold Land and 1961 4,065,239 426,328 3,638,910 
Buildirgs 
1960 4,015,410 435,425 3,579,985 
Machinery, Plant, Motor Vehicles 1961 5,796,815 1,931,506 3,865,309 
and Furniture and Fittings 
1960 5,087,227 1,646,543 3,440,684 
9,862,054 2,357,235 7,504,219 
9,102,637 2,081,568 7,022,669 
Goodwill at Cost, Less Amounts 1961 137,871 
Written Off 
1960 167,796 
7,642,090 
7,188,465 





Note 1. Depreciation, 


An alteration in the basis of provision for the depreciation of fixed assets of 
comparec with the previous year has resulted in an increased charge as 
£39,520 in the accounts for the year under review. 


£ — 
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Stock Exchange Statistics 


HE London Stock Exchange's annual analysis of. 


the market value and interest on quoted securities! 
shows an increase of almost £1,200 million to £33,242 
million in the value of all quoted securities in 1961. 


High interest rates meant a reduction of £500 million . 


in the market value of loan capital and of £100 million 
in the value of preference capital so that the whole of 
the overall rise was applicable to ordinary shares. 


Interest and dividends on quoted securities at: 


£1,870 million rose by 5:9 per cent, compared with a 
rise of 14:5 per cent in 1960. It is estimated thet not 


amore than £740 million of the total figure found its 


way into personal disposable income. The balance is 
accounted for by taxation, the incidence of du»lica- 
tion, in which interest and dividends formed part of 
the income of companies whose own dividencs are 
included in the total, and the payment of interest and 
dividends to Government departments and. irstitu- 
tional investors. | 

The increase in ordinary dividends last year at 
6 per cent was the smallest annual increase m ten 
years with the single exception of 1958. 


! Interest and Dividends upon Securities Quoted on the Stock 
Exchange, London, 1961. 
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CITY NOTES 


HE trend of stock-markets in the approach to the 

Budget hardly suggests a widely-held opinion that 
the Chancellor has either the scope or the inclination 
to be particularly open-handed on Monday. 

The current tendency is to look for a holding opera- 
tion which will leave the Chancellor room for further 
manoeuvre later in the year. Тће only certainty in 
the Budget is the appearance of a capital gains tax 
about which the City has worked itself into a lather 
of dread anticipation. Such being so, there appears to 
be scope for the City to indulge in its familiar exercise 
of regarding anything that the Budget may bring in 
capital gains tax terms as ‘not as bad as expected’. 

If the Budget is a standstill affair there will be con- 
siderable danger of last July’s restrictions being 
maintained for too long. It is much easier to restrict 
than re-expand. There is undoubtedly a case for 
raising the head of steam in industry. Industrial 
production, overall, has been static for far too long. 

Although Bank rate has come down from 7 per cent 
to 5 per cent, largely as an external measure, all the 
other July regulators which were introduced remain 
in force. While, therefore, the City hopes that the 
Budget will point to some dismantling of these controls 
there is doubt as to whether this will be so. 


RATES AND PRICES 


Closing prices, Wednesday, April 4th, 1962 


Tax Reserve Certificates: interest rate (24.3.62) 3% 


Bank Rate Money Rates 

June 23, 1960 .. 6% Oct. 5, 1961 . 64% Day to day 38-45% Bank Bills 
Oct. 27, 1960 54% Nov. 2, 1961 6% 7 days р 32-48 % 2 months 4174525 
Dec. 8, 1960 ES 5% Mar. 8, 1962 58% s ак Bills "n 3 monti НЕ 

6 S % . 22, 196 ó m s 4 months 4-4 
July 26, 1961 795 Mar. 22, 1962 5% A months 216262 орат | 

6 months 6-795 
Treasury Bills Foreign Exchanges 
Jan. 26 £5 4s 1co6d?; Mar.2 £5 ros 1726d% New York 2814-4 Frankfurt 11'25-% 
Feb. 2 £5 4s 493d% Маг. 9 £5 os =809d% Montreal .. 2-95 Milan 1748-4 
Feb. 9 £5 85 o74d9; Mar. % £4 175 757d% Amsterdam .. ro'14i-i Oslo . 20'04%—05. 
Feb. 16 £5 9s 10°81d% Mar.23 £4 os c47d% Brussels 140'13+—% Paris .. 13-79 
Feb. 23 £5 ros 747d% Маг. зо £4 85 r16d%° Copenhagen 19:364—37 Zürich .. I2'231- 
Gilt-edged 
As well as the usual prices quoted at tae close of business on press day, we гаће give below the 
quarter-end prices ~ a practice which vill be followed at the close of each quarter in future. 
March 30th, April. 4th, March 30th, Abril 4th, 
1962 тона 1962 1962 

Consols 4% 624 623 Funding 3% 59-69 8245 82438 
Consols 2$ Y. 405 404 Savings 3% 60—70 8o 8o 
Conversion 5% 1974 - 92% 924 Savings 3% 65-75 ts 71% 
Conversion 5 % 1971 92 923 ` Savings 2375 64-67 . 868 xd 86 kxd 
Conversion 34% 1969 854} 855 ‘Treasury 54% 2008-12 87 874 
Conversion 34% | 548 5475 ‘Treasury 5% 86-89 .. 833 838 
Exchequer 54% 1966 | 99% 993i Treasury 33% 77-80 715 71 
Funding 54% 82-84 .. 915 915 Treasury 34% 79-81 7oi тоў 
Funding 4% 60-90 87 ха $87ixd Treasury 23 % x 391 398 
Funding 34% 9 pot 2 605 ox Victory 495 . 95% 96 
Funding 3% 66-6 85: 85i War Loan 34% 56 558 


4 


April 7th, 1962 


Stock Exchange Statistics 


Tu London Stock Exchange's annual analysis of. 


the market value and interest on quoted securities! 
shows an increase of almost £1,200 million to £38,242 
million in the value of all quoted securities in 1961. 
High interest rates meant a reduction of £500 million 
in the market value of loan capital and of £100 million 
in the value of preference capital so that the whole of 
the overall rise was applicable to ordinary shares. 


Interest and dividends on quoted securities at: 


£1,870 million rose by 5-9 per cent, compared with a 
rise of 14:5 per cent in 1960. It is estimated that not 


more than {740 million of the total figure found its 


way into personal disposable income. The balance is 
accounted for by taxation, the incidence of duplica- 
tion, in which interest and dividends formed part of 
the income of companies whose own dividends are 
included in the total, and the payment of interest and 
dividends to Government departments and institu- 
tional investors. 

'The increase in ordinary dividends last year at 
6 per cent was the smallest annual increase in ten 
years with the single exception of 1958. 





1 Interest and Dividends upon Securities Quoted on the Stock 
Exchange, London, 1961. 
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CITY NOTES 


HE trend of stock-markets in the approach to the 

Budget hardly suggests a widely-held opinion that 
the Chancellor has either the scope or the inclination 
to be particularly open-handed on Monday. 

The current tendency is to look for a holding opera- 
tion which will leave the Chancellor room for further 
manoeuvre later in the year. The only certainty in 
the Budget is the appearance of a capital gains tax 
about which the City has worked itself into a lather 
of dread anticipation. Such being so, there appears to 
be scope for the City to indulge in its familiar exercise 
of regarding anything that the Budget may bring in 
capital gains tax terms as “not as bad as expected'. 

If the Budget is a standstill affair there will be con- 
siderable danger of last July's restrictions being 
maintained for too long. It is much easier to restrict 
than re-expand. There is undoubtedly a case for 
raising the head of steam in industry. Industrial 
production, overall, has been static for far too long. 

Although Bank rate has come down from 7 per cent 
to 5 per cent, largely as an external measure, all the 
other July regulators which were introduced remain 
in force. While, therefore, the City hopes that the 
Budget will point to some dismantling of these controls 
there is doubt as to whether this will be so. 


RATES AND PRICES 


Closing prices, Wednesday, April 4th, 1962 


Tax Reserve Certificates: interest rate (24.3.62) 3% 


Bank Rate Money Rates 
June 23, 1960 6% Oct. 5, 1961 61% Day to day 38-48% Bank Bills 
Oct.27,1960  .. 540  Nov.2, 1961 6% 7 days š 34-48% 2 months 415-45 % 
Dec. 8, тобо .. 5% Mar. 8, 1962 53% 38 Tos inn "m" 3 o: 410 
1 6 T ve . 22, 196: D 9 mon ° 4 топ 416—4 
July 26, 1961 7% Mar. 22, 1962 596 У months 51619 C mase Abad 
6 months 6-7% 
Treasury Bills Foreign Exchanges 
Jan. 26 £5 4s 10:064% Mar.2 £5 10s 1r26d% New York 2:811-$ Frankfurt 11:25-À 
Feb. 2 £5 45 493d% Маго £5 os 5894% Montreal .. 2'9531 Milan 1748-1 
Feb. 9 £5 85 0-744%  Mar.16 £4 175 757d% Amsterdam .. 10°143-} Oslo 20:041—05 
Feb. 16 £5 9s 10°81d% Mar. 23 4 9s o47d% Brussels .. 140:131–% Paris E: 
Feb.23 £5 ros 747d% Маг. здо £4 85 11649; Copenhagen 19:361—37 ^ Zürich 12:23 
Gilt-edged 
As well as the usual prices quoted at the close of business on press day, we also give below the 
quarter-end prices — a practice which will be followed at the close of each quarter in future. 
March 30th, April 4th, March 30th, Abril 4th, 
1962 1962 1962 1962 
Consols 495  .. 6245 628 Funding 3% 59-69 821 821 
Consols 2375. .. ae дої 403 Savings 3 % 60-70 8o 8o 
Conversion 5% 1974 921i 92% Savings 3 % 65-75 71 f 71% 
Conversion 5% 1971 923 923 Savings 24% 64-67 . 86$ xd 86 kxd 
Conversion 33 % 1969 858 855 Treasury 54% 2008-12 87% 87$ 
Conversion 3%% dc 54% 540 Treasury 5 % 86-89 833 83$ 
Exchequer 54% 1966 99% 9948 Treasury 34% 77-80 71 f 71% 
Funding 54% 82-84 .. 916 91$ Treasury 34 % 79-81 704 704 
Funding 4% 60-90 .. 87 ха 873 ха Treasury 24% ХА 39% 398 
Funding 33% 99-04 .. бо} боў Victory 4% .. ТА v 95$ 96 
Funding 3% 66-68 858 854 War Loan 34% “A 56 5st 
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The Expanding Profession 


SCOTTISH INSTITUTES ANNUAL MEETING 


The annual general meeting of The Institute of 
Chartered Accountants of Scotland was held at Char- 
tered Accountants’ Hall, 27 Queen Street, Edinburgh, 
on March 28th, with the President, Mr Graham A. 
Usher M.B.E., T.D., C.A., in the chair. 

The admission to the Institute of forty-three new 
members, whose names are shown at the end of this 
report, was approved, and following the adoption of 
the accounts of the Institute for the year 1961 and the 
annual report of the Council for 1961-62, Mr Usher 
delivered his presidential address. 


President’s Address 
In the course of his address the President said: 


‘This has been another very busy year in the history of 
our Institute and it well bears out the remarks I made 
when I took office last year when I said that there were 
many problems to be dealt 
with and that the respon- 
sibilities would be heavy. 

‘Today I propose to 
speak firstly about the 
general development of 
our profession, including 
the ever-widening scope of 
services we supply and the 
increase in our responsi- 
bilities not only to our 
clients but to the public 
at large, and secondly I 
propose to refer to some 
of the steps which our In- 
stitute has taken, and is 
taking, not only to keep 
abreast of the present 
situation, but to keep 
ahead and to give the lead 
which for so long has been expected from the Scottish 
chartered accountant. ç s Р 

“In the early days of our Institute, our immediate aim 
was to turn out into the world an accountant who was a 
well educated man and soundly grounded in the main 
principles of accountancy. After he had qualified it was he, 
and he alone, who upheld the proud position of Scottish 
accountancy. He could go almost anywhere throughout the 
world and set up in practice himself, because you will 
realize there were no other bodies of accountants in exist- 
ence at that time. Those good old days when the qualifica- 
tion of C.A. automatically opened all doors have unfortun- 
ately largely gone. time went on accountancy bodies 
were set up in countries abroad and, of course, in England 
and Wales as well as in Ireland, and the hand of our 
members is to be seen in the development of many of them. 

‘In the United Kingdom our profession is not “closed”, 
Members of the recognized accountancy bodies are eligible 
for appointment as auditor under the Companies Act, 
1948, and although it is not always appreciated, so are 
accountants from overseas who satisfy the Board of Tiade 
that their qualifications are suitable. I understand that 
there are in fact over 500 people with overseas qualifications 
recognized for this purpose. 





Existence of Barriers 


*In some other countries the position is different: the 
profession is “closed” and qualification to practise depends 
on membership of an appropriate accountancy body. 


“In many overseas countries our members have rights 
and privileges equivalent to those which we in this country 
extend to the 500 overseas accountants to whom I have 
referred, but in some other countries various barriers 
nowadays exist to the exercise by our members of full 
practising rights — indeed, in some countries no recognition 
at all is given for purposes of qualification to practise to the 
long and arduous training which our members have 
undertaken. 

“It is obvious that individual members are not in a 
position to stand up to foreign accountancy bodies or, for 
that matter, to foreign discriminatory legislation. It was 
therefore essential that our Institute should come forward 
in support of the interests of our members, for you must 
remember that we who practise in Scotland form a minority, 
though a very important minority, of our Institute, but 


whether our members аге in practice here or abroad or аге -> 


in commerce or in industry, the Council of the Institute 
has their future continually before it. In the course of our 
conversations with overseas institutes, we have naturally 
got to know many of them well. We must not forget that 
the accountancy profession likes to look upon itself as an 
international one and it is as much in the interests of 
foreign institutes that their members should be able to 
press freely throughout the world as it is for our members 
to do so. 


Accountant's New Role 


"Turning to some of the services which we render, there 
is no doubt that the old days are past when the auditor 
was the watch-dog who merely barked at the end of his 
chain. The role of the practising accountant has gone far 
beyond the rather negative one when to a considerable 
degree it was that of guardian of the interests of others 
from the unscrupulous, but certainly not from the in- 
efficient. То the private individual, to the smaller businesses, _ 
or to the large companies, the accountant is now a great 
source of guidance on an ever-widening range of subjects. 
For instance, under the general heading of management 
accountancy, and this also affects our members employed 
in industry, the accountant has a great deal to contribute. 
''oo much of this work has been left in the past to firms of 
management or industrial consultants who can certainly 
not have the same intimate knowledge of companies as is 
possessed by those who were acting as auditors of or 
accountants to the businesses concerned. Is it looking very 
far ahead to suggest that the roles of auditor and, within 
certain limits, of management consultant may one day be 
combined and possibly required by statute? Already in 
certain Scandinavian countries it is the duty of the auditor 
not merely to report that the accounts show a true and fair 
picture, but also to report on the general conduct of the 
business during the year. I can well imagine certain 
directors of companies in this country holding up their 
hands in horror at any such development, but after all is 
there anything so very radical about it? At present we find 
industrial consultants and experts in management account- 
ing being called in to make these reports, the only differ- 
ence being, of course, that their reports, though in greater 
detail than I envisage here, are made privately to the 
directors and not disclosed to the shareholders. It seems 
that the experience in Scandinavia is that it does not cause 
undue difficulties between auditor and director, because 
after all there it is a statutory duty to make these reports 
and further the fact that such reports have to be made does 
not worry the well-run and efficient company, while it 
does keep the less efficient company on its toes. 

*At this point I would stress the necessity that when you 
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are dealing with people in commerce and industry, you 
must keep a sense of proportion. Nothing does more narm 
to the relations between the profession and the business world 
than the auditor who insists upon accounts being altered for 
some relatively minor adjustment of, say, £30 or £40, when 


A 


of thousands of pounds for such things as work in progress, 
Stock, provisions for claims, etc., some of which are bound 
to have a considerable element of estimation in them 


*Our Responsibilities" 


‘Next I would turn to the question of our responsibi'ities. 
For a good many years now solicitors in England have had 
to produce annual accountant's certificates in relaticn to 
their accounts. Ја Scotland solicitors may in certain 
circumstances require to produce accountant's certificates 
to 'Thé Law Society of Scotland. Within the last few days, 
the Council of the London Stock Exchange proposed to 
require its members to obtain annual reports by accountants 
on their affairs. We hear of proposals to require estate 
agents to produce accountant's reports each year. It is, 
I think, a great tribute to our profession that we shou d be 
called upon to undertake responsibilities such as these to 
safeguard the interests of those engaged in others о: our 
great professions and those whom they serve. Not аё it 
stops there: accountants’ reports and certificates аге 
required for many other purposes — even in the realras of 
chance we are now required to report annually or the 
accounts of bookmakers in connection with the ћогзе- 
racing betting levy scheme. 

‘These, then, are some of the developments whick are 
taking place and I shall now give an outline of the steps 
which have been taken, and which are being taken by the 
Institute to deal with them. In order to keep the traming 
of our apprentices up to the highest standards, as you Enow 
we reorganized our whole programme and methods = few 
years ago. We are one of the few professions where a prac- 
tical apprenticeship still exists and we are convinced that 
it has many great advantages which we would not be pre- 
pared to see disappear. We give our apprentices a traming 
from which they can look at industry from the top down- 
wards, Our apprentices have the opportunities of sceing 
into a wide and varied range of businesses and indus-ries, 
W instead of, as is the case with so many industrial apprertice- 

ships, only seeing how one particular company works We 

realized, however, that part-time study in the evenings was 
insufficient to cover the great variety of subjects anc the 
theory which has to be learned, nor was it generally possible 
for an individual master to provide within his own prectice 
the full range of practical experience nor all the theoretical 
instruction which was essential. We therefore insti-uted 
compulsory attendance at a university on a full-time basis 
for one complete session of three terms and, in additicn, at 
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all the main centres we provide Institute classes which 
give the instruction required by our apprentices during 
the four years when they are not at the university. Our 
syllabus tends to get wider as the years go by, and amongst 
other things the importance of instruction in management 
accounting and in estate duty is very much before us, Now 
that a full and wide education is so generally apprecinted 
and more readily available than in the past, I would not be 
at all surprised to find that in the not too far distant future 
virtually all young chartered accountants would in fact also 
be university graduates, having completed a full degree 
course of three years at a university followed by an appren- 
ticeship of, say, three further years. 

‘With a view to keeping our Institute well in the lead, 
we appointed the Special Committee on the Institute’s 
Future Policy. One of the committee’s main recommenda- 
tions and one which we are proposing to accept is that we 
should now set up a Research Committee to consider the 
ways and means of keeping in the forefront of accountancy 
thought. We are satisfied that these days in a rapidly 
expanding profession such as ours indeed is, there is.no 
room for an Institute which is not prepared to be con- 
tinually examining and developing all avenues of progress 
and change in accountancy matters. 


Mr Usher concluded his address with a word of 


appreciation of the assistance and guidance of the 
Secretary of the Institute and his staff. 


OFFICE-BEARERS for 1962-63 


As announced in Weekly Notes in last week's issue, 
Mr James C. Stewart, c.a. (Glasgow), was elected as 
President and Mr W. L. Milligan, B.A.(CANTAB.), CA., 
гр. (Edinburgh), as Vice-President for 1962-63. 

Members of the Council for 1962-63 were elected 
as follows: 


Members practising in Scotland: Mr T. 5. Aitchison 
(Hawick); Mr J. M. Cowie (Glasgow); Mr J. А. Crawford 


'(Edinburgh); Mr J. G. W. Davidson (Aberdeen); Мт G. D. H. 


Dewar (Glasgow); Mr James R. Gellatly (Dundee); Mr 
John Grant (Aberdeen); Mr James Haldane (Edinburgh); 
Mr William Halliday (Glasgow); Mr W. D. Johnston 
(Elgin); Mr Robert Kemp (Glasgow); Mr Festus Moffat 
(Falkirk); Mr G. C. Patterson (Edinburgh); Mr Andrew 
Rintoul (Glasgow); Mr J. M. Ritchie (Edinburgh); Mr R. J. 
Scott (Glasgow); and Mr W. Forster Simpson (Dundee). 

Members practising in the United Kingdom outside Scotland: 
Mr T. G. B. Matheson (London) and Mr W. K. M. 
Slimmings (London). 

Two members not in practice: Mr John Black (London) 
and Mr I, W. D. Macdougall (Glasgow). 


ADMISSIONS TO MEMBERSHIP 


Forty-three members weze admitted to the Institute as follows: 


Adamson, R. А., Glasgow 
Anderson, J. W., Aberdeen 


Begg, J. C. B., Edinburgh 
Birch, R. F., Edinburgh 
Cameron, J., Glasgow 
Carter, Е. H., Glasgow 
Charles, P. I., London 
Craig, J. D., Edinburgh 
Cross, G. N., London 
Cunningham, J. B., Dundee 


Dawson, N. G., London 
Ellis, F., London 


Finlayson, G. L., London 
Forrest, D. L., Glasgow 


Gouck, 


Gair, M. M., Glasgow 
Gilchrist, I. _., Glasgow 
R. С S., Dundee 
Grant, C., Dandee 
Heath, J. D. J., Edinburgh 
Hodgson, P., Glasgow 
Howat, H. S., Glasgow 
Jory, R. P. EL, London 
Keeley, M. А., Glasgow 
Kelly, E., Dundee 

Kerr, J. P. A, Glasgow 
Kesson, D. Е., Glasgow 
Laird, D. R., Glasgow 
Lambie, J., Glasgow 
Marshall, А. 2,, Glasgow 


O'Neill, C. P., Glasgow 

Philip, I. G., Edinburgh 

Porter, J. B., Newcastle upon 'Tyne · 
Qureshi, S., Glasgow 


Rankin, H. C. D., Glasgow 
Recordon, P. L. W., London 
Ritchie, А., Greenock 


Shaikh, Y. M., Edinburgh 
Shaw, I. D., Edinburgh 
Simpson, N. L., Aberdeen 
Sproul, R., Glasgow 

Stuart, K., Glasgow 
Vinestock, D. D., Edinburgh 


Waters, P. G., Glasgow 
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EAST ANGLIAN SOCIETY OF 
CHARTERED ACCOUNTANTS 


DINNER AT COLCHESTER 


One of the most important functions of accountants 
was to stop people like himself from behaving foolishly 
with money, said Mr J. V. Sheffield, chairman of 
Norcros Ltd, proposing the toast of "The Institute of 
Chartered Accountants in England and Wales', at the 
annual dinner of the East Anglian Society of Char- 
tered Accountants at Colchester on March 3oth. And 
for this function, in his view, they were paid far too 
little. 


Problem of Size 


Responding to the toast, the President of the 
Institute, Mr.P. F. Granger, F.c.a., referred to the 
service which the Institute renders to its members and 
which, he said, was complicated these days by its 
size. The Institute membership, said Mr Granger, 
now stood at over 35,000; of this figure 10,500 were in 
public practice in the United Kingdom, and another 
4,000 were overseas; 18,500 were employed within the 


profession or in industry. Something like 3,006 articled 
clerks were registered each year. “We run up against 
this problem of size all the time', said Mr Granger, 
“and one of our main difficulties is to ensure that we 
continue to look after the individual.’ 

Mr Granger referred to the investigation which was 
being conducted into the needs of small practitioners, 
which was engaging the attention of the Institute and 
district societies all over the country. А great deal of 
work in regard to this had already been done, he said, 
but there was of course a great deal more to do. 


The toast of “The Guests’ was proposed by the Vice- ` 


President of the East Anglian Society, Mr A. K. 
Shepherd, Е.С.А., and responses were made by the 
Mayor of Colchester and by Mr P. C. Benham, 
M.B.E., T.D. 

Mr E. A. Bland, р.5.0., F.C.A., President of the 
Society, was in the chair, and music was provided during 
the dinner by the Band of the Staffordshire Regiment. 





Taxation Case 


A full report of the case summarized in this column 
will be published, with a Note on the Judgment, in 
the ‘Annotated Tax Cases’. 


Lazard Investment Co Ltd v. Rae 
In the Court of Appeal — March 13th, 1962 


(Before the MASTER or THE RoLLs (Lord EvERSHED), 
Lord Justice UpjoHN and Lord Justice DiPLock) 


Income tax — Shares held in overseas company — 
Distribution by that company of shares in another 
overseas company — Whether income arising from 
overseas possessions — Income Tax Act, 1952, Schedule 
D, Case V. 


The appellant company, an investment-holding 
company, held 2,000 shares in a United States com- 
pany (Certain-teed), which in turn held shares in 
another United States company (Bestwall) Both 
overseas companies were incorporated in Maryland. 


Up to July 1956, Certain-teed carried on the manu- · 
facture and selling of asphalt roofing material and also’ 


the manufacture and sale of gypsum and paper 


' of the business was transferred to Bestwall in ex- 


products. In that month the gypsum and paper side 
change for 715,145 shares in the latter. Certain-teed 
then decided to distribute these Bestwall shares: 
among its own members, and in August 1956 the 
appellant company received 6663 Bestwall shares in 
respect of its holding of 2,000 shares in Certain-teed. 

The law of Maryland authorized any corporation 
of that State to declare a 'partial liquidating distri- 


№ 


w 


bution’ to its stockholders, and enabled the distribu-- 


tion to be effected by the transfer of a portion of the 
assets of the distributing company. The distribution 
was not to impair the company's stated capital. 
Certain-teed did not declare a dividend in order to 
make the distribution in question, and the 666% 
Bestwall shares was a part of Certain-teed's capital 
assets. 

ТЕ was ны on behalf of the respondent that 
the 6662 shares іп Bestwall formed a receipt of the 
appellant company taxable under Case V of Schedule 
D as income arising from a possession out of the 
United Kingdom. It was contended on behalf of 
theappellant that the shares represented a return to the 
appellant of a part of the capital of Certain-teed, and 
that the shares were not a taxable receipt. The Special 
Commissioners decided in favour of the appellant. 

Held (reversing the decision of Mr Justice 
Plowman): The 6662 shares in Bestwall did not 
represent taxable income of the appellant. 


У: 
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THE ASSOCIATION OF 
4 CERTIFIED AND CORPORATE ACCOUNTANTS 


Extracts from the Report of the Council for 1961 


The following are extracts from the annual report of the Association for the year 
1961 to be presented at the fifty-seventh annual general meeting to be held in the 


Queen Mary Hall, Y.W.C.A. Building, Great Russell Street, London 
on Tuesday, April 17th 


Council and Committee Meetings 


During the year eight Council meetings and 152 committee 
meetings were held..There were also thirty-four meetings of 
joint committees, delegations, etc. 


Membership 


'The number of new members admitted during the year was 
340; 4. were readmitted, and 185 associates were advanced 
to fellowship. The membership of the Association at the 
end of the year was 11,006, consisting of 2,663 fellows and 
8,343 associates. 


Students and Graduates 


The number of students and graduates on the register at 
December 31st, 1961, was 9,241. During 1961 there were 
2,196 new registrations and 7,028 renewals. 


Revision of Examination Regulations 


Further amendments to the examination regulations were 
necessitated by important developments in commercial 
education in Scotland. 

In 1959 the Secretary of State appointed the Scottish 
Technical Education Consultative Council, consisting of 
representatives of industry, commerce and education, to 
advise him on the development of vocational further 

-education in Scotland. -. 

'That Council reported in March 1961, following which 
the Secretary of State set up a new body, to be known as the 
Scottish Council for Commercial Education, to take over 
the functions of the former National Committee (Scotland) 
for Commercial Certificates and to be responsible for the 
development of commercial education in Scotland. Тће 
Association is represented on the new council by Mr R. 
Archbold, of Edinburgh, and the Secretary of the Associa- 
tion is a member of the Professional Studies Committee. 

The syllabus of the Senior Commercial Certificate has 
been revised so as to include, as far as possible, all the non- 
specialist subjects of professional Intermediate examinations 
and the Association, in common with other professional 
bodies represented on the new council, has agreed in 
principle to the granting of exemption at the Intermediate 
examination on a subject-for-subject basis to holders of the 
Senior Commercial Certificate. 

А further development in Scotland which becomes effec- 
tive in 1962 is the introduction of the new Scottish Certificate 
of Education, which replaces the Scottish Leaving Certifi- 
cate. The standard of the Scottish Certificate of Education 
at ordinary grade will be equated to that of the G.C.E. at 
ordinary level, and the Council of the Association has 
decided to grant exemption from the Preliminary examina- 
tion on similar terms. 

'The Council of the Association has also decided to permit 
students to prepare for the Intermediate examination by 
means of a two-year course of full-time study at an approved 
educational institution. At present this will be optional and 
students remain free to pursue the more traditional method 
of preparation by part-time study, if they so prefer. The 
requirements as to the practical experience necessary for 
admission to membership remain unchanged. 


WC1,at 12 noon 


Association of Chief Financial Officers in the 
Hospital Service 


'The Association of Chief Financial Officers in the Hospital 
Service in England and Wales expressed to the Council a 
desire to award an annual prize of five guineas to the student 
in the hospital service who achieved the best performance 
at the Association's Final examination each year. The 
Council indicated its appreciation of this suggestion, which 
it accepted with gratitude. The first award will be made in 
respect of the year 1961. 


Branches and District Societies 


The President and Secretary once more had the pleasure of 
visiting those branches and district societies holding annual 
dinners, as well as a number of others at which less formal 
social occasions had been arranged. š 

Бо far as concerns district society activities generally, 
unhappily it cannot be said that the Council's repeated 
exhortations to members have as yet produced much per- 
ceptible effect. 

This does not, however, in any way diminish the 
Council’s gratitude to district society officers, some of 
whom must often feel that they are fighting a losing battle 
against apathy and indifference. Their efforts are greatly 
appreciated, as also is the support of those members who 
realize that their obligations to the Association do not cease 
with the payment of their annual subscription. 

In an effort to improve the position, the London District 
Society is making an experiment in which some of the larger 
provincial societies may well be interested. It is intended 
to organize the outer London area into a number of local 
centres, if possible with the co-operation of local colleges 
of commerce. The first such centre has been set up at 
Bromley and others are proposed at Harrow and Kingston 
upon Thames. Members interested in assisting and sup- 
porting the new centres are asked to communicate with the 
Honorary Secretary of the London District Society. 


Premises 


Up to June 196: the Association enjoyed the benefit of a 
pre-war lease at 22 Bedford Square. The lease expired at 
that time and a renewal has since been granted by the 
trustees of the Bedford estate. This is for a period of ten 
years only and, it need hardly be said, is at a very consider- 
ably increased rental. 

It is not possible, however, to regard this as providing 
any remedy, except in a limited Ps temporary sense, for 
the Association's problem of accommodation. The growing 
activities of the Association and necessary (but so far 
impracticable) additions to the staff make it impossible to 
contemplate remaining at 22 Bedford Square for very long 
without seriously impairing the.secretariat’s ability to dis- 
charge its functions adequately. 

Renewed steps are therefore being taken to seek other 
premises at which it is hoped that the Association will be 
able to offer both to its members and staff amenities appro- 
priate/to its size and standing. In this connection the 
анен Нол of members is drawn to later paragraphs of this 
report, 

РА 


ТНЕ 


424 


Eighth International Congress of Accountants, 1962 


'The Eighth International Congress of Accountants will be 
held at the Waldorf-Astoria, New York, from September 
23rd to 27th, 1962. The theme of the congress is ‘Auditing 
and Financial Reporting in the World Economy’. Full 
details of the programme were published as a supplement to 
The Accountants Journal in June 1961. 

'he Association is arranging charter flights at a cost of 
£56 return per person, London-New York-London, for 
the benefit of members who wish to attend. Further details 
can be obtained from the Secretary at 22 Bedford Square, 
London ҰС. 


European Congress of Accountants, 1963 


Following the Seventh International Congress of Account- 
ants in Amsterdam in 1957, Mr Kraayenhof, the President 
of that congress, took certain steps to ascertain the views of 
European accountancy bodies generally on the desirability 
of organizing a European congress of accountants on similar 
'lines to those of international congresses. The question 
arose because in 1952 and 1957 members of the accountancy 
bodies in Europe had been able to attend in large numbers at 
congresses on an international basis, but in 1962 the congress 
is to be held in New York and it is likely that the next follow- 
ing international congress in 1967 will also be held outside 
Europe. This means that only a limited number of European 
accountants will be able to attend an international congress 
until 1972 at the earliest. For this reason it was felt that there 
would be great advantage in holding European congresses 
between international congresses in order to maintain those 
contacts between accountants in Europe which since the 
war have grown so rapidly and have proved so beneficial. 
Mr Kraayenhof's suggestion received universal approval 
and from his inquiries it seemed clear that there was a 


definite and general feeling that it would be particularly. 


appropriate if The Institute of Chartered Accountants of 
Scotland, the oldest accountancy body in the world, could 
be persuaded to undertake the organization of the first such 
congress. 

The Scottish Institute was good enough to accept this 
suggestion and following discussions it has been decided 
that a European congress will be held in Edinburgh during 
the week commencing September 8th, 1963. A Congress 
Policy Committee has been appointed on which the Asso- 
ciation is represented by Mr J. E. Harris, and at the 
first meeting thereof Mr Alexander McKellar, immediate 
past president of the Institute, was unanimously elected 
President of the Congress. Mr E. H. V. McDougall was 
appointed Congress Secretary. 

Further information as to congress arrangements will be 
issued to members from time to time, and it is hoped that 
the Association will have a strong representation in Edin- 
burgh. 

Research 


The Technical Research Committee; its sub-committees 
and panels, held forty meetings during the year. 

The Taxation subcommittee continued work on two 
studies on back duty and double taxation relief and com- 
menced a new study on estate duty. The subcommittee 
also assisted the Council in the preparation of a memor- 
andum on Revenue procedure for submission to the Select 
Committee on Estimates, and of a memorandum to the 
Chancellor of the Exchequer containing suggestions on the 
Budget and proposals for the simplification of the present 
taxation system. 

The Management Accounting subcommittee continued 
work on a study dealing with management accounting for 
the small business. Members of the subcommittee also 
took a leading part in the week-end school on Management 
Accounting. 

The Electronic Data Processing subcommittee com- 
pleted work on its third study entitled Electronic Data Pro- 
cessing III — The Planning and Installation of a Computer, 
which was published in April 1961. The subcommittee 
subsequently commenced work on its fourth study entitled 


E 
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Electronic Data Processing IV — Management Control and 
Auditing, which it is expected will be published in the 
summer of 1962. 


Tbe Universities and the Profession 


Changes in the special degree courses at Leeds, London, 
Manchester and Southampton were approved by the 
councils of the accountancy bodies represented on the joint 
standing committee, and details of the revised courses are 
included in the current issue of the handbook published in 
September 1961. Copies may be obtained from the Secre- 
tary of the Association on request. 

А successful conference at Burwalls, the hall of residence ` 
of the University of Bristol, from September 22nd to 24th, 
1961, was attended by members of the joint standing com- 
mittee, representatives of the local joint committees and 
representatives of the universities. A varied programme 
included sessions dealing with domestic matters and the 
training methods of the Law Society and the Institute of 
Chartered Accountants of Scotland, respectively. The final 
session was devoted to a discussion on the recommendations 
of the Parker Report. During the domestic session the 
President of the Association spoke on training schemes in _ 


industry approved by the Association . . . Б 


Practising Certificates 


Following the special resolution at the last annual general 
meeting of the Association, steps have been taken to provide 
all members in practice with practising certificates. All such 
members should by now have received these, and any who 
have not should communicate with the Secretary at once. 

'The Council desires to emphasize that no member of the 
Association is permitted to engage in public practice 
whether whole-time or part-time, unless he has first 
obtained from the Association a certificate authorizing him 
to practise. 


Increase in Membership Subscriptions 


In an earlier part of this report reference was made to the 
renewal of the lease at Bedford Square and to the fact that 
this does little to remedy the Association's difficulties of 
accommodation. The Association is the second largest 
body of accountants in the United Kingdom, with an in- q 
creasing membership and a growing register of students. 
It is hardly necessary to remind members of the extent to 
which the activities of all professional bodies have multiplied 
over the last decade. Nor are these activities any longer 
restricted to purely domestic affairs. 'T'he present report, for 
example, will give members some idea of the Association's 
commitments in this respect, and it would be unrealistic to 
suppose that they will not increase. 

'These and other obligations cannot be discharged properly 
unless the Association has adequate staff and:accommoda- 
tion, and in the Council's view it is essential that the 
Association's headquarters should be not only adequate to 
house that staff, but also appropriate to the standing and 
activities of the Association. Moreover, members themselves 
are entitled to expect facilities for reference, research and 
consultation which they cannot at present enjoy. 

'The Council is always reluctant to suggest an increase in 
membership subscriptions, but it is perhaps not inappropri- 
ate to mention that the current level of those subscriptions 
is only slightly more than twice that of 1939. Bearing in 
mind increases in cost of a very much greater extent which 
affect every conceivable aspect of the Association's work, 
members will no doubt agree that the increase so far over 
pre-war rates has been exceedingly modest and that even 
with the addition now proposed, the percentage increase 
will still be noticeably below that affecting almost all goods 
and services, The last increase in membership subscriptions 
was approved in 1956 and, while in the year under review it 
has been possible to maintain the surplus at about £5,000, 
this represents a far greater achievement than the accounts 
perhaps suggest. The Council accordingly recommends the 
acceptance of the resolution. 


. 
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Resignation from the Council 

Provost W. Macfarlane Gray, O.B.E., J.P., resigned from the 

Council with effect from September 13th, 1961. 
Provost Macfarlane Gray was admitted to membership 
^ of the Corporation of Accountants in 1933, and was 
already serving as a member of the Council of the Cor- 
poration at the time of the merger with the Association 
in 1939. He continued to serve on the Council of the joint 
body, and was elected President of the Association in 
1954, the Association's Golden Jubilee Year. He presided 
over the jubilee celebrations with great distinction and 
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was re-elected President for the following year. In 1958 
he was elected Provost of the Royal Borough of Stirling 
and was re-elected for a further term of three years in 
1961. In the same year, he was awarded the о.в.Е. in 
recognition of his public services. 

'The Council has accepted Provost Macfarlane Gray's res- 
ignation with great regret and desires to record its appreciation 
of his outstanding services to the Association over the 
course of the last twenty years, and to express its sincere 
good wishes for his future health and happiness and that of 
Mrs Macfarlane Gray. 


WEEK-END SCHOOL AT CAMBRIDGE 


A very successful residential course was held at St 
John's College, Cambridge, last week-end by The 
Association of Certified and Corporate Accountants. 
Nearly one hundred members attended. 

'The President of the Association, Mr G. L. Barker, 
F.A.C.C.A., welcomed those attending at an informal 
sherry party in the Old Music Room on the Friday 
evening. 

'There were four business sessions and papers were 
presented on "Ihe accountant and the Common 
Market’, by Mr Н. Shearing, А.А.С.С.А., principal 
lecturer, Ealing "Technical College; 'Some aspects 
of management and statutory auditing', by Mr L. A. 
НИ, А.А.С.С.А., manager, Methods and Procedures 
Division, Shell International Petroleum Co Ltd; 


^ 


“The relationship of the accountant to his client and 
the Inspector of Taxes’, by Mr A.W. Nelson, A.A.C.C.A.; 
and ‘Education and training for the profession’, by 
Mr E. C. D. Evans, B.sc.(ECON.), Е.А.С.С.А. 


Except for the first session which took the form of a 
general discussion, the pattern of the course followed 
that adopted in previous years. During the first part 
of each session those attending dispersed for group 
discussions. At the conclusion of the discussions and 
after a break for refreshments, members reassembled 
in the Debating Chamber of the Cambridge Union 
Society where the author of the paper, assisted by 
members of the panel, answered questions submitted 
by the group leaders. 

On the Saturday evening a guest night dinner was 
held in Hall at which the President of the Association 
took the chair. Among those present were Mr A. M. P. 
Brookes, M.A., Junior Bursar, St John's College, 
Cambridge; Mr J. G. W. Davies, O.B.E., M.A., Secre- 
tary, University of Cambridge Appointments Board; 
Dr N. F. M. Henry, PH.D., Steward, St John's College, 
Cambridge, and Professor J. R. N. Stone, C.B.E. 
sc.D., P. D. Leake Professor of Finance and Accounting. 





vs 


From left to right, seated: Mr H. SHEARING, А.А.С.С.А., author Paper I; Mr E. C. D. Evans, B.SC.(ECON.), F.A.C.C.A., 


author Paper IV; Мг В. STATHAM, C.B.E., J.P., F.A.C.C.A., member of the Panel Sessions II and III; Mr E. SPENCER, F.A.C.C.A., 
Vice-President of the Association; Mr G. L. BARKER, F.A.C.C.A., President of the Association; Mr J. H. HILLS, F.A.C.C.A., 
member of Council and Chairman of Session II; Mr V. J. OXLEY, B.SC.(ECON.), F.A.C.C.4., Chairman of the Taxation and 
Research Committee, Chairman of Session Ш and member of Panel Session IV; Mr А. W. NELSON, A.A.C.C.A., author Paper ПІ; 
Mr L. A. HILL, A.A.C.C.A., author Paper II. Standing: Mr M. G. WRIGHT, B.COM., A.A.C.C.A., member of the Panel Session II; 
Mr С. L. СОРЕ, F.A.C.C.A., leader of Group D; Mr D. R. Dawes, A.A.C.C.A., member of the Panel Session III; Mr N. R. 
RIBBLE, B.SC.(ECON.), A.A.C.C.A., member of the Panel Session IV; Mr J. Сплоу, F.A.C.C.A., leader of Group Е; Mr D. F. 
GOCH, A.A.C.C.A., leader of Group В; Mr J. SPRINGER, F.A.C.C.A., member of the Panel Session II; Mr J. С. W. Dav, B.COM., 
F.A.C.C.A., leader of Group A; Mr V. MARLAND, A.A.C.C.A., leader of Group E; Mr А. R. W. HILL, A.A.C.C.A., leader of Group C. 
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Notes and Notices я 


PROFESSIONAL NOTICES 


Messrs C. Percy BARROWCLIFF & Co, Chartered 
Accountants, of Middlesbrough, Newcastle upon 
Tyne, Leeds and Wakefield, announce that Mr 
WILLIAM LESLIE PAUL STIRLING, A.C.A., was admitted 
a partner as from April 1st, 1962. 


Mn Ковевт C. BENNETT, A.C.A., announces that 
from April rst, 1962, he has taken into partnership 
Mr PETER STOPPARD, A.C.A., who has been associated 
with the firm for eight years. The practice continues 
to be carried on at Bristol and Chipping Sodbury in 
the style of Ковевт C. BENNETT & Co. 


Messrs Brown, FLEMING & Murray, London, 
announce that Mr P. N. G. PRICE, A.C.A., was admitted 
into partnership on April 1st, 1962. 

Mr JOHN CLAPTON, Е.С.А., of Mitre Chambers, 75 
New Street, Salisbury, Wilts, announces that Mr 
Комар М. MILLAR, A.C.A., has been admitted into 
partnership as from April 1st, 1962. Тће firm's name 
will be CLAPTON & MILLAR. 


Messrs Davig, Parsons & Co, Chartered Account- 
ants, of 18 Finsbury Circus, London EC2, announce 
that Mr C. M. WENBORN, А.С.А., has been admitted 
into partnership as from April 1st, 1962. 


Messrs Day, SMITH & HUNTER, Chartered Account- 
ants, of Star House, Maidstone, announce that as 
from April 1st, 1962, Mr DAvID REVELL SMITH, F.C.A., 
has been admitted as a partner. 'T'he style of the firm 
remains unchanged. 


Messrs DELOITTE, PLENDER, GRIFFITHS & Со, 
Chartered Accountants, of London, announce the 
formation of an associated firm under the same name 
at т King John’s Chambers, Bridlesmith Gate, 
Nottingham. The partners in the associated firm are 
Mr R. T. M. МесРнап, Mr С. ВОМЕЕ-ГЕЕ, Мг D. D. 
КАЕ Ѕмітн and Mr S. P. WILKINS of the London firm, 
and Mr K. A. BuxroN, Mr H. Т. ScorHonNE, Mr 
T. M. PRAGNELL and Mr J. H. Hewitt of Messrs 
MzLLoms, Ваѕреч & MELLors, Chartered Account- 
ants. Тће latter firm continues to practise at the same 
address without any change in its constitution. 


Messrs FORRESTER, Воур & Co, Chartered Account- 
ants, of 26 South St Mary's Gate, Grimsby, announce 
that as from April rst, 1962, they have taken into 
partnership Mr Jonn MARTIN KEILY, F.c.A., who has 
for a number of years been a local partner in their 
Louth branch office. 


Messrs НоснЕз & ALLEN, Chartered Accountants, 
of Kingsway House, 103 Kingsway, London WC2, 






56 VICTORIA STREET, LONDON, SWI 





JOHN FOORD & COMPANY 
REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


announce the admission of Mr PATRICK VIVIAN LE 
NEVE FOSTER, A.C.A., as a partner of the firm as from 
April 15, 1962. 


Messrs КЕЕМЅ, SHAY, KEENs & Co, Chartered 
Accountants, Bilbao House, New Broad Street, 
London EC2, and branches, announce that Mr 
ALBERT Јонм PEDLEY, F.C.A., retired from the partner- 
ship on March 31st, 1962, and that Messrs PETER 
PHILIP KEENS, A.C.A., and LAWRENCE ARTHUR WARD 
JORDAN, A.C.A., who have been members of the staff 
for some years, were admitted to the partnership on 
April 1st, 1962. 


Messrs KERSHEN, FAIRFAx & Co, Chartered Ac- 
countants, of 26 Dorset Street, Gloucester Place, * 
London М1, announce that Mr MARTIN B. KERSHEN, 
А.С.А., who has been with the firm since 1954, was 
admitted as a partner from April 1st, 1962. 


Messrs LavroN-BENNETT, BILLINGHAM & Со, 
Chartered Accountants, of 23 Blomfield Street, 
London Wall, London EC2, announce that Mr 
ARTHUR PATRICK MILLS, A.C.A., who has been a 
member of their staff for some years, has been admitted 


as a partner in the firm as from April 1st, 1962. 


NOTICE TO SUBSCRIBERS 


New and up-to-date wrapper addressing equip- 
ment now installed in the new offices of The 
Accountant in the Strand, London, may also be 
utilized for other purposes, including sub- 
scription renewal notices and readership analysis. 
Meanwhile the task of cutting and checking 
the thousands of new address stencils has been 
a major one for the staff of the subscription 
department; and the fact that the new equip- 
ment has had to be installed and in operation 
between the publication of two weekly issues 
was an added complication. 

Wrappers addressed by the new system will 
come into use with next week's issue of The 
Accountant. While every endeavour is being 
made to avoid inconvenience to readers any sub- 
scriber receiving an incorrectly or inadequately 
addressed wrapper is asked to correct and return 
it to The Accountant, 151 Strand, London WC2, 
without delay. 
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Messrs G. A. Levy & Co, Chartered Accountants, 
of 120-121 Newgate Street, Holborn, London ЕСт, 
announce that Mr MALCOLM JOHN GEE, A.C.A., has 
been admitted into partnership with effect from ‘April 


4st, 1962. The partnership will continue to be carried 


є 


on in ће name of G. А. Levy & Co. 


Messrs МАСКЕАМ & Linpsay, Chartered Account- 
ants, of Glasgow, announce that they have joined their 
practice with Messrs Mann, Jupp, Gorpon & Со, 
Chartered Accountants, Glasgow, in whose name the 
practice will be continued. Mr DONALD P. LINDSAY, 
С.А., has been assumed a partner of Мамм Jupp 
Совром & Co and Mr ANpREw W. MACLEAN, C.A., 
will be available to act in a consultative capacity. 


Messrs Mann, Jupp, Gorpon & Co, Chartered 
Accountants, of Glasgow, announce that Mr Јонм 
AITKEN, С.А. Mr WiLLIAM HARDIE, C.A., and Mr 
Поматр P. LINDsAY, C.A., have been assumed partners 
of the firm. 


Messrs KEITH Paterson & Co, Chartered Account- 
ants, of 139 Norfolk Street, Sheffield 1, announce the 
retirement from the firm and from active practice on 
March 31st, 1962, of Mr KEITH PATERSON, Е.С.А. Mr 
PATERSON has been in practice with the firm for thirty- 
six years, and has been senior partner since March 
1928. He will remain available for consultation by 
appointment with the continuing partners, Mr Harry 


.RoBINSON, F.C.4., and Mr RonBERT Hewarp GIBSON, 


Е.С.А. The name of the firm will remain unchanged. 


Messrs Peat, Marwick, MITCHELL & Co announce 
that Mr DoNALD BLACK, C.A., retired from the Hong 
Kong partnership as from March 31st, 1962. 


Messrs Rickard & Co, Chartered Accountants, of 
20 Southampton Place, London WC1, announce that 
they have opened an office at 187A High Street, 
Romford. 


= Messrs AUSTRAL, Вутку & Co, Chartered Account- 


ants, of Central Chambers, Bearwood Road, Smeth- 
wick 41, Staffs, announce that Mr A. T. PITT, A.C.A., 
and Mr C. В. Ry ey, A.C.A., have been admitted into 
partnership as from April 2nd, 1962. Тће firm's name 
will remain unchanged. 


Messrs SHELVOKE, PICKERING, JANNEY & Co, Char- 
tered Accountants, of 36 Cannon Street, Birmingham 2, 
announce that Mr P. R. JANNEY, A.C.A., has been taken 
into partnership as from April 2nd, 1962. 'T'he firm's 
name will remain unchanged. 


Mr H. S. Sussman, A.C.A., announces that he has 
commenced to: practise under the чује of H. S. 
Sussman & Co, Chartered Accountants, at 3 Grosvenor 
Street, London Wr, as from April 2nd, 1962. 


Messrs 'Глутев, KiouNsEIEELD & Co, Chartered 
Accountants, of Coventry House, South Place, Moor- 
gate, London ЕС2, announce that as from April rst, 
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1962, they have taken into partnership Mr J. G. 
GOODIN, A.C.A., who has been a member of their staff 
for some years, after serving his articles with them. 
'The name of the firm will remain unchanged. 


Messrs TEMPLE, Сотнакр & Co, Chartered 
Accountants, of 7 and 8 Norfolk Street, Strand, 
London WC2, announce that Mr Косев С. MUNYARD, 
A.C.A., has been admitted to the partnership as from 
April 1st, 1962. The name of the firm remains un- 
changed. 


Messrs Warner, Bearman & Со, Chartered 
Accountants, of 16 Wimpole Street, London Wi, 
announce that Mr HAROLD SIDNEY SUSSMAN, A.C.A., 
retired from the partnership on March 31st, 1962. 
The style and address of the practice is unchanged. 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 
-President’s Luncheon in Liverpool 
The President of The Institute of Cost and Works 
Accountants, Mr Е. M. W. Hird, F.C.A., F.C.W.A., 
gave a luncheon party yesterday (Friday) at the 
Adelphi Hotel, Liverpool. Those present were: 
Lieut-Col P. G. R. Burford, т.о. (secretary, The 
Liverpool Chamber of Commerce); Mr Ј. B. Charnock, 
F.C.W.A.; Mr J. M. Kuipers (manager, Ford Motor Co Ltd, 
Halewood); Judge Laski, 9.с. (Fudge of the Crown Court, 
Recorder of Liverpool); Mr W. C. Meacock, A.C.W.A.; Mr 
Bertram Nelson, С.В.Е., J.P., F.C.&. (Vice-President of 
Council, University of Liverpool); Mr Е. Nuttall, r.C.w.A.; 
Mr R. T. Rickers, F.c.w.a.; Lieut-Comdr G. K. Rylands, 
R.N.(RETD.) O.B.E., J.P.; Mr Geoffrey E Tillotson, J.P. 
(chairman, Tillotson & Son Ltd). 


IN PARLIAMENT 
Graduated Pension Scheme - 

Mr FRANK ALLAUN asked the Minister of Pensions and 
National Insurance the latest number of employees 
who have contracted out of the Government pension 
scheme. 

Mr Bovp-CanPENTER: The number is 4,437,703. 

Mr Нооснтом asked the Minister of Pensions and 
National Insurance what will be the procedure in his 
Department after the expiry of the income tax year 


` on April sth regarding the recording of graduated con- 


tributions, and the notifications to insured persons of 
contributions paid; what will be the approximate 
number of contributors involved; and whether he will 
make a statement. 

Mr Boyp-CARPENTER: The Inland Revenue will send 
employers’ P.A.Y.E. returns to my Department's 
Central Office at Newcastle upon 'T'yne for entry of the 
employees’ graduated contributions in their individual 
insurance accounts; these will be maintained on an 
electronic computer. When the recording process is 
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complete, each employee shown as having paid gradu- 
ated contributions will be sent a statement of account 
and explanatory leaflet. The number of contributors 
cannot be precisely forecast but is likely to be of the 
order of eleven million. 

Hansard, April 2nd, 1962. Oral Answers. Col. 21. 


WAR DAMAGE COMMISSION 


Sir Alexander Johnston, G.c.B., К.В.Е., has been 
appointed Chairman of the War Damage Commission 
as from April 1st, following the retirement of Sir 
Robert Fraser, к.с.в., K.B.E. Sir Alexander will con- 
tinue as Chairman of the Board of Inland Revenue. 


ENGLISH CHARTERED ACCOUNTANTS IN 
SCOTLAND | 


'The fourth annual general meeting of the Association 
: of English Chartered Accountants in Scotland was 

recently held in Edinburgh. The Chairman, Mr M. G. 
Wittet, F.C.A., reported on the activities of the Associa- 
tion during the past year, and the following were 
elected to office and to the Executive Committee for 
the ensuing year: 

Chairman: Mr M. С. Wittet, F.c.a. 

Secretary: Miss D. M. Vaughan, B.A., F.C.A. 

Committee: Mr A. Adamson, F.c.a.; Mr H. C. Clarke, 
F.C.A.; Mr S. F. Cross-Rudkin, F.c.a.; Mr N. H. Macdonald, 
F.C.4.; Мг W. H. Palmer, F.c.4.; Mr W. Т. Turner, F.C.A.; 
Mr K. E. Young, F.c.a.; Mr F. S. Mycroft, r.c.4.; Mr J. S. 
Masterton, Е.5.А.А.; Mr Т. Robertson, A.C.A. 

Mr W. Т. Riddle, м.А., F.C.A., was reappointed Honorary 
Auditor. 


CITY DISCUSSION GROUP 


The next meeting of the City Discussion Group of 
Chartered Accountants will take place on Wednesday, 
April 11th, at the Tiger Tavern, 1 Tower Hill, London 
EC3, at 6 for 6.30 p.m. The topic for discussion will be 
'Aspects of European accounting', introduced by Mr 
D. E. F. Green, M.B.E., F.C.A. 


THE INSTITUTE OF INTERNAL AUDITORS 
Birmingham Chapter 

The next meeting of the Birmingham Chapter of The 
Institute of Internal Auditors will be held next Thurs- 
day, April 12th, at 6.30 p.m., at the Chartered Auction- 
eers’ and Estate Agents’ Institute, Regent House, 
St Philip’s Place, Colmore Row, Birmingham 3. Light 
refreshments will be available from 6 p.m. The speaker 
will be Mr K. Bradley, a.a.c.c.a., of the Associated 
Octel Co Ltd, who has entitled his paper ‘Octel- 
auditing’. Information regarding the activities of the 
Chapter can be obtained from the Hon. Secretary, 
Mr Е. С. J. Lucas, West Midlands Gas Board, 39/41 
Hagley Road, Birmingham 16. 
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DEVELOPMENT OF INTERNAL AUDITING 


А small booklet entitled Concepts, Objectives and ' 
Activities of Internal Auditing has been issued by the 
London Chapter of The Institute of Internal Auditors.) - 
Compiled from a similar publication written for the’ ° 
Institute of Internal Auditors in the United States, 
the booklet briefly reviews among other matters, the 
evolution of internal auditing and its development as an 
important control for management, and sets out a 
statement of responsibilities of the internal auditor. 


GRIMSBY AND NORTH LINCOLNSHIRE 
CHARTERED ACCOUNTANTS 


The eighth annual report of the Grimsby and North 
Lincolnshire Branch of the Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants, pre- 
sented at the annual meeting held on March roth, 
records a total membership at December 31st, 1961, 
of eighty-four. ` 

The report states that regular meetings were held * 
during 1961 when addresses were given on topics of 
general interest such as ‘Farm valuations’, “Che work 
of the Т. & R. Committee’ and “The provincial brokers’ 
stock exchange’. Appreciation is expressed to Mr C. M. 
Strachan, О.В.Е., Е.С.А., who resigned from the Council 
of the Institute (The Accountant of October 21st, 1961) 
during the year and who devoted unfailing interest to the 
affairs of the Society since his election to the Council 
in 1949. The report records with pleasure the appoint- 
ment of Mr R. С. Slack, M.A., F.c.a. (The Accountant, 
November 11th, 1961), President of the Society, as his 
successor on the Council. 

‘The annual dinner held at the Royal Hotel, Grimsby, 
on November oth, was attended by 131 members and 
guests and the branch organized the district society's 
golf competition for the Beardsall Cup which was held 
at ''orksey in September. 

The following officers and committee have beere 
elected for the ensuing year: 5 

President: Mr А. А. Beardsall, r.c.A. 

Chairman: Mr G. R. Watson, F.C.A. 

Vice-Chairman: Mr J. R. Gregory, F.C.A. 

Deputy Chairman: Mr W. McWilliam, F.C.A. 

Hon. Treasurer: Mr А. Buckton, Р.С.А. р 

Hon. Secretary: Мг W. S. Warrs, Е.С.А., 20 Carlton 

Road, Grimsby. 
Hon. Librarian: Mr G. D. Falconer, F.c.4. 


Committee: Messrs M. С. Bain, Е.С.А.; É. M. Fisher, 
Е.С.А.; В. B. Heaton, F.c.A.; F. Sellar, a.c.a.; С. R. 
Smith, F.c.A.; С. B. Standaloft, A.C.A.; L. S. Wrightson, 
F.C.A. . 

Ex-officio Members: Messrs М. Townend, r.c.4., and 
R. G. Slack, M.A., F.C.A. 
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The Budget. 


IS year's Budget has few surprises but a number of 

| disappointments. It is economically a patchwork affair, 

but politically a shrewd performance. In terms of fiscal 

reform there is a promise of better things to come, but for the 

time being no great spring cleaning is to take place. Instead, as 

has so often happened before, only a few worthless antiques are 
to be thrown out. | 

It must be a long time since the proposed tax changes overall 
were expected to have as little effect on the pattern of the previous 
year's revenue and expenditure. On the basis of existing taxation, 
the above-the-line estimated revenue for 1962-63 is £6,807 million 
(compared with last year's outcome of £6,645 million). Expendi- 
ture will be £6,364 million (compared with £6,235 million). This 
will give a surplus above-the-line of £443 million. Below-the-line 
net payments are -expected to be £507 million (against {621 
million in 1961—62). This means that the borrowing required over 
the entire Budget will be £64 million (£74. million after tax 
changes) compared with last year's estimate of £69 million. 

As an instrument of economic policy the Budget is therefore 
destined to play almost an identical role with last year — if all goes 
according to plan. To quote THE CHANCELLOR OF THE EXCHEQUER: 
‘I see no diminution in the public pressures to put additional 
burdens on the Exchequer.’ What are the economic prospects 
leading up to this conclusion and strategy? Last week the Economic 
Survey turned out to be an exceedingly drab document and the 
inference drawn from it was that the CHANCELLOR had reserved 
a full review of the economic situation and forecast for the Budget. 
So he has, but it is:rather thin fare. Having briefly reviewed the 
success achieved since the summer of 1961 in defending the 
pound, the balance of payments and the economy as a whole, he 
turned with hardly less brevity to the future. 

Export prospects are good if our prices are right and this applies 


‘to invisible exports as well as visible ones. Capital investment in 


the public sector is expected to rise and so is that in service 
industries. Private investment in housing should go up but invest- 
ment by manufacturing industry is expected to decline. This will 
be a modest fall from a peak figure, however, and the expected 
level of total capital investment is scheduled to increase 
through 1962. 

Expenditure by public authorities and the Government is 
expected to rise and there may be renewed investment in stocks 
later in the year. Personal spending will go up aided by hire- 
purchase and it may have risen by as much as 4 per cent by this 
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time next year. 'There is therefore expected to be 
a big advance in home demand over the next 
twelve months. Since the Government is pre- 
pared to condone it this means not only that 
there is a significant margin of industrial capacity 
at present not used, but that up to a point the 
policy of damping down the home market i is to 
be modified. 

This is clearly a policy of calculated risk and 
it must be said that it suits at present both the 
advice of most of the experts and the mood of 
the country. This is something of a by-election 
Budget. Success in surmounting the risks hangs on 


restraining pay increases and on stimulating ex- . 


ports. The CHANCELLOR was much more canvinc- 
ing about the first of these than about the second. 
He said quite firmly on Monday: ‘We cannot 
afford to have a second general round of increases 


in the later months of 1962.’ The pay pause is. 


therefore still a live issue. MR Lrovp will have 
no truck with export incentives but will rely on 


· lower interest rates for export accommodation. 


This was probably the weakest part- of the 
Budget. Few will agree that manufacturers will 
be persuaded as never before to sell aggressively 
in export markets when home demand is rising 
and the only immediate incentive is better pay- 
ment facilities. 

On simplification of the tax system, a single 
corporation tax to replace the present income tax 
and profits tax has reached the draft stage and 
is due to be discussed with the professional bodies 
concerned. The CHANCELLOR made a passing 
reference to the complexity and burden of the 
present tax system on accountants. In next year’s 


accounts the defence estimates will appear in a- 


simplified form similar to the change already 
made to the civil estimates. А new monthly 
. financial set of statistics is to be made public next 
month. 

The proposed tax changes are discussed i in the 
second part of this article. At this point only a 
few points of general economic and fiscal interest 
are considered. Schedule A tax is to be ended in 
the Finance Bill of 1963. The CHANCELLOR has 
promised that the new rating valuations will not 
be used for Schedule A so far as owner-occupiers 
of residential property are concerned. The burden 
will doubtless go on thé broad shoulders of 
industry and trade. The tax on speculative gains 
is no better and no worse than expected. Its 
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revenue merits are negligible as the CHANCELLOR 


has admitted. Its political value may yet be con- 


siderable. Two points are worth making about it ` 


beyond that. The principle of a capital gains tax 
has now been recorded for inclusion in a Finance 
Bill. The CHANCELLOR'S guileless remark that it 
will yield little revenue has to be taken with 
reservations. The principle is there and. the 
Inland Revenue can cast a speculative net over 
the fiscal sprat. The mackerel could come later. 
Secondly, by the simple device of making gains 
part óf the general burden of income tax and 
surtax the principle is enshrined that the wealthier 
the operator the more he pays. ° 

The proposals on direct taxation will cost £8 5 
million this year. The sums involved on indirect 
taxation are rather larger. The CHANCELLOR says 
that he wishes neither to add to nor draw from 
purchasing power on this occasion. Тће payroll 
tax is not to be added to his armoury this year. 
But the xo per cent surcharge on purchase tax is 
to be consolidated into the new rates of indirect 
taxation and the power renewed for the new 
fiscal year. The principle of the use of a regu- 
lator between Budgets, which was the most 
interesting innovation of last year's Budget, has 
thereby been retained. The public, of course, 


now sees it being used in the dual role of regulator 


and fiscal jack. It has been turned into a revenue. 


device and so the ways.of economic policy are 
justified to the needs of the Exchequer. ` 

But the CHANCELLOR can be avuncular, too. 
His decision not to raise the duty on tobacco 
seems based on the principle that a little bit of 
what you fancy never does you any harm. For 
once, some people's fancy and the CHANCELLOR'S 
interest in terms of revenue are in harmony. The 


duties on hydrocarbon oils are retained to the’ 


advantage of the coal industry. 

On purchase tax, the CHANCELLOR has given 
a clear hint that he prefers to widen its base than 
to introduce a turnover tax. He has therefore 
made a start towards bringing rates on various 


consumer goods into.line and is imposing a. 
tax on hew items, notably confectionery. He is . 


doubtless less impressed with the favourable 
effect a smaller consumption of ‘certain sweets 
might have on young people's teeth than on the 


ripeness of tlie adolescent pocket for a share of, 


the tax burden. 
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TAXATION CHANGES 


As far as taxation is concerned, this is a Budget 
of bits and pieces which are likely to cover 
many pages of the Statute Book without 
making any really appreciable difference to the 
revenue of the State. 'The CHANCELLOR accom- 
panies his oft-expressed yearnings for simplicity 
with proposals which can only be expressed in 
complicated language and which make direct 
taxation more than ever a matter for experts. 


Speculators' Short-term Realized Gains 


The long-threatened tax on capital gains, or 
whatever one likes to call it, has at last appeared. 
It is a remarkably damp squib. It will yield noth- 
ing in 1962-63 and the CHANCELLOR makes no 
forecast of yield thereafter. Indeed, he frankly 


puts his proposals forward as being in the hope of 


meeting criticism of the absence of a capital gains 
tax, rather than in any belief that any revenue 
will be produced. Since the administration of the 
tax will in any case cause a tremendous expen- 
diture of highly.skilled labour, this shadow- 
boxing seems to be an unnecessary luxury. 

'The new tax is to constitute a new case of 
Schedule D of the existing income tax. Case VII 


^will extend to realized gains on the resale of land 


after it has been held for less than three years. 
This will hit the man who, in the words of the 
CHANCELLOR ‘buys land in the hope of a quick 
speculative profit through sale to a genuine 
developer’. Perhaps Mr Lrovp, or his advisers, 
have not heard of Cooke v. Haddock (39 А.Т.С. 
244); or perhaps they are merely hoping that the 
vast majority of the electorate have not heard of 
that case. 


Case VII will also extend to profits on the. 


acquisition and disposal of stocks, shares, securi- 
ties, commodities and other property (including 
interests or rights in such assets) where the 
acquisition and disposal take place not more 
than six months of each other. Nothing has so far 
been said about earned income relief. 

There are of course exceptions. An owner- 
occupied house, if it is the owner’s principal 
residence, will escape. Movable property such as 
pictures, furniture, personal belongings and 
motor-cars are excluded as not being worth the 


complications involved. One might say the same 
about the whole tax. Incidentally, does anyone 


- outside the trade sell a car for more than it cost 


him? A person who resells fixed assets which he 
has used in his own business will not be charge- 
able. This covers factory buildings and plant 
and machinery, and the exemption will come as a 
surprise to many for it has been strongly argued 
that such profits ought to be included in the 


. ordinary taxable business profits, as being part 


of the trade. 

Persons not resident in the United Kingdom 
will not be chargeable under Case VII. Nor will 
personal representatives, or beneficiaries, in 
respect of sales of property which came to them 
on a death. The charity exemption will be exten- 
ded to cover Case VII. Where property is the 
subject of a gift, if the donee disposes of it then 
the statutory three years, or six months, will be 
measured from the date of acquisition by the 
donor. However, this dispensation is subject to 
certain conditions which have not yet been 
revealed. 

Among the many special matters relating to the 
speculative gains tax which will have to be dealt 
with in the Finance Bill, Mr Тлоур singled out 
for mention the problem of bonus and rights 
issues. A bonus issue by itself will still not 
attract tax. Moreover, if the bonus shares are 
sold they will be regarded for Case VII purposes 
as having been acquired by the seller when he 
acquired the ‘parent’ shares, i.e. for the purpose 
of the six months rule, he will be regarded as 
having held the bonus shares longer than he has 
beld them in fact. А similar rule will be applied 
to shares acquired under a rights issue. It would 
seem that if a person buys rights in the open 
market, then exercises those rights, and then sells 
the shares so acquired, the six months will be 
measured from the purchase of the rights, not 
from the later purchase of the shares. However, 
the CHANCELLOR'S words on this aspect were not 
very clear. 

Manipulation of the statutory time limits of 
six months and three years by means of option 
transactions will not apparently be allowed. A 
person who acquires an option to buy property 
will not be treated as having bought the property 
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until the actual purchase. On the other hand, if 


he grants an option to a potential buyer, he will, 


be treated as having sold at the date of grant of 
the option. This is one indication of the ‘careful 
drafting' of which the CHANCELLOR is boasting 
in advance. Certainly the draftsman has not 
hurried. 

Another example of the elaborate nature of the 
new provisions is in relation to the well-known 
device of putting property into a company formed 
for the purpose and then selling the shares of the 
company. 'lhe advantages of this device would 


normally be increased in relation to Case VII. . 


By putting land into a company, the speculator 


could prima facie reduce the vulnerable period | 


from three years to six months. However, special 
provisions will be aimed at bringing the shares 
into charge if they are sold within the three years, 
provided that the company has not held the land 
for more than three years. Even so, any apprecia- 
tion in the value of the land which was referable 
to a period prior to April roth, 1962, would not 
be taxed. 

Needless to say, it is not the gross profit on the 
acquisition and disposal which will be taxed. 
Allowance will be made for all 'proper and 
relevant expenditure! incurred by the seller. 
Moreover, losses (as created or increased by such 
expenditure) will be available for set off against 
Case VII income of the same or subsequent 
income tax years. It follows that there will be wide 
scope for manipulation. A sbare speculator who 
finds some of his purchases falling will no doubt 
sell within the statutory six months; thus pro- 
viding himself with losses which will be available 
for set off in any future year. Where a speculation 
has prospered, he will naturally tend to retàin 
the shares until the statutory six months have 
expired. Small wonder that the CHANCELLOR 
declined to give any estimate of yield for such a 
tax, which seems more like an elaborate arrange- 
ment to allow for people who are so disposed to 
make voluntary contributions to the Exchequer. 

Not only. will the Case VII yield be small, the 
very existence of the new case will hamper the 
Inland Revenue in imposing tax under Case Г 
on transactions which have the indicia of trading. 
Once the statutory six months or three years 
have passed, the Inland Revenue are likely to feel 
somewhat inhibited from raising a Case I 
assessment. One advantage will be the reduction 
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of uncertainty as to whether the Inland Revenue 
will treat a particular transaction as trading. 

'The promise not to make the new tax retro- 
spective has been honoured. Property acquired | 
before April roth, 1962, can safely be sold at any | 
time without attracting Case VII tax. Where a 
stock exchange ‘bear’ has sold stock prior to 
buying it, if the sale took place before April roth, 
the profit on the transaction will not be taxable. 
An unexpected aspect of the new tax is the power 
which the Inland Revenue will have.to submit 
names to brokers, estate agents, banks, and other 
K rsons acting for clients in chargeable trans-. 
actions. These agents can be required to report 
details of transactions effected by them on behalf 
of the clients named. This new power, like the 
tax itself, represents the thin end of what could 
be a very thick wedge, when the next ‘tough’ : 
Budget comes along. 

A corollary to the proposed speculator's tax is a 
new impost under Case VI of Schedule D directed 
against the dealer who avoids tax by putting each 
deal through a different company (with invest- 
ment objects) and selling the shares in the 
company, rather than the property in which he is 
dealing. One would have thought that the defini- 
tion of trading, combined with the principle 
established in Associated London Properties Ltd v. 
Henriksen (23 A.T.C. 226), might be enough by 


itself to ensure that such dealers were fully-., 


taxed, without further complicated legislation. 


Repairing Cracks in the 1960 Act 


The phrase ‘careful drafting’ used by the 
CHANCELLOR about the Case VII provisions 
could hardly be applied to the drafting of the 
1960 Finance Bill, particularly the provisions . 
which finally emerged as sections 21—23 and 28 
of the Finance Act, 1960. Some of the more 
obvious cracks in the structure are to be patched 
up but not retrospectively. Broadly speaking, 
the anti-avoidance legislation i in sections 21—23 is 
confined to transactions in shares, while section 28 
is confined to transactions in 'securities', which 
are.defined to include shares. It is possible to 
have interests in companies which are neither 
shares nor securities, but which, by a judicious 
drafting of the articles of association, carry as 
much value as shares or securities would normally 
carry. It seems that the intention is to broaden 
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the definition of shares and securities in order to 
catch transactions in such interests. 

Not surprisingly, the drafting of section 28 of 
the Finance Act, 1960, contains other flaws. A 
means of avoiding the section has been found in 
the provisions concerning subvention payments, 
and in the law relating to liquidations. Ттапзас- 
tions can also be split between husband and wife 
in a way which avoids the section. 

The taxation of the profits of building opera- 
tions can still be avoided where what is in reality 
a single transaction is split between two persons. 
One of them acquires the freehold of a site ripe 
for building on. He contracts to grant a lease to a 
person who is going to buy a building which is 
to be erected on the site. The other party to the 
split transaction is a builder who erects the build- 
ing and, of course, pays tax on the profit which 
may be artificially restricted. 'The premium which 
the purchaser pays to the freeholder, and the 
proceeds of sale of the reversion to the freehold 
with the building on it, escape tax. New pro- 
visions, which promise to lack nothing in com- 
plexity, will try to thwart this and similar devices, 
and correct the other drafting flaws with effect 
from April roth, 1962. 


Profits Tax 


The Budget brings no relief from the present 
very high rate of profits tax. On the other hand, 
the CHANCELLOR has now committed himself to 
seeking a way of unifying profits tax with income 
tax in a single corporation tax, even if this should 
result in a combined rate which is less than the 
standard rate of income tax. The CHANCELLOR 
announced that the Inland Revenue had gone a 
considerable way towards framing a scheme for 
this unification. Some complex technical prob- 
lems remain and Mr Lrovp has asked the 
Inland Revenue to enlist the help of ‘some of the 
professional bodies with which they are accus- 
tomed to review technical issues of this kind’. 
The discussions of the Revenue's draft scheme 
will of course be confidential but clearly the 
accountancy bodies will.be asked to help. 

In the meantime, companies having Case VII 
profits will have to pay profits tax on them as 
well; likewise where there is Case VI liability 


under the proposed anti-avoidance provisions in . 


relation to land transactions. 
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Capital Allowances and Loss Relief . 


There is to be a liberalization of the provisions 
for set off of trading losses against other income, 
under section 341 of the Income Тах Act, 1952. 
At present, capital allowances can be added to 
the loss but they are the capital allowances of the 
tax year in which the loss is incurred. It is pro- 
posed, broadly speaking, that the capital allowan- 
ces of the following tax year may be taken, i.e. the 
allowances based on the same basis period as the 
one in which the loss is incurred. 'Thus the capital 
allowances will be allowed a year earlier. More 
than a half of the benefit of this concession 
(£6 million in 1962-63) will in fact go to the 
British shipping industry. 


Schedule A begins its Exit 


We have long argued that the Schedule A tax on 


owner-occupiers ought to be abolished, the 
schedule itself being replaced by a tax on rents 
as such. The Royal Commission supported the 
retention of this tax, on the ground that to abolish 
it would discriminate against people paying rent. 
They did not carry this logic to the point of 
taxing people on the annual value on any other 
kind of property, such as motor-cars, furs, or 
jewellery. We pointed out that although the 
Government accepted the principle of taxing 
notional income from non-existent rents, they 
did not carry their conviction.so far as to base the 
Schedule A assessments on owner-occupiers on 
the true annual value. Instead, and without any 
statutory authority in relation to new property, 
the Schedule A assessments have been based on 
1936 values. This has meant that the gross annual 
value has been so small in relation to the ехреп-` 
diture on repairs that the already minute assess-' 
ments were being altogether wiped out by 
maintenance relief, where the owner was intel- 
ligent enough to claim, which relief is of course 
calculated on the real present-day cost of repairs, 
not on what repairs might have cost in 1936. 
Next year, there will be revised rating assess- . 


-ments which will be on true annual values, not on 


purely hypothetical values of June 1939. Under: 
present law such revaluation would be followed 
by a Schedule A revaluation, which, as the 
CHANCELLOR said, could treble or quadruple the 
burden on owner-occupiers. At last we have a. 
CHANCELLOR who has the courage openly to 
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recognize the absurdity of the situation the 
Government have got themselves into. As he says, 
unless the Schedule A is charged on current 
values it is difficult to find a firm basis for the tax. 
Moreover, people have to plan ahead; they have 
to decide whether or not to appeal against new 
assessments. In order to end uncertainty the 
CHANCELLOR gave an undertaking not to use 
the 1963 rating valuations for Schedule A 
’ purposes, in the case of owner-occupied residen- 
tial property. On the contrary, proposals will be 
introduced next year for bringing this tax to an 
end. 'The cost of complete abolition would be 
some £50 million a year and therefore MR LLOYD 
could not promise abolition at one fell swoop in 
1963-64. Nevertheless, Schedule A would eventu- 
ally go, starting presumably with a reduction for 
1962-63. Perhaps the CHANCELLOR was not 


uninfluenced by recent criticisms of the high cost’ 


of collection. 


Business Expenses 


We mentioned in a ‘Weekly Note’ in last week's 
issue an administrative stepping up of the war 
against unjustified business expenses. Before 
taking any legislative steps the CHANCELLOR is 
waiting to see what will result from the new 


inquisitorial form which is being sent to com-, 


panies and employers in respect of directors and 
higher-paid staff. Тће new form and its scrutiny 
is bound to take up a good deal of administrative 
time with no assurance of a much greater yield 
of tax. 'There is certainly something to be said 
for a simple general embargo on, say, entertaining 
expenses, notwithstanding that this may cause 
difficulties for some exporters. Apart from its 
revenue advantages, such a move would have 
social advantages, and help to clean up business 
morality. 


Tax on Small Investment Incomes 


The CHANCELLOR has made welcome concessions 
to people living on small investment incomes. At 
present, under section 15 of the Finance Act, 
1952, as last amended in 1955, an individual with 
an income not exceeding £300 is in effect given 
the two-ninths earned income relief, notwith- 
standing that his income is not earned. The value 


of money has fallen considerably in the last seven 


years and the CHANCELLOR proposes to increase 
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the £300 to £400. A single person with an 
investment income of just £400 will pay {22 
less tax. | 

There are of course marginal provisions. At 
present, if the income does not exceed £405, the 
individual is entitled to have his tax bill restricted 
to the sum of 

(a) the tax payable on an income of exactly 


£300; plus 


(b) two-fifths of the amount by which the | 


actual income exceeds £300. 
Under the new proposals for marginal relief, 
the maximum income will be £550 and the tax 
will be restricted to the sum of 

(a) the tax payable on an income of exactly 

£400; plus 

(5) one-half of the amount by which the actual 

. income exceeds £400. 

'The above changes concern people under 65 
years of age, and of course are not confined to 
individuals who have to support themselves. 
They extend to children enjoying income settled 
on them by persons other than their parents. 
Where the taxpayer or his wife is 65 years or 
more, he is entitled to the more generous relief 
conferred by section 13 of the Finance Act, 1957, 
as last amended in 1959. At present such persons 
are entitled to total exemption if their income 
does not exceed £275 (£440 if married). These 
figures are to be raised to £300 and £480 res- 
pectively. 


The present marginal relief provisions apply 


where the income exceeds the statutory maximum 
by less than £55. The relief consists in restricting 
the total liability to nine-twentieths of the excess. 
Under the new proposals the marginal relief 
will be available where the excess over the 
statutory maximum is less than 275. These 
provisions are doubly welcome in that at one and 
the same time they reduce the burden on the 
people who are most deserving of consideration 
and they free the income tax machine of numerous 
small and unremunerative cases. 


Grossing-up Untaxed Income 
A flaw has soon been found in section 17 of the 


‘Finance Act, 1961. This section itself was enacted 
to remove an anomaly. Under the double tax 


relief provisions, a taxpayer pays, broadly speak- 
ing, the higher of the two taxes, United Kingdom 
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or foreign. Some overseas territories give com- 
plete exemption from income tax in certain cases, 
as, for instance, the so-called ‘pioneer’ reliefs. 
The object of such reliefs tended to be frustrated 
by the fact that the tax foregone by the foreign 
territory was in effect collected by the United 
Kingdom. Section 17 provided for the assump- 
tion, in double tax agreements, tbat the tax 
foregone by the overseas territory had been paid. 
Dividends paid out of such income, which 
ex hypothesi has not borne any foreign tax and 


may have borne little or no United Kingdom tax,” 


nevertheless require to be ‘grossed-up’ for United 
Kingdom tax purposes. This, according to the 
CHANCELLOR, would lead to a wrong result. It is 


« proposed to remedy it in the Finance Bill. Of 


course, this is not the only anomaly arising from 
grossing-up in particular, and double tax relief 
in general. 


Estate Duty 


One wondered how long the immunity of foreign 
land and other immovable property from British 
estate duty would be allowed to persist, par- 
ticularly in view of the rush to acquire real 
property in places like the Bahamas and the 
Channel Islands where there was an intense 
demand for ‘Jersey mortgages’, even though they 
yielded a very low rate of interest. The blow has 


. *~now fallen, or rather will fall when this year's 


Finance Act becomes law about the end of July. 
Those who have acquired assets of this kind 
while remaining domiciled in Great Britain will 
have to think of some new way of avoiding estate 
duty, unless they can count on dying by the end 
of July. Oddly enough, the closing of this gap is 
estimated to produce only £2 million in a full 
year. The change has perhaps been precipitated by 
Press criticism, rather than the necessity to 
protect the Revenue. 

In contrast with income tax, the existing 
provisions for avoiding double estate duty are 
somewhat rudimentary. It is proposed to set off, 
against British estate duty on foreign property, 
the foreign estate duty paid on it. This relief will 
apply to all kinds of property not merely im- 
movable property. Accordingly the rules regard- 
ing the situs of property, particularly intangible 
property like debts and life policies will become 
more important than ever. The new relief will 
cost only Дт million in a full year. 
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United Kingdom negotiators have reached 

agreement with French ones for a comprehensive 
scheme of avoidance of double estate duties 
which takes account of the peculiarities of the 
French system. Legislation is necessary for the 
purpose of ratifying this and similar agreements 
and is to be introduced in the Finance Bill. 
7 Last, but not least, the CHANCELLOR has taken 
the very sensible step of raising still further the 
minimum amount on which estate duty will be 
payable. This goes up from £3,000 to £4,000 
and accordingly removes some 18,000 estates a 
year from the estate duty field, with the conse- 
quent saving of time and trouble both in the 
Inland Revenue and outside. The rates of duty 
in the range £4,000-£5,000 comes down from 
2 per cent to І per cent; that in the range £5,000- 
£6,000 from 3 per cent to 2 per cent. 


Stamp Duties 


The vociferous attack on conveyance-on-sale 
stamp duties, particularly in relation to share 
transfers, has not moved the CHANCELLOR. Тће 
2 per cent duty remains in full vigour. However, 
there is another ad valorem duty which is very 
complicated and gives rise to argument which its 
yield hardly justifies. Accordingly the five shil- 
lings per cent ‘settlement’ duty is to be abolished 
as from August rst. Owing to the scope of 
‘voluntary disposition’ duty, the duty on settle- 
ments is largely confined to marriage settlements 
and settlements of Government stock or cash. 
The settlement duty was extended to unit trusts 
in 1946 and this is to remain, but there is to be 
relief where the unit trust fund decreases and 
then increases again. In the case of unit trusts 
the duty will correspond to the capital stamp duty 
of ros per cent on companies. The net effect will 
be to reduce the yield by only £30,000 per annum. 
This may however be increased if ingenious 
schemes for avoiding voluntary disposition duty 
are facilitated. 


Tithe Annuities 
Annuities payable by landowners under the 
Tithe Act, 1936, are some 110,000 in number and 
yield a little over [2 million per annum. Аз the 
cost of collection is high, there is to be legislation 
for compulsory redemption on the next sale of 
the land after October 1st next. This brings the 
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annuities into line with land tax, and will help 
to keep down the number of Civil Servants. 


Indirect Taxation 


The cumulative effect of the changes in direct 
taxation is estimated to be a reduction in yield by 
some £81 million. It is not proposed to maše this 
up by increased indirect taxation. Nevertheless, 
the whole system of indirect taxation is to be 
somewhat recast. The ro per cent surcharge, 
as such, has been removed but there are com- 
pensating increases for alcohol and tobacco so as 
to maintain the same weight of tax on these much 
taxed commodities. Discrimination against cigar- 
ettes on health grounds has been rejected in view 
of the possibilities of evasion by rolling cigarettes 
in the home. Moreover the CHANCELLOR has shied 
away increasing tobacco tax in general. 

On the other hand, sweets, ice-cream, chocolate 
biscuits, soft drinks and cider are to come into 
the purchase tax net, at 15 per cent. Át the same 
time the top rate of 5o per cent (which with the 
surcharge was 55 per cent) is being reduced to 
45 per cent, partly as a fillip to the тотог-саг 
manufacturers, who have not enjoyed such a low 
rate for many years. The proliferation of purchase 
tax rates is somewhat checked by a provision to 
replace the 124 per cent and 5 per cent rates by a 
single 10 per cent rate. Thus carpets, floor cover- 
ings and cooking utensils join with clothing and 
furniture. The net effect of the changes, including 
the dropping of the ro per cent surcharge 
introduced in July 1961, is indicated by the 
following figures: 


Expendi- Тах Tax 
Goods ture Decrease Increase 
£ £ sd f£ sd 
Motor-car 850 48 o o 
Motor-car .. 600 34 оо 
Television Set .. 65 3 бо 
Carpet 50 I3 O 
Furniture 100 217 6 
Suit " Pi I2 7 6 
Suit  .. E 20 12 6 
Cutlery, 
Hardware .. 20 8 6 


The reduction of purchase tax on conventional 
luxuries like cars, television sets, gramophone 
records and cosmetics, combined with the 
increase of purchase tax on conventional neces- 
sities like kitchen hardware, is at first sight some- 
what strange. It is however part of a long-term 
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plan tówards a standard flat-rate tax on nearly all 
goods, no doubt with one eye on the Common 
Market. The former international preference for a 
turnover tax at retail points is now weakening | 
in favour of a purchase tax at wholesale points. 
Very high rates of purchase tax such as formerly 
obtained bave a distorting effect on industrial 
production, and have even put some firms out of 
business. It is in this context that the case for 
a tax on sweets and soft drinks takes on a more 
convincing aspect, for these commodities are 
really luxuries, albeit widely spread. Moreover, 
the growth in prosperity has greatly increased the 
consumption of sweets and soft drinks and this in 
turn has had a damaging effect on the health of 
the nation's teeth, particularly children's teeth, as 
dental statistics show. A reduction in the cost of 
ordinary sugar by a halfpenny a pound helps to 
increase the disparity between that commodity 
and sweets and should assist the satisfaction of 
the craving for sweet food at the meal table, 
rather than between meals, with a consequent 


` beneficial effect on dental health. 


Another purchase tax loophole is to be closed. 
At the moment a manufacturer of chargeable 
goods is not required to register with the purchase 
tax authorities unless he either sells or lets out 
on hire more than £500 worth of chargeable 
goods in a year. This means that a manufacturer 
who makes chargeable goods for his own business, | 
without letting them out on hire, can make charge- 
able goods to any extent without having to pay 
purchase tax on them. The same limit of £500 is 
now to be applied to such manufacturers. 

As indicated above, sugar is to cost less by a 
halfpenny a pound. This is achieved by repealing 
the excise duties on sugar, molasses, glucose and 
saccharin. In the case of customs duties on these 
commodities, and on coffee and cocoa, there 
are reductions which mean in effect that only 
imports from countries outside the Common- 
wealth bear duties and these duties are very small. 
They are not Revenue duties but to protect 
British Commonwealth industry. The net result 
is that the duty on foreign coffee, for instance, 
goes down from 145 per cwt. to 9s 4d per cwt. 

'The betting duty and the television advertise- 
ment duty are to remain at the rates prevailing 
before the Budget, ie. 11 per cent and 33 per 
cent respectively; the surcharge being replaced 
by an increase: in the basic rate. 
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Registration of National Charities 


of the Charities Act, 1960, has been carried 

an important step further by the latest 
order! made on April 2nd by Tne Home SECRE- 
TARY and ‘THE MINISTER OF EDUCATION under 
subsection (10) of that section. This order, the 
third to be iade, not only brings London within 
the area of compulsory registration together with 
those of the Home Counties not within the 
earlier orders, and East Anglia and Sussex, but 
also applies to charities ‘whose work is carried on 


r | E: registration of charities under section 4 


€ otherwise than for the benefit wholly or mainly 


of some particular part or parts of England and 
Wales”, that is to say, what are commonly referred 
to as general or national charities. These last con- 
stitute a class of charities of great importance. 
The geographical area of registration now 
covers, roughly speaking, England south of the 
Wash. Subsection (4) of section 4 permits 
charities to be excepted by order or regulations 
from the requirement to register (paragraph (5)), 
but the only excepting orders so far made are 
one excepting voluntary schools. with no perma- 
nent endowment but their premises?, one except- 
ing charities for the advancement of religion, 


< “including those for the relief of ministers and 


former ministers of religion and their families, 
from the duty to register until January rst, 19633, 
ànd another excepting funds, not representing 
permanent endowments, which are being accu- 
mulated for the purpose of local units of the Boy 
‘Scouts Association and the Girl Guides Associ- 
ation and which produce an income of more than 
[тб a year’, | 

The purpose of the temporary exception from 
registration accorded to religious charities is to 
enable the Charity Commissioners to continue 
their discussions with the religious denominations 
about those charities to be permanently excepted 
by order or regulations. The exception does not 
apply to denominational charities for secular 
purposes: for example, a church hall is not within 
the exception. The fact that a charity is not 


2The Charities (Registration) (Commencement No. 3) 
Order, 1962 (S.I. No. 698 of 1962). 


*The Charities (Exception of Voluntary Schools from: 


Registration) Regulations, 1960 (S.I. No. 2366 of 1960). 


required to be registered does not mean that it 
cannot obtain registration, for subsection (2) of 
section 4 provides for voluntary registration, and 
trustees may well think it wise to avail them- 
selves of this provision with a view to obtaining 
more easily income tax relief and also relief from 
rates under the Rating and Valuation Act, 1961. 

Charities within the first of the registration 
orders should have been registered by June 22nd, 
1961, and those within the second by December 
22nd, 1961. The latest order requires registration 
not later than September 22nd next. It appears, 
however, that registration has been slow, and 
that there are many trustees who are in default. 
"This is regrettable because, as we pointed out in 
a leading article in our issue of June roth, 1961, 
the central register of charities plays a vital part 
in one of the primary objects of the Charities 
Act, that of fostering co-operation between 
charity and the statutory welfare services. ` 

The Charity Commissioners and THE MINISTER 
OF EDUCATION for their part are making remark- 
ably rapid progress in the process of registration. 
With the making of two more orders, one in the 
autumn of this year covering the Midlands and 
Wales, and another in the spring of 1963 covering 
the northern counties, registration will have been 
extended to the whole country well within three 
years of the coming into force of the main pro- 
visions of the Act. But the Charity Commissioners 
cannot write to trustees calling upon them to 


-apply for registration, for the simple reason that 


there are very many charities the existence of 
which is not known to them — THE MINISTER OF 
EDUCATION's task is in this respect less difficult — 
and the Commissioners must, therefore, rely on 
trustees fulfilling their duty to apply. In so 
applying they will in no way court interference 
in the administration of their trusts, but they will 
help to make the Act work and so further the 
public benefit which is the essence of charity as 
that term is understood in English law. ` 

3 'The Charities (Exception of Religious Charities from 
Registration) Regulations, 1961 (S.I. No. 986 of 1961). 
“The Charities (Exception of Certain Charities for Boy 


Scouts and Girl Guides from Registration) Regulations, 
1961 (S.I. No. 1044 of 1961). 
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How to Decimalize the Currency 


by WILLIAM PHILLIPS, ЕТА. 


whether the British monetary system 
should or should not be decimalized. The 
instructions to the Government's committee of 
inquiry, under the chairmanship of Lord Halsbury, 
do not include the consideration of that question, 
its terms of reference are limited to considering, 
on the assumption that the currency is to be 
decimalized, what is the best way of doing it; and 
this article is purposely limited to the same sub- 
ject. ` 
More than a hundred years ago when the 
decimalization `of: this country's currency was 
first given serious consideration the issue was a 
comparatively simple one: should it be to retain 
the £ and abandon the penny, or keep the penny 
and introduce a new coin of a hundred pence? 
The issue had hardly changed when the question 
became a live one again at the beginning of the 
present century. Even then it was still possible to 
argue that the scientists and technologists were 
supporters of decimalization. 


Te purpose of this article is not to discuss 


No Support from Science 


The position now is very different; for now the 
supposed support for the decimal system by the 
scientist and the technician has gone for. ever, 
killed by the electronic computer. The author of 
a paper presented to the Institute of Actuaries in 
January 1936 advocated the adoption of octonary 
numeration for scientific and business purposes, 
. coupled with binary arithmetic, for the great 
mass of figures recorded and manipulated by the 
scientist and business man. 

A quarter of a century having rolled by, there 
are now.eminent mathematicians and astronomers 
who are convinced that sooner or later all scienti- 
fic computations will be made in the binary scale 
of notation with an octonary scale input and out- 
рий, that scientists and technicians will not only 
work in eights and powers of eight, but will keep 
all their records in that scale of notation, and use 
only constants and logarithms so expressed. 
Apparently it was not until some даје in the 
1930s that two old ideas fused in a realization 
that figures expressed in the octonary scale 
1 See, for example, the views of Professor Aitken, F.R.S., 
expressed by him in 77e Listener of January 25th, and the 


recently expressed opinion of Professor Hoyle, F.R.S., set 
out in a letter in The Times of December 28th, 1961. 


automatically convert into the binary scale, and 
vice versa, on sight. Hence the design of the first - 
crude electronic computer, following Dr Wynn 
Williams's 1931 proposal of an electronic couzter. 

Again there are those who believe that when 
education is properly developed in Britain, school 
children will be as adept at working in the scale 
of notation twelve (which Professor Aitken has 


-shown is so well suited for ordinary commercial 


purposes”), and in the scale of notation eight 
(which they will certainly need if they are to 
become scientists or technicians), as the best of . 
them are at present in working in the scale of ten. 

However simple appeared the problem confront- 
ing our forefathers, now the decimalization of the 
British currency should, nay must in the name of 
sanity, be designed in the light of the world in 
which it is to survive, if the cost of its establish- 
ment is not to be money thrown away. 


Reasons for Decimalizing the Currency 


While we are not to discuss whether to decimalize, 
it would be helpful in deciding how to decimalize 
to know why we are to do so. In the first place it 
has been said that it would facilitate international 
trade. Assuming the £ is kept, whether as the 
unit or as an exact multiple of some-new unit, ` 
this requirement would seem to be satisfied if we 
decimalized down as far as the present threepenny 
piece (under a new пате). ЈЕ can hardly be 
argued, even by the most ardent, that anything 
less than the price of the cheapest daily newspaper 
or the cheapest bus or tube ticket can possibly 
enter into international trade. 

Next it must be admitted that the British £ is 
very much out of line with other countries' units, 
in which respect, however, the South African 105 
(Rand) is little better. In any case to abandon 
both the £ and the penny would seem an un- 
necessarily drastic way of solving the problem 
of which of them to abandon. 


Does Decimalization Necessarily 
Displace Penny? f 
Since the writer acquired a competent house- 
keeping shopper by marriage nearly thirty years 
ago, he has made vastly more purchases from 


2 The Case Against Decimalisation, Oliver & Boyd Ltd, 
Edinburgh, 1962. 
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shops in countries using decimal currency than 
from shops in Britain. He says without fear of 
contradiction that everywhere that he has had 


4 decimal currency transactions the British are 


< 


envied the facility they enjoy by having twelve 
pence in the shilling. This embraces the United 
States and Canada, and two countries behind 
the Iron Curtain, and most of the other countries 
in Europe, each with a different decimal currency, 
all handicapped by not.having something equiv- 
alent to twelve pence in the shilling. 

The reason for this envy is that so many small 
articles are packed by the dozen, and the price of 
one in pence is the price of a dozen in shillings. 
If anyone suffers from the delusion that cakes 
of soap are packed in cartons of ten in France, 
that eggs are packed in boxes of ten in Holland, 
that bottles. of lager are packed in crates of ten 
in Denmark, he need but reflect upon the shape a 
container would be which held ten, and only ten, 
of anything commonly sold either singly or in 
quantity. i 


Halving and Doubling 


One turns now to a point on which there is wide- 
spread misapprehension, the belief that all the 
countries mentioned have a pure decimal system. 
This is simply not true. Тће natural tendency of 
. human beings in all parts of the world to think in 
halves and quarters has, after all these years of 
overseas decimalization, proved irresistible. Тће 


- United States and Canada each has a coin for 


^*^ half a dollar, admittedly somewhat rare, and a 


*quarter' which is exceedingly common. It is true 
that it can be, and is, written as $.25, especially 
when associated with figures for one or more 
dollars, but it is always spoken of as a ‘quarter’ 
and never called twenty-five cents (nor, incident- 
ally, а quarter-dollar), perhaps because it is 
shorter to call it a quarter. 

- The countries geographically nearest to Britain 
all have currencies which, basically, are built up 


of one hundred little units to the large unit, but ` 


they all halve and double. Austria has coins of 
5 and 5o groschen and notes of 20, 50 and 500 
schillings; Denmark has coins of 2 and 5 ore and 
2 kroner; there are 4 Dutch cents to the stuiver, 
4 Dutch kwartje to the thaler. France has 2, 5, 25 
and со ‘new’ centime coins, 5 and 50 ‘new’ franc 
notes; Germany 2, 5 and 5o pfennig and 2 and 5 


DM coins, 5, 20 and 50 DM notes; Italy 5; 20 © 


and 50 lire coins and 500 lire coins and notes; 
Spain 5 and 50 centimo, 24, 5, 25 and 50 peseta 
coins, 5, 25, 50 and 500 peseta notes; Sweden has 
25 and со ore and 2 kronor coins, 5 and 50 kronor 
notes. In technical terms the binary scale of 
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numeration with which the human race began 
centuries before anyone could count up to ten, 
or even five, is so deeply embedded in everyone 
that there is no escaping it. 


А Lesson from France 


There is another lesson which we in Britain may 
learn, this time from France. To the confusion of 
everyone, not least the French themselves, there 
now circulate in France two forms of note; one, 
for example, labelled ‘1,000 francs’, the other 
labelled ‘10 NF’ (new francs). Both are, of course, 
of precisely the same value; but such is the con- 
fusion that after all these months, articles in the 
shop windows of France are still being doubly 
priced — in francs and ‘nouveaux francs’. All this 
confusion could have been avoided by printing both 
values on all the new notes for a limited period. 


=. Choice of Unit 


Thus two principles for the new British currency 
would be, first, that during introductory years 
the new notes and coins should bear more than 
one notation; ard secondly, that a decimal 
currency does not, apparently cannot, preclude 
the use of coins of half a unit, and one-quarter, 
and even one-eighth, and notes of two, five 
twenty and fifty units, or some of them. A third 
principle is now suggested, namely, that in 
chosing a new unit for Britain it would be well to 
choose one which is not too wildly out of line 
with other countries! conception of a convenient 
unit. 

The Dutch florin is but a tiny fraction less than 
the British florin, the French new franc is worth 
about 1$ 5d, the German mark about 15 94, the 
Swiss franc about 15 84. Obviously we in Britain 
can only come into line, ánd only approximately 
because exchanges vary, with no more than one 
of these countries which are geographically 
nearest to us. If we come into line, as near as may 
be, with Holland, by choosing as our unit, the 
florin, which is of so nearly the same value as the 
thaler, it will stand at a not too large a premium 
as compared with most continental countries, and 
the English shilling, or half-florin as it would be 
called (and would probably soon become known 
as 'а half), would very closely approximate to 
the Danish krone. Furthermore, the florin would 
correspond very closely to the American dollar in 
one sense, in that it purchases about as much in 
Britain as the Americans! dollar purchases in the 
United States. 

The selection of the florin as the unit would 
have the advantage, in the view of many, that the 
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old records in pounds sterling would not become 
out of date — a result much to be desired for more 
than purely sentimental reasons. One does not 
have to be a mathematician to realize that if the 
profit of Tin Tacks Ltd was £1 million in 1962, 
and Ето million in 1963, it has neither reduced 
nor increased its annual profit. 

The writer's specific suggestion, then, is that 
from an appointed day, say January Ist, 1963, all 
а issued in Britain should ђе doubly notated, 

us: 


Froo £10 
Fso £5 
Fro £: 
Fs ба га 105 
and all coins trebly notated thus: | 
Florin .. Twoshilings .. ЕІ 
Half One shilling Fo.5 
Quarter Six pence Fo.25 
Eighth .. Three pence Fo.125 


The ‘FID.DEF.’, it is respectfully suggested, 


could be put on the same side of every coin as the ` 


‘DEI GRATIA’. а 

If the experiment proved successful, the second 
of these notations, the present values, would 
eventually disappear. The half-crown and the 
halfpenny would be withdrawn from circulation 
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(declared by law to be worth, respectively, one 
florin and nothing after January rst, 1964) and 


follow the noble, the groat, and the farthing, and 


many another coin, into oblivion. 

The foreign trader and the visitor to Britain 
from overseas need not be troubled by the fact 
that, for our own private purposes — an internal 
secret if one cares so to regard it — we in Britain 
have retained the penny, worth one-third of an 
‘eighth’, Thus we should still be able to do what 
no other decimalized country can do, profit by 
the fact that the price of an article in our (private) 
penny would be the price of a dozen in ‘halves’ ~ 
which, like the North American ‘quarter’, would 
certainly remain in widespread use. The idea of 
the florin as the British decimal! unit, introduced 
in the way suggested, has been termed an experi- 
ment, and it is one which would cost practically 
nothing. If it succeeded it would be retained; if it 
failed it could be abandoned at no loss to anyone. 
But the half-crown and the halfpenny would in 
any event remain abolished! 

The writer does not preclude the possibility of 
a new unit of measure being invented and called, 
say, a ‘tenth’, namely, a tenth of a florin, equal in 
value to 2-44, and it would be a nice touch, and 
not untypical, if though invented as a notion it 
were never coined. 


Rates as Preferential Debts 


by W. H. D. WINDER, М.А., LL.M. 


GENERAL rate levied by a local autho- 

rity is not, to the legal purist, usually 

to be considered a ‘debt’, as it is not 
recoverable by action. It is, however, sufficiently 
a ‘debt’ on which to found a bankruptcy petition 
for the purposes of section 4 of the Bankruptcy 
Act, 1914, this point being settled by the Court 
of Appeal in the case of Re McGreavey ([1950] 
Ch. 269). And whether or not it is, according to 
general legal principle, a debt, it is something 
which is expressly given priority in the distribu- 
tion of the property of a bankrupt and in the 


liquidation of a company. The peculiar charac-: 


teristics of a rate as compared with other debts 
specified in the statutory lists of preferential 
claims give rise to special problems. One of these 
problems is concerned with the bearing of the 
Rating and Valuation (Miscellaneous Provisions) 
Act, 1955, section r (7) on the insolvency 
legislation. 

The amount of a rate assessed for a particular 


rating year may be reduced by a subsequent 
alteration of the valuation list. If such an alter- 


ation is proposed by a ratepayer there are . 


statutory provisions which postpone recovery of 
the rate, or part of the rate, until the proposed 
alteration has been settled. How is the normal 
twelve months’ priority period in a bankruptcy 
or liquidation affected in such circumstances? 
Some differences of opinion seem to exist among 
trustees in bankruptcy, liquidators and local 
authorities. It has been questioned whether 
postponement of recovery because of a proposed 
alteration reduces or increases the amount of the 
preferential claim which would have been valid 
if there had been no such postponement or 
proposal. 

‘In the distribution of the property of a bank- 
rupt there shall be paid in priority to all other 
debts’, the Bankruptcy Act, 1914, section 33 (1), 
tells us, * (а) All parochial or other local rates due 
from the bankrupt at the date of the receiving 
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order, and having become due and payable 
within twelve months next before that time.' 
Section 319 (1) (а) (i) of the Companies Act, 


: 1948, is in similar terms. 


‘Due and Payable’ 


The import of these words in relation to the 
rating system was considered in the case of In re 
Airedale Garage Co Ltd ([1933] Ch. 64) which 
decided, to put it broadly, that an alteration of 
the valuation list increasing a rate has a retro- 
spective effect, and the difference is therefore 
payable as if it were arrears of the original rate. 
'The precise question before the Court was 
whether the priority given by the Companies 
Act to rates becoming due and payable within 


« twelve months next before the appointment of a 


receiver is extended by the Rating and Valuation 
Act, 1925, to include additional rates payable in 
respect of the twelve months, or some part 
thereof, under assessments made at a date subse- 
quent to the receiver’s appointment. The Court 
of Appeal held that the priority did extend to the 
addition. 

А. proposal to alter a valuation may not be 
finally settled until well after, perhaps several 
years after, the original rating year. The time 
lag is likely to be long in view of the provisions 
of section 1 of the Rating and Valuation (Miscel- 
laneous Provisions) Act, 1955. And if it is long, 
then the final settlement is likely to be made after 


athe expiration of the twelve months ending with 


the date of the receiving order or with the 
relevant date under the Companies Act. Тће final 
settlement in the case just cited was not made 
after the expiration of this period but final settle- 
ments at the present day are likely to be made 
outside that period. Often they will be well 
outside it. 

Section 1 (7) deals with the recovery of certain 
excess rates in certain cases in which a proposal 
to reduce the value ascribed to property has been 
made by the ratepayer. If the value in a new 
valuation list exceeds the old value and the 
hereditament has not been substantially altered 
since its value was last previously determined, 
and '(c) a proposal for the alteration of the list, 
so as to reduce the value so ascribed to the here- 
ditament, is served on the valuation officer before 
the end of the year beginning with the date on 
which the list comes into force, then' the follow- 
ing consequence ensues: 


‘Until the proposal has been settled, the amount 
recoverable in respect of rates levied on the here- 
ditament for that year, or for any subsequent year, 
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shall not (in the case of any such year) exceed the 
total amount of the rates (including any special 
rates) levied on the hereditament for the last 
year before that list came into force.' 


Can it be said that the amount eventually 
recoverable has priority in bankruptcy or liquida- 
tion if the date on which it becomes recoverable 
by virtue of the above enactment is within the 
twelve months immediately before the receiving 
order or relevant liquidation date? 'The better 
answer would appear to be, No, that there is 
no such priority for the amount as such. The 
amount would appear to be attributable to the 
earlier rating years. This conclusion seems to 
follow from the explanation given in the case of 
In re Airedale Garage Co Ltd of the words 'due 
and payable' as used in the Bankruptcy Act and 
the Companies Act. These words are different 
from the word 'recoverable' in the Rating and 
Valuation (Miscellaneous Provisions) Act, 1955. 


Retrospective Revaluations 


It was decided in that case that the duty cast 
upon a receiver appointed by debenture-holders 
to pay rates then due from the company and 
“having become due and payable within twelve 
months next before' his appointment in priority 
to other debts applies to a subsequent increase 
in the rates resulting from an appeal being 
allowed against the de-rating of part of the com- 
pany’s premises. This was so because by section 
37 (10) of the Rating and Valuation Act, 1925, the 
resulting amendment of the valuation list was to 
*be deemed to have had effect as from the com- 
mencement of the period in respect of which the 
rate was made’ and to be recoverable .‘as if it 
were arrears of the rate’. This provision is now 
to be found in words to the same effect in the 
Local Government Act, 1948, section 42 (1). 
The reasoning of the Court of Appeal in that case 
must be applied to this, the current, Act. 

It was explained that by the terms of the rating 
statutes the liability in respect of rates is ‘thrown 
back to the period during which the duty to pay 
rates accrued’. This is so even though, as Lord 
Hanworth, Master of the Rolls, said, ‘it is true 
that it was not measured finally until a date 
which was subsequent to the twelve months’ 
preferential year’. He added that certain principles 
are quite clear and that ‘one is that a rate duly 
made and published is immediately payable’, and 
he continued as follows: 

‘Sir John Jervis, Chief Justice of the Common 

Pleas, in deciding Davis v. Burrell ((1851) то СВ. 

821) said: “When a rate is duly made and pub- 


4 


lishéd, it is the duty of the parties assessed to - 


seek out the collector and to pay it", and he con- 
trasted that duty so imposed upon them with the 
position under the statute 43 Eliz. c. 6, which 
provides that before recovering rates by distress 
it is necessary to make a personal demand; but 
` there is no such requirement in order to set up the 
direct liability of the ratepayer to the rating 
authority. The other members of the Court say 
the same thing. That case was referred to in 
Kershaw, Leese & Co Ltd v. Stockport Overseers 
([1923] 2 K.B. 129) by Greer, J., as establishing 
quite clearly the principle that as soon as the rate 
is properly made and published it has become 
payable by the ratepayer.’ p 


'The conclusion was that the increased assessment 
had to be appropriated to the rating period in 
question, and to that period alone, and ‘although 
ascertained at a later date, it none the less belongs 
to and is founded upon the liability to rates during 
that period and no other". 

The Court of Appeal refused in express terms 
to give a restrictive meaning to the retrospective 
sections of the rating Acts. It was specifically 
held that they did not have effect only for the 
purposes of those Acts but had effect also for the 
purposes of the preferential debts provisions of 
the Companies Act. “They were to have effect 
upon debts for rates as a whole,’ said the Master 
of the Rolls, ‘and where one finds that the debt 
has been appropriated to a particular period one 
must deal with it as such, and see whether in that 
character it falls within the limitations’ (italics 
inserted) of the section of the Companies Act. 
'The same approach would, of course, apply to 
the priority of debts section of the Bankruptcy 
Act. 

It may be mentioned that the case of Kershaw, 
Leese & Co Ltd о. Stockport Overseers 
(supra) was decided before the modern 
retrospective provisions were introduced by the 
Rating and Valuation Act, 1925. The case seems 
to have given rise to some misunderstanding of 
the present law. The headnote to the case reads: 


“When a person assessed in a valuation list gives 
notice of objection to the sum at which he is 
therein assessed, and the valuation list, and conse- 
quently the rate, are altered as a result of the 
objection, the rate does not become due and pay- 
able by such person until it has been so altered.’ 


This was the law on the pre-1925 statutory word- 
ing, that is, before section 37 (10) of the Rating 
and Valuation Act, 1925, and (replacing it) 
section 42 (1) of the Local Government Act, 
1948. The decision is not applicable at the 
present day. MINE | 
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Amount 'Recoverable' 
Because of the retrospective effect of a revalua- 


tion the whole rate, as amended, is or was due... 


and payable in the original year or years but 187 
none the less only ‘recoverable’ under the Rating 
and Valuation (Miscellaneous Provisions) Act, ' 
1955, when the proposal for the alteration of the 
list is finally settled. 'The question arises whether 
this quite clear and specific provision for recovery 
qualifies, for insolvency purposes, the result which 
would normally follow from applying the.'due 
and payable’ test retrospectively. If recovery is 
possible only from a date which falls within the 
twelve months down to the date of the receiving 
order, it is not surprising that some authorities 
are inclined to argue that there is a preferential 


claim in such circumstances for the ‘surplus’ > 


amount, as it may be called. The surplus must be 


attributed to the earlier years and is, or was, due . 


and payable then, but from the creditors’ point 
of view it is the right of recovery which really 
matters. : 

‚ The Act of 1955 is very precise as to when al 
proposal is settled, thus making, for the first“ 
time, the amount recoverable. Section т (8) reads: 

*For the purposes of the last preceding section 
a proposal shall be taken to be settled when an 
alteration is made in tbe valuation list so as to 
give effect to the proposal or to an agreement 
made in consequence of the proposal, or when the 
proceedings on an appeal against, or a reference to 
arbitration relating to, an objection to the proposal 


(including any proceedings in consequence of = 


such an appeal or reference to arbitration) are 

finally determined, or when the proposal is with- 

drawn, whichever first occurs.” р 

It is submitted, however, that there is a real 
distinction between the two notions of payable 
and recoverable, that this distinction is recognized 
for general legal purposes, and that it must be 
applied to the insolvency legislation so as to 
deny preferential claims to the postponed surplus. 
It often happens that an ordinary debt is payable, 
perhaps even payable under the order of a Court, 
but is not presently recoverable, perhaps because 
the Court has specifically suspended the normal 
recovery process. z 

In interpreting the words “due and payable' in 
the Bankruptcy Act and the Companies Act in 
the light of the Court's explanation in the 
Airedale case no violence is done to the meaning 
which must be put upon ‘recoverable’ in the 
Act of 1955. It is the former-expression which is 
the operative test for a preferential claim and the 
latter which is the test for enforcement of the 
claim in other ways. 


r 
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Weekly Notes 


AS SEEN BY OTHERS 


HE latest repórt on the state of the United 

Kingdom economy from the Organization for 
Economic Co-operation and Development! is one of 
the most informative and useful documents to have 
appeared from that source. Instead, as has been the 
case in the past, of dealing primarily with the experi- 
ences of the preceding twelve months, this latest 
report traces the development of Britain's economy 
since 1950, dealing with each facet in turn, and 
contrasting the performance of each sector of the 
economy with those of the E.E.C. (Common Market) 
countries, Аз such, it is an invaluable source-book 
for those who care to discuss these issues. 

The report does not attribute the relatively poor 
economic performance of Britain to any single cause, 
but rather to a combination of interlocking factors. 
It stresses, for example, the lack of labour mobility 
in contrast with the E.E.C. countries which can draw 
upon pools of unemployed, or under-employed 
agricultural labour. It notes that the trade unions 
in the United Kingdom have been more militant 
and that, in consequence of the shortage of labour, 
employers have tended to hoard, labour. 'The report 
lays special emphasis on the fact that Britain has 


e. "hroughout devoted a smaller proportion of its 


national income to productive investment than other 
countries, and suggests this may have been due to the 
Government's ‘stop-go economic policy and the 
persistent rise in costs. 

The survey draws attention to the well-known 
weakness of British export trade, that too high a 
proportion of our exports are aimed at declining 
markets, It concludes that the primary aim of 
British economic policy must be to strengthen the 
balance of payments and suggests that it is ‘unlikely 
that in 1962 it will be possible very substantially to 
relax the measures now HOS the growth of 
internal trade’. 


NATIONAL INCOME ESTIMATES 


= ај мн the Blue book on National Income and 


Expenditure is published in the late autumn, it is 
nowadays customary to publish before the Budget a 
White Paper containing preliminary estimates of 
these important aggregates. The latest White Paper? 
lEconomic Surveys by the O.E.C.D. United Kingdom. 
March 1962. H.M.S.O., 35. 


*Preliminary Estimates of National Income and Expenditure, 
1956 to 1967. Cmnd. 1679, H.M.S.O., 15 ба. 
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shows that at £23,446 million the gross domestic 
product in 1961 was 6 per cent higher than in the 
previous year, the rise being the same as that a year 
earlier. But in real terms the actual increase last 
year was only 21 per cent compared with 3 per cent 
in real terms the year before. At current prices 
consumers’ expenditure totals £17,302 million, which 
is 4} per cent up on the previous year, but in real 
terms a mere 1} per cent. Fixed investment in 1961 
totalled £4,530 million, an increase of 71 per cent in 
real terms. Íncome from employment rose from 
£15,102 million to £16,258 million on the year, an 
increase of 7$ per cent. But company. profits, at 
£3,374 million, were £200 million lower than in the 
previous year, a fall of 5} per cent. 

The experience of 1961 is in sharp contrast with 
that of the previous year when incomes from employ- 
ment and profits both rose by 7} per cent apiece. 
Of special interest is the fact that nearly one-half of 
the net increase in personal incomes after tax was 
saved, a continuation of the striking increase in 
personal saving which has been a feature of recent 
years. Thus, while in 1956 saving amounted to less 
than 6} per cent of personal income after tax, in 1960 
the proportion was nearly 8} per cent and last year 
it reached 108 per cent. Nevertheless, personal 
consumers spent {£17,302 million on goods and 
services, of which £2,269 million went on alcoholic 
drink and tobacco. It is noteworthy that this particular 
item rose 8} per cent on the year, while the personal 
expenditure on durable goods, due no doubt in part 
to hire-purchase restrictions and the general un- 
certainty, fell by 5 per cent to £1,286 million. In 
contrast, corporate Incomes and undistributed in- 
come of companies before replacing capital assets 
both fell, for the first time since 1952. 


BELOW THE LINE 


N the near century which has elapsed since the 

present form of the Budget accounts was intro- 
duced, the items below-the-line have grown from 
half a million pounds to over £600 million. Below- 
the-line expenditure consists of repayable advances 
and other expenditure which Parliament has specifi- 
cally authorized the Government to meet from 
borrowing. Last year the Chancellor introduced a 
new pre-Budget White Paper which was intended to 
provide information about this below-the-line ex- 
penditure. The second of such papers, which covers 
1962-63°, states that the total expenditure below-the- 
line has declined from £621 million in 1961-62 to 
£507 million in 1962-63. 

‘The most important borrowers remain the national- 
ized industries, which account for over 80 per cent 
of the total borrowing, and among them the Elec- 
tricity Council with £179 million and the British 
Transport Commission with £139 million are the 
most important. The National Coal Board, it is of 


Government Expenditure Below the Line, 1962-63. Cmnd. 
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interest to note, will borrow nothing in 1962-64 
as compared with £26 million last year. Loans for 
overseas assistance are expected to rise in 1962-63 
by £15 million to £76 million, and a rise of £70 million 
is expected in the interest charged and received on 
below-the-line advances. This fortunately is a self- 
balancing item, but serves to draw attention to the 
wider effects of a high Bank rate. 


PROMISE TO PAY ‘ON OR BEFORE’ 
NOT A PROMISSORY NOTE 


CLAIM on an alleged promissory note has been 
dismissed by the Court of Appeal on technical 
grounds. In Williamson v. Rider (The Times, March 
23rd) a document was dated January 9th, 1955, and 
was apparently signed on August 14th, 1956. The 
only thing which distinguished it from an ordinary 
promissory note was that the maker promised to pay 
£100 not ‘on’ December 31st, 1956, but ‘on or before’ 
December 31st, 1956. The definition of ‘promissory 
note’ in section 83 of the Bills of Exchange Act, 1882, 
requires the promise to be to pay ‘on demand or at a 
fixed or determinable future time’. By a majority of 
two-to-one the Court of Appeal held that the insertion 
of the words ‘or before’ prevented the document 
from being a promissory note within section 83. 
Leave to appeal to the House of Lords was refused.. 
It is interesting to note that for the purposes of 
° stamp duty the document was nevertheless а promis- 
sory note. Section 33 of the Stamp Act, 1897, provides 
that, for the purposes of that Act, the expression 
*promissory note' includes any document or writing 
(except a bank-note) containing a promise to pay any 
sum of money. 


LABOUR STATISTICS GALORE 


- AS promised in the recent White Paper on Incomes 

Policy, the first issue of the publication devoted 
to statistics of ‘Wage rates, earnings, hours cf work 
and other conditions of employmerit, manpower, 
prices, production, profits and other relevant sub- 
jects’ has now appeared? 

It is a substantial publication which contains little 
that is really new in the way of statistical data. Its 
main merit is that it brings within the compass of a 
single publication all the information which anyone 
having anything to do with labour matters could 
possibly want. Not merely are there detailed analyses 
of wage rates and earnings, as well as hours of work, 
by separate industries but there are also regional 
comparisons for each industry. Data relating to 
earnings and wage rates are expressed both in money 
terms and also in the form of indices which facilitate 
the comparison between different industries. In 
short, the publication is based on the information 
contained in recent years in the Ministry of Labour 
1 Statistics on Incomes, Prices, Employment and Production. 
No. 1. НМ.5.0. Price 125 6d net. 
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Gazette but in such a form that comparisons are 
possible. 

A substantial and interesting section oh company 
finance, some of which has appeared in Economic 


& 


Trends gives the reader an analysis of earnings, ` 


taxation and other appropriations for a wide range of 
industries over a number of years, in most cases since 
1950. There is a comprehensive section on employ- 
ment statistics with an analysis by occupation and 
region. А final section is devoted to the main indices 
of retail and wholesale prices since 1956 together 
with the changes in the import and export price index 
since 1954. À brief summary of the index of industrial 
production for a wide range of industries completes 
the volume. 


STAMP DUTY ON BLANE TRANSFERS 


N April 6th, Mr Justice Wilberforce gave 
judgment for the Crown in the stamp duty case 
Fitch Lovell Lid о. C.I.R. (The Guardian, April 7th). 


The company had submitted for adjudication а 


number of blank transfers executed at its request 
by the shareholders of a company which was the 
subject of a takeover by Fitch Lovell Ltd. The 
consideration received by the transferors was some 
30s per share and it was part of the bargain that 
Fitch Lovell Ltd should be entitled to receive notices 
of meeting of the company, although Fitch Loveil 
Ltd was not on the register of members.. АЕ ап 
extraordinary general meeting the company altered 
its articles in such a way that the shares in question 
became of very small value and Fitch Lovell then 
sold them at about one penny each to its associated 


company. A document executed by the associated ~ 


company, to which the blank transfers were attached, 
was charged with duty on the penny consideration, 


w 


as being a conveyance on sale of those shares. The ` 


Crown also claimed duty on the blank transfers, 
calculated by reference to the consideration moving 
from Fitch Lovell Ltd (305 per share). Fitch Lovell 
Ltd claimed (a) that the blank transfers were not 


‘conveyances on sale’ in that they did not vest the legal: 
.. title in the shares in Fitch Lovell Ltd and (b) that in 


any case the duty payable was confined to that on the 
document effecting the subsale, in accordance with 
section 58 (4) of the Stamp Act, 1891. His lordship 
rejected both contentions. 


TO DECIMALS IN FIVE YEARS 


'HE National Association of British Manufac- 
turers think that conversion to a decimal system 
could be complete within five years. This opinion is 
given in their report to the Committee of Inquiry 
on Decimal Currency. The Association was asked to 
comment on the most convenient and practical form, 
the incidence of cost and the time and phasing of the 
change-over. 
The Association is in favour of a change to the 
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decimal system and thinks that the five-year period 
would includé а two- or three-year preparatory period. 
While the change is taking place they think that both 


currencies should be in operation. A five-year period 


№ 


would avoid, in their opinion, the possibility of a 
double operation for firms which have bought 
machines immediately after the war and which would 
be due for replacement or renovation in the near 
future. They think that £128 million to £135 million 
is a fair estimate of the cost of replacement or 
conversion of accounting machines but there would 
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be a significant cost beyond this ‘which they cannot 
compute. | 

They favour making ros the basic unit to be called 
the ‘noble’ or ‘royal’, The pound would be worth 
two 105 units and the cent, which would replace the 
penny, would be worth 1-2 pence. There would be 
ten cents in a shilling which should be retained. They 
think that the 4 cent should be retained but it should 
not be used for accounting machine purposes. They 
quote the experience of South Africa where the ros 
cent system has been adopted and Australia and 
New Zealand where it has been recommended. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 119. 

5 articled clerks, we used to be а race apart; our 
hands against all men and all men’s hands against 
us. We worked hard, we studied for our exams with 
judiciously-gauged diligence, we were loyal one to 
another. But we preserved our integrity and dignity 
against soulless seniors and patronizing partners by 
making it clear that we were no hired hacks; we had 
paid for our apprenticeship; we were free citizens. 
If we sauntered out to morning coffee on a Saturday 
when work was slack, we did so as of right; we paced 
the causeway like young Capulets swaggering through 


Verona. Our regular table was reserved downstairs 


in our favourite café; the junior partner used to fancy 
that café, but he moved out when we moved in: 

The perennial trouble in those days was.always 
money, or rather the lack of it, since our tastes 
outpaced our wallets; a tendency which, indeed, the 
passage of time has not cured. We sought remedies in 
practices hallowed by generations of articled clerks 
before us..Our office upheld the prestige of its staff 
by permitting first-class rail travel on out-of-town 
audits; we travelled third-class and pocketed the 
difference. We had а daily ‘away allowance’ envied by 
many of our colleagues; it, too, permitted a differen- 
tial. How often have we lunched frugally on chocolate 
and apples, rather than table d'hóte, that the conse- 


' quent saving might be spent more enjoyably in 


nocturnal revelry. . - 

As my colleague, Ned, said in lordly style, when I 
found him replenishing his cigarette case from the 
full casket in our firm’s conference room before a 
board meeting: ‘A lawful -perquisite, no less. It’s 
been charged out to the client as entertainment 
expenses in the petty-cash book, so we're entitled to 
a share.’ I couldn’t follow his logic, but he sounded 
satisfied. : 

I worked out a profitable scheme once when I 


was due to travel to a Bradford audit. An uncle 
travelling northwards took me three-quarters of the 
way before his route diverged; he dropped me at a 
bus stop in the February dusk, before vanishing 
away westwards. I stood there, suitcase in hand, 
watching the golden lines of headlights speeding in 
unison north and south. А few soft snowflakes drifted 
down, eddying ballet-like in the light breezes, coating 
the trees behind the hedges in glittering crystals and 
dappling the pathway. Тће moors beyond stretched 
away into obscurity. It was like a Rembrandt paint- 
ing; accountants should always appreciate the 
aesthetic beauties of Nature, especially when they've 
made a substantial profit on their bus fare. 

My bus roared up ten minutes later, sharp on 
time. It was full. It passed without pausing. A 
glimpse of crowded seats, of the conductor motioning 
refusal... it was ропе. The next was due an hour 
later. 

It was quite some minutes before my dazed brain 
recovered from the shock and groped for a solution. 
The road stretched dark and bleak for miles on either 
side, only a few remote lights indicating houses here 


.and there. No use.to walk on; there might well Бега 


chance of catching a bus on a different service. Тће 
snow was falling steadily now, ugly wet lumps that 
covered me like a snowman; the darkness around 
became slowly peopled with ghosties and ghoulies 
and long-leggity beasties. I might as well have been 
in a wilderness for all the human contact I could 
make in my extremity. Тће cars raced by, heedless of 
my desperately waving hand, though I stepped into 
the roadway to try to stop them. People are extra- 
ordinarily selfish sometimes. The heavy suitcase 
nearly ruptured my shoulder muscles, its soaked base 
witnessing my mistake in putting it down previously. 
My feet froze slowly; pleurisy or pneumonia, ог ` 
both, loomed ahead. That profit would be a small 
return on investment, assuming I survived to collect 
it. ? 

Well, I survived all right, though it was the 
chilliest hour in all my experience. Since then, my 
reimbursement slips have always been supported 
by hotel bills and tickets, and I enjoy the prescribed 
standard of living to the limit. Even articled clerks 
learn sense in the fullness of time. 


Finance and 
Commerce 


Provincial Issuing House 
NE financial development of recent years is 
the spread of issuing house business beyond 
the limits of the City of London. А. number of the 
provincial cities now have their own issuing house 
organizations and one of them, Birmingham Industrial 
Trust Ltd, provides the subject for this week's 
reprint. 'These are its second accounts. 
The company dates from the end of 1959 and has 
as its chairman, Mr Evan Ag. Norton, a Birming 
solicitor with a long list of company appointments, 
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including membership of the Birmingham Com- 
mittee of Lloyds Bank. Deputy chairman is Mr 
W. С. A. Russell, F.c.A., the Birmingham accountant 
whose appointments include the chairmanship of 2 
Glynwed Tubes Ltd. Other members of the board 
include names prominent in business and industry | 
in the Midlands and a representative of Lazard | 
Brothers & Co, the London house with which the 
company is connected. The {500,000 capital was 
provided by professional and business interests in 
the Birmingham area. 

In a way, the sponsoring of share marketings is 
the culmination of issuing house work. ‘We have’, 
says Mr Norton, “made advances to and raised funds 
for private companies which, with our help and 
guidance, are likely to be floated within the next few 
years. We have also been able to fulfil.our role as 
financial advisers to our clients both generally on 
everyday financial matters, and specifically in con- . 
nection with acquisitions and mergers.’ di 





BIRMINGHAM INDUSTRIAL TRUST LIMITED 
AND ITS SUBSIDIARY 
ВАТ. INVESTMENTS LIMITED 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 
for the year ended 3156 DECEMBER, 1961 





PROFIT FOR THE YEAR before providing for taxation zx БА 


including Income from investments, loans and deposits 
and after charging: 
Depreciation vs .. 
Directors' remuneration: 
Fees .. же .. 


Management .. £s 
Auditors' remuneration 


TAXATION on the Profit of the year: 
Income tax 
Profits tax y £ a "is is .. се 


PROFIT after taxation: 
Parent company .. m Бе Ба T ne РБ ee 
Subsidiary company a ss is -— = < 


APPROPRIATIONS: 
Transfer to Special Reserve s. 
Proposed dividend for the year, 4%, ker tax .. ae 
Formation expenses written off — .. 
Amount set aside for jncome tax to 5th April, 1 962 «s ate vs 


BALANCE: Unappropriated for year 
Forward from last year EX RM a 


UNAPPROPRIATED PROFIT carried forward: 
Parent company .. EM .. 
Subsidiary company vis tr 





Period from 
[8th November, 1959, 
to3Ist December, 1960 


f £ 
54,256 33,871 
1961 1960 
£ £ 
29,466 23,638 
1.106 1,039 1 У 
1,800 
6,279 
242 


21,105 
6,267 


27,372 15,262 








Р ue > - yi 21,754 


5,130 387 
17,602 





12,354 7133 ^ 








.. :. .. .. 14530 . 10,469 
.. .. .. .. 10,469 — 





24,999 


— £24,999 


des 


x; 
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Trustee Work 


В.І.Т. Investments Ltd, the consolidated subsidiary, 
is, as its name implies, an investment-holding com- 
pany. А 'nursery' subsidiary is a normal feature of 
issuing house operation: a separate company into 
which can be placed investments — some quite long- 
term — which may, in due course, be the subject of 
a share marketing. 

Company registration is what may be termed a 
‘side line’. This year there is an alteration of the 
memorandum to enable the company to carry on 
trustee work: 'to act as trustees of wills, settlements 
and trust deeds of all kinds and as executor and 
administrator and to carry on the business of a trust 
and investment company in all or any of its branches 
and departments, and to issue or grant annuities 
and to guarantee the performance of contracts', in 
the words of the new sub-clause. 

The report includes а page of “Issue business in 
1960 and 1961’, showing the offers for sale, placings 
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and rights issues conducted by the company, the 
companies, their capital, shares marketed, their price 
and total market value. 

It is a line of business in which the accountant has 
an important function. A tremendous amount of 
investigation work is involved before a company’s 
shares can be put on the market. 


Alliance Trust 


Mi OR but interesting changes have been made 
this year in the accounts of The Alliance Trust 
Co Ltd, one of the Scottish investment trust com- 
panies that in three-quarters of a century has built 
up a portfolio with a market value of over 264 
million. 

Mr Alan L. Brown, the chairman, points out that 
in the revenue account, estimated double taxation 
relief on the current year's income is shown as an 
addition to gross revenue and not, as previously, 
as a deduction from United Kingdom taxation. 





BIRMINGHAM INDUSTRIAL TRUST LIMITED 
AND ITS SUBSIDIARY 


B..T. INVESTMENTS LIMITED 
d 3156 DECEMBER, 1961 


BALANCE SHEET 
























































19 
Parent Company Consolidated Parent Company Consolidated 
£ £ £ £ £ Е £ £ 
FIXED ASSETS, at cost: 
6,138 6,138 Office equipment and motor vehicle ES 56 - БА .. 6,584 6,584 
1,039 1,039 less Accumulated depreciation vs сж 26 ДА .. 2,145 2,145 
5,099 5,07 4,439 4,439 
Investments: 
118,582 Quoted (Market vais £172,720) {i 760, Е 16, 519) ks .. m 162,924 
: 6,000 Unquoted .. < .. .. 6,000 
124,582 168,924 
129,681 173,363 
SUBSIDIARY COMPANY: 
0,000 Shares at cost vs Vu = 5 . EN ss ER : 10,000 
108,500 Advances > x xa x xx .. - + 159,309 
118,500 — 169,309 
CURRENT ASSETS: 
— — Loans .. A fi 45 219,850 219,850 
5,565 5,586 Debtors and accrued interest ET . . 4,788 4,810 
Investments: 
47,588 47,588 Quoted, at market value а es - e š ^ 19,580 19,580 
— — Unquoted, at cost. bs T 60,620 60,620 
320,000 320,000 Short term deposits with Local Authorities é xx 55,000 55,000 
28,765 29,995 Bank and cash balances A s И 26,540 27,297 
401,918 403,169 386,378 387,157 
CURRENT LIABILITIES: 
1,754 8,873 Creditors  .. sè P $s А 6,962 7,019 
10,308 10,308 Taxation 5 .. ve . s si 25 RS 6,365 6,365 
— — Proposed dividend `` 12,250 12,250 
— NOTE. The company has guaranteed ‘the bank overdraft of a client 
12,062 19,18! company up to a maximum of £25,000. 25,577 25,634 . 
389,856 383,988 МЕТ CURRENT ASSETS  .. e ix T x 5% .. 360,801 361,523 
513, 513,455 513,669 534,549 534,886 
3,200 3,200 Deduct Income tax 1962/63, due Ist January, 1963 9,550 9,550 
£510,255 £510,469 NET ASSETS .. xx ме i ae s М £524,999 £525,336 
SHARE CAPITAL: 
500,000 500,000 Authorised and issued: 500,000 shares of £1 each, fally paid .. ta 500,000 500,000 
' CAPITAL RESERVE: 
— — Net surplus on sale of investments ° — 233 
REVENUE RESERVES: 
— — Special Reserve, distributions received free of tax .. .. .. — 104 
10,255 10,469 Unappropriated profits 2$ s Vs .. "A .. 24,999 24,999 
24,999 25,103 
—— EVAN Ag. NORTON — = 
£510,255 £510,469 Directors £524,999 £525,236 
aS RIM K. 6. RUDD 
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'To avoid distortions from one year to another, 

Mr Brown says further, it is intended to include in 

` the revenue account only such adjustments for 

previous year's taxes as may seem at a normal level 

and likely to recur. Exceptional adjustments, as for 

example on a change in the standard rate of income 
tax, will appear in the appropriation account. 

In the ten-year summary of results which appears 
for the first time, earnings figures have been adjusted 
to the new basis and thus differ in some years from 
the figures published at the time. 

Alliance now holds some 225 sterling orcinary 
and 120 dollar common stock investments. The 
number of its ordinary stockholders, it is interesting 
to note in following investment trends, rose in the 
year from under 7,000 to over 8,000. 


Looking Back 


E a way, audit experience is timeless. Company- 
law may change but the principles do not. And the 
difficulties of a past generation of auditors add their 
experience to the present. 
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This justifies a look-back on the affairs of the 
Fish-Oil and Guano Company whose directors, 
apologizing for their delay in issuing a report, blamed 
it in part on the refusal of the auditors, Messrs Stokes 
Brothers & Pim, to pass the accounts as originally 
submitted to them. . 

The directors maintained that the company's 
position was correctly shown in the balance sheet 
as originally drawn up and therefore printed it 
together with the accounts compiled by the 
auditors. 

These facts are taken from The Financial Times 
feature “Sixty Years Ago'. What the argument was 
all about is now lost in the mists of time. 
But it does help to harden the conviction ~ 
if ever it should be necessary — that there can 


. come a time when a resolute stand on principle is 


necessary. 

It was once. written in The Accountant, of a de- 
ceased member of the profession, that he kept 
prominently on his desk a reminder of his watch- 
word: “If it is right, there is no other way.' 





CITY NOTES 


AVING feared the worst the City was prepared 


to view the Budget—and particularly Mr 
Selwyn Lloyd's version of a capital gains tax — as a 
lot better than expected. Just how the speculative. 


gains tax will affect the market can only be guessed 


at present. 

The tendency will naturally be for shares to be 
held longer — on the basis that a speculator becomes 
an investor if shares are held for six months and a 
day. There will also be a tendency to sell shares 
which show a loss rather than nurse them for 
recovery. 


It is in the new issue market, however, where the” > 


effect of the gains tax will be felt most. The ‘stags’ of 
new issues are likely to be frightened away and new 
issue underwriting may not be the sinecure that it 
normally is. 

'The tax aspect on rights offers may also enforce- a 
change in industrial capital raising with an increasing 
emphasis on convertible loan stocks offered on a 
straightforward and not a rights basis. 

The gains tax apart, the stock-market took the 
Budget in its stride, but the absence of any definite 
growth incentive from the Chancellor could make 
the equity market vulnerable to discouraging profit 
and dividend figures still to come. It remains to be 
seen to what extent the market is prepared to dis- 
count an election budget in a year's time. 


RATES AND PRICES 4 
Closing prices, Wednesday, April Irth, 1962 


Tax Reserve Certificates: interest rate (24.3.62) 3% 


Bank Rate 
June 23, 1960 6% Oct. 5, 1961 61% 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Dec. 8, 1960 - 5% Mar; 8, 1962 53 $2 
July 26, 1961 7% Mar. 22, 1962 ` 596 
| Treasury Bills 

Feb. 2 £5 4s 493d% Mar, 9 45 os s'894% 
Feb. 9 65 85 o74d% Маг. 16 £4 175 757d% 
Feb. 16 {5 os 10°81d% Маг.23 £4 95 o47d% 
Feb. 23 £5 ros 747d% Маг. зо £4 85 1716d% 
Mar.2 £5 ros 17'264% - April 6 £4 78 4624 % 

| Money Rates 
раи то дау 32-48% Bank Bills 

34-48% 2 months 4t-4 ts % 

Fine "Trade Bills 3 months 434% 

7 3 months 53-617; 4 months 41-4 % 

4 months 531-6435; 6 months 41-48 95 
- 6 months 67% 

Foreign Exchanges 
New York 2°81}-4 Frankfurt 11249254 
Montreal 2°954-4 Milan 17404-1 
Amsterdam ro'21-131 Oslo 20°044-4 
Brussels 140°06}-} Paris 13.788 
Copenhagen 19:381—391 Zürich 12°23-4 
Gilt-edged 

Consols 4% 62} Funding 3% 59-69 83 
Consols 23% 40% Savings 3 7; 60-70 804, 
Conv'sion 51% 1974 924% Savings 3 КА 65-75 71$ 
Conversion 5% 1971 92i Savings 22% 64-67 86# 


‘Treasury 5 pA 2008-12 871 
Treasury 5% 86-89 — 83i 
Treasury 3$ А 77-80 71% 


Conversion 34% 1969 8548 
Conversion 34% 
Exchequer 54% 1966 99 


Funding 54% 82-84 91$ ‘Treasury 3H 79-81 70% 
Funding 4% 6o-go 88 Treasury 2% 39% 
Funding 34% 99-04 60} МА 5% 96$ 
Funding 3% 66-68 85% - War Loan 34% 55% 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


‘Stock Valuation Reconsidered 


Sir, – І read with interest the article on stock valuation 
by Professor Staubus in the March roth issue of The 
Accountant and while I would support him on a 
number of points, I consider that he has introduced 
an unnecessary and erroneous complication into his 
argument. 

Professor Staubus suggests that the most informa- 
tive method of valuing inventory is one which takes 
future cash flow into consideration as much as possible. 
He then proceeds to distinguish between two types of 
stock, on the basis of the opportunity cost concept 
used by economists. This would require us to value 


stocks whose absence would result in loss of sales at^ 


their net realizable value, and those whose absence 
would cause us to purchase them later at replacement 
cost. Practical application of such a procedure would 
not be possible, as no objective method of differenti- 
ating between the two types of stock exists. 

The whole concept of opportunity cost is, however, 
irrelevant. While it provides a useful tool for making 
decisions about the future and for evaluating past 
actions, it does not necessarily act as a measure of 
future cash flow. Once an item of stock-in-trade has 
been purchased the measure of the future cash flow 
arising from that purchase is the sale price of the 
stock, and therefore net realizable value is the only 
relevant method `of measurement. The fact that 
purchase could have been postponed ceases to be 
important once the decision to purchase has been 
made. 

'This modification simplifies the arguments put 
forward in the article without invalidating any of the 
major conclusions. 


Yours faithfully, 


PETER J. DICKERSON. 


Berkeley, California. B.SC.(ECON.), A.C.A. 


Revaluation for Rates in 1963 

Sir, ~ I was interested to read the article by Mr A. R. 
Ilersic under the title ‘Fixing the rates’, which 
appeared in The Accountant dated March 31st, 1962. 

I note that in the table on page 379, Mr Ilersic uses 
the multiplier x4 to convert current values of 
dwelling-houses to a 1963 basis and, from this 
multiplier, he deduces the factors to be applied to the 
other categories of rateable property. 

It appears to me that, whereas the White Paper, 
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rather misleadingly perhaps, adopts the multiplier 
of 4 for dwelling-houses, it does state that the 1956 
and 1963 revaluations will bring the gross values of 
houses to about four times the 1939 figure. As the 
1956 revaluation resulted in an increase in the assess- 
ments of dwelling-houses of approximately 40 per., 
cent the increase over current values in the 1963 
revaluation would appear to be of the order of 2-8 per 
cent. Using this figure as a starting-point, the multi- 
pliers for the other categories would be approximately 
as follows: industrial — 4:1; shops and commercial ~ 
2:4; miscellaneous ~ 2:2; and Crown ~ 2:2. 

I feel that the comparison with the 1939 values is 
misleading, particularly as the proposed 1939 revalua- 
tion was never implemented, so that the values in 
force in 1939 were those introduced by the 1934 
revaluation. The inclusion in the table on page 4 of 
the White Paper of rate-deficiency grant can also 
have a misleading effect since so many local authori- 
ties, like Cardiff, do not qualify for this grant. 


Yours faithfully, 
R. L. DAVIES, F.LM.T.A., 
City Treasurer and Controller, 
Cardiff. 


[Mr Ilersic writes: Mr Davies is right. I was misled, 
as have been others, including one of the leading 
authorities on local government finance (see Local 
Government Chronicle, March 31st and April 7th), by 
the curious wording of paragraph 4 of the White Paper. 
Even when allowance is made for this arithmetical 
mistake, we are still left with the question how it is 
that, contrary to expectation and to the surprise of 
many in local government financial circles, that the 
1963 valuation will not offset even in the slightest 
degree the highly preferential treatment afforded 
domestic property since 1956. Nevertheless, to the 
extent that my mistake determined my conclusions I 
must modify them accordingly.] 


Valuation of Work in Progress in a 
Chartered Accountant's Practice. 


SIR, – We should be interested to have the views of 
your readers as to what should be the constituent 
parts of a work in progress valuation for a firm of 
chartered accountants baving two or more partners. 

In particular we wonder which of the following 
should be included or excluded: 

(1) Direct cost (salaries, out of pocket expenses). 

(2) Indirect cost (salaries, expenses, etc.). 

(3) An allowance for partners! work. 

(4) An allowance for accruing profit. 

. We should be interested to know whether it is 
considered a distinction should be made as between 
(a) completed jobs, and (5) incomplete work. 
| Yours faithfully, 

W. І.Р. . 
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THE INSTITUTE OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, April 4th, 1962, at the Hall of the 
Institute, Moorgate Place, London EC2, there were 
present: 

Mr P. F. Granger, President, in the Chair; Mr P. F. 
Carpenter, Vice-President; Messrs Ј. F. Allan, C. Percy 
Barrowcliff, W. L. Barrows, T. A. Hamilton Baynes, 
J. H. Bell, H. A. Benson, c.B.E., Sir William Carrington, 
Messrs G. T. E. Chamberlain, D. A. Clarke, J. Clayton, 
C. Croxton-Smith, E. Hay Davison, W. С. Densem, 
S. Dixon, W. W. Fea, Sir Harold Gillett, Bt, M.C., Messrs 
J. Godfrey, G. G. G. Goult, L. C. Hawkins, J. S. Heaton, 
D. V. House, J. A. Jackson, H. O. Johnson, W. H. Lawson, 
C.B.E, R. B. Leech, M.B.E., Е. N. Macdonald, p.r.c., R. 
McNeil, J. H. Mann, M.B.E., R. P. Matthews, W. Bertram 
Nelson, с.в.Е., W. E. Parker, C.B.z., S. J. Pears, С. U. Peat, 
M.C., Е. E. Price, L. W. Robson, Sir Thomas Robson, M.B.E., 
Messrs J. D. Russell, R, G. Slack, J. E. Talbot, A. G. 
Thomas, A. H. Walton, V. Walton, F. J. Weeks, M. 
Wheatley Jones, E. F. G. Whinney, J. C. Montzomery 
Williams, E. K. Wright, Sir Richard Yeabsley, С.В.Е. 


Annual Report and Accounts for 196r 


The annual report of the Council and the accounts of 
the Institute for the year 1961 were approved for issue 
to members of the Institute. 


Committee on Relations with the Universities 


The Council has appointed Mr 5. Dixon, Mr J. S. 
Heaton, Mr R. G. Slack and Mr A. H. Walton to be 
additional members of the Committee on Relations 
with the Universities. 


Report of the Education and Training Committee 


‘The report of the committee has been considered in 
detail by the Council in the light of the comments made 
by the committees of the Council and the committees 
of the district societies. The Council has adopted in 
principle many of the recommendations made in the 
report and others are still under consideration. The 
relevant committees are considering the financial 
implications and the procedure and time-table for 
implementation. There will be consequential alterations 
to the Royal Charter and bye-laws. Meanwhile 
announcements will be made from time to time by the 
Council but no member, student or prospective 
student should take any course of action based on the 
assumption that a particular recommendation will be 
implemented. 

In view of the increasing part being played by 
technical and commercial colleges within the educa- 
tional system, the Council has decided to examine 
the scope for assistance from such colleges on а wider 
scale than is envisaged in the report of the Education 
and Training Committee. 


Refusal to allow a Candidate to sit for 
Examinations 
On an appeal made by an examination candidate under 
the procedure set out in bye-law 73, the Council 


confirmed a decision of the Examination Committee 
to refuse to allow him to present himself for examina- 
tion on any subsequent occasion. 


Registration of Articles 


The Secretary reported the registration of 202 articles 
of clerkship during the last month, the total number 
since January 151, 1962, being 707. 


Admissions to Membership 


The following were admitted to membership of the 
Institute: 


Abdulla, Mohamed Hassanali, A.C.A., 21962; 40 Bushnell 
Road, London SW17. 

Adams, Derek Stanley, A.C.A., 21962; 322 Liverpool Road, 
Birkdale, Southport. 

Aderemi, Bamigbade Sijuwade Adebiyi, A.C.A., 21962; 100 
Ashmore Road, London Wọ. 

Adeyemo, Michael Adepoju, в.5С.(ЕСОМ.), A.C.A., 21962; 
14 Montpelier Road, London Ws. 

Aggerwal, Jagdish Chandra, А.С.А., a1962; 7 Clanricarde 
Gardens, London W2. E 

Agballah, Hyacinth Okoli Petrus, a.c.a., a1962; P.O. Box 
18, Udi, Nigeria. 

Ahmad, Jamal Uddin, A.C.A., 21962; Top Floor, ‘Kohinoor 
Manzil’, Anderkilla, Chittagong, East Pakistan. 

Alexandre, Keith John, A.C.A., а1962; 34 Forty Avenue, 
Wembley Park, Middlesex. 

Al-Hafidh, Aziz Husain, B.sC.(ECON.), A.C.A., a1962; 41 
Arthur Road, Holloway, London М7. 

Allatt, John David, A.C.A., 21962; 18 St Ives Road, Skircoat 
Green, Halifax. 


Allen, Benjamin James, A.C.A., 21962; зо Holmfield Road, - 


Stoneygate, Leicester. 

Alsegaf, Husin, B.SC.(ECON.), A.C.A., a1962; 76 Broxash 
Road, London SWIr. 

Ambanpola, Ekanayaka Mudiyanselage Karunaratne Banda, 
B.SC.(ECON.), А.С.А., @1962; т Clanricarde Gardens, 
London W2. 

Ambler, Keith, A.C.A., 41962; то Rushton Road, Thornbury, 
Bradford 5. 

Anderson, John Victor Ronald, B.A., A.C.A., a1962;"TI'an-Y- 
Coed’, Maenan, near Llanrwst, North Wales. 


à indicates the year of admission to the Institute. 

aS indicates the year of admission to The Society of 
Incorporated Accountants. 

$ Means 'incorporated accountant member'. 


Firms not marked T or * are composed wholly of members 


of the Institute. 

T against the name of a firm indicates that the firm, though 
not whol composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 

* against the name of a firm indicates that the firm is not 
wholly composed of members of one or another of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 

Tft Against the name of a firm indicates that the firm 
includes an incorporated accountant member of the 
Institute and is composed wholly of members of one or 
another of the three Institutes of chartered accountants in 
Great Britain and Ireland. 


£ 


n 


e 


-97 


April 14th, 1962 


Anderson, William Robert, A.C.A., 21962; 9 Woodbine 
Avenue, Gosforth, Newcastlé upon Tyne 3. 

Aplin, Eric Charles, A.C.A., a1962; ‘Glencoe’, Grange Road, 
Cookham, Maidenhead, Berks. 

Appleyard, Keith Hardy, A.C.A., 21962; 37 Exeter Road, 
Southgate, London N14. 

Arbib, Martyn, A.C.A., 21962; ‘Holmwood’, North Park, 
Gerrards Cross, Bucks. 
Armstrong, Isaac Geoffrey, A.C.A., 41962; with Price 
Waterhouse & Co, The Royal Exchange, Manchester. 
Arnold, Rodney David, A.C.A., a1962; 8 Jevons House, 
Hilgrove Road, London NW8. 

Arthur, Brian John, A.C.A., 21962; 1 Lindisfarne Road, 
Copse Hill, London SW2o. 

Ashplant, David Charles, LL.B., А.С.А., a1962; with Alfred 
N Pugh & Son, Carlton Chambers, High Street, Newport, 

on. 

Atkins, David Hedley, B.A., A.C.A., 21962; c/o 12 Rue Des 
Grisons, Quebec 4, Canada. 

Atkinson, Henry John, B.A., A.C.A., a1962; 27 Hillford 
Place, Earlswood, Redhill, Surrey. 

Atkinson, Martyn Robert, A.C.A., 21962; 23 Endcliffe Grove 
Avenue, Sheffield ro. 

Atkinson, Robert Bruce, A.C.A., а1962; rr St Leonards 
Gardens, Hove, Sussex. 

Atter, John Perkins, A.C.A., a1962; ‘Lynwood’, 
Road, East Leake, Loughborough, Leics. 


Station 


Aucott, Thomas Harold, А.С.А., a1962; 37 Hervey Close, . 


Fi inchley, London N3. 
Ayres, Clifford Kenneth, A.C.A., 21962; 37 Pethybridge 
Road, Ely, Cardiff. 


Bacon, John Francis, A.C.A., 21962; 14 Warrington Road, 
Paddock Wood, Tonbridge, Kent. 

Baddeley, John Wolsey Beresford, A.C.A., 41962; ‘Quintins’, 
Watersfield, Pulborough, Sussex. 

Bailey, Barrie Carr, a.c.a., 21962; 5 Greengates Avenue, 
Mapperley, Nottingham. 

Bailey, Duncan Nicholls, A.C.A., 41962; sr Fairlands Road, 
Sale, Cheshire. 

Bailey, Robert, A.C.A., 21962; ro Regent Drive, Fulwood, 
Preston. 

Baird, Douglas Murray, M.A., А.С.А., a1962; x Wraysbury 
House, Wraysbury, Bucks 

Baitup, Peter Robin, A.C.A., " 21962; 40 Furze Platt Road, 
Maidenhead, Berks. 

Ball, Edward Stephen, A.C.A., 21962; зо Cheltenham 
Avenue, Ipswich. 

Balsdon, Michael John, a.c.a., a1962; 1 Square Park, 
Sutcombe, Holsworthy, Devon. 

Bamford, David Malcolm, А.С.А., 21962; 
Street, Oldham. 

Bangor-Jones, Richard Stephen, A.C.A., @1962; 
House, Limedale Road, Mossley Hill, Liverpool 18. 

Bannister, Brian, B.COM., A.C.A., 21962; 7 Branksome Drive, 
Morecambe, Lancs. 

Barber, 1 Jan Millar, A.C.A., а1962; 148 Sandy Lane, Cheam, 

шттеу. 

Barnett, A Barry Ernest Charles, A.C.A., 41962; 43 Lancaster 
Grove, London NW3. 

Barraclough, Keith, A.C.A., cioba; 359 Kensington Street, 
Duckworth Lane, Bradford 5 

Barratt, John Bormond, a.c. | „ 41962; 201 Creighton 
Avenue, East Finchley, London М2. 

Barrett, John, A.C.A., a1962; 83 Cavendish Avenue, New 
Malden, Surrey. 

Baston, (Miss) Patricia, a.c.a., a1962; 13 Middlegate, 
Loansdean, Morpeth, Northumberland. 

Batch, Christopher Robin, A.c.A., a1962; 204 Bellingham 
Road, Catford, London SE6. 

Bates, William, A.C.A., 81962; 21 Bakerdale Road, Bakers- 
fields, Nottingham. 

Batters, Royce, A.C.A., 21962; 4 Derby Road, Heaton Moor, 
Stockport. 

Beardow, John Ernest, A.C.A., 21962; 24 Girlington Road, 
Bradford 8. 
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§Beattie, John Campbell, a.s.a.a., a1962; with Deloitte, 
Plender, Griffiths & Co, 5 London Wall Buildings, 
Finsbury Circus, London ЕС2. 

Beighton, Philip, A.C.A., 21962; 37 Sivilla Road, Kilnhurst, 
near Rotherham. 

Belk, Brian Henry, А.С.А., 41962: 14 Lichfield Road, 
Grimsby. 

Belshaw, Hugh Richard, A.C.A., 21962; 7 Cambridge House, 
Teddington, Middlesex. 

Ben-Nathan, Martin Joseph, B.A., A.C.A., 21962; 1 Oundle 
Court, Victoria Villas, London NW6. 

Bennett, Ronald Alan, A.C.A., a1962; 13 Windermere 
Avenue, Merton Park, London SW:ig9. 

Bentley, Walter, A.C.A., 21962; 48 Clara Drive, Calverley, 
Pudsey, Yorks. 

Benton, Geoffrey Gilbert, A.C.A., 31962; 22 Warren Avenue, 
Monkshill, South. Croydon, Surrey. 

Berks, Colin Edward, s.sc.(ECON.) A.C.A., a1962; 115 
Conway Road, Southgate, London N14. 

Berman, Brian Anthony, А.С.А., a1962; 80 The Vale, 
Golders Green, London NW11. 


‘Berringer, John Francis, A.C.A., a1962; 24 Southview, 


Bromley, Kent. 

Berry, Richard, А.С.А., 21962; 26 Gainsborough Road, 
Queens Park, Bournemouth. 

Berry, Roger Neil, М.А., A.C.A., 41962; 32 Kingsley Road, 
Timperley, Cheshire. 

Bestwick, Timothy Bembridge, a.c.a., 41962; 13 Rykneld 
Road, Littleover, Derby. 

Bicknell, Christopher Guy, А.С.А., a1962; 285A Malden 
Road, North Cheam, Surrey. 

Biel, Desmond Thomas, a.c.a., a1962; 96 Oval Road, 
East Croydon, Surrey. 

Biggin, Charles Arnold John, A.C.A., a1962; 181 Mill- 
houses Lane, Sheffield 7. 

Blackburn, Geoffrey Reginald, A.C.A., 21962; 161 Hemdean 
Road, Caversham, Reading. 

Blackley, David Quintin Lindsay, A.C.A., 21962; Kilkenny 
House, Cheddon Road, 'l'aunton, Somerset. 

Blake, Richard, А.С.А., а1962; 23 Grove Park Road, 
Weston-super-Mare. 


- Blandy, Richard Adam Pell, A.C.A., a1962; c/o Blandy 


Bros & Co Ltd, 3 London Wall Buildings, London 


ЕС2. 

Blow, Michael Roy, A.C.A., 41962; 7 Leaford Crescent, 
Watford, Herts. 

Boardman, Peter John, a.c.a., 21962; 91 Windy Arbour, 
Kenilworth, Warwicks. 

Bobroff, Alan Harvey, A.C.A., 21962; то Rowden Avenue, 
London NWito. 

Bodicoat, Alan Charles, A.C.A., 
Glen Hills, Leicester. 

Bolton, Trevor George Walter, A.C.A., 21962; 4 Summerdale 
Road, Hove 4, Sussex. 

Boothroyd, Brian, A.C.A., а1962; xo Wiggan Lane, Sheep- 
ridge, Huddersfield. 

Boothroyd, Malcolm Robert, B.sC.(ECON.), A.C.A., a1962; 
11 Allerton Road, Southport. 

Bose, Sankar, A.C.A., 21962; 87 Park Lane, Croydon, Surrey. 

Bouch, William David, A.C.A., a1962; with Annan, Dexter & 
Co, 21 Ironmonger Lane, London EC2. 

Boud, Trevor Edward, A.C.A., 41962; 138 Hicks Avenue, 
Perivale, Greenford, "Middlesex. 

Bowman, Jeffery Haverstock, B.A., А.С.А., 21962; 'Nagas- 
kande', Mount Avenue, Hutton, Essex. 

Bown, John Anthony, A.C.A., a1962; 35, Dukes Drive, 
Newbold, Chesterfield. 

Boyall, Michael, A.C.A., 21962; 59 Redesdale Gardens, 
Isleworth, Middlesex. 


21962; 5 Howard Road, 


‘Braid, William Robert, A.C.A., 21962; 61 Wodeland Avenue, 


Guildford, Surrey. 

Braithwaite, Geoffrey Doncaster, A.C.A., a1962; 6 The Glen, 
Blackwell, Bromsgrove, Worcs 

Brakell, John Russell, A.C.A., 1962; 12 'The Crescent, Wells 
Estate, Epsom, Surrey. 
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Bresnark, Lawrence, A.C.A., 21962; 25 Linthorpe Road, 
Stamford Hill, London N16. 

Brett, John, А.С.А., 41962; 2 Aire View, Yeadon, Leeds. 

Bridge, Alan Peter, A.C.A., a1962; 4 West Close, Eccleston 
Park, Prescot, Lancs. 

Bridgehouse, Edward, A.C.A., a1962; 200 Talbot Road, 
Hyde, Cheshire, 

Briggs, John Charles, A.C.A., а1962; 42 Garside Avenue, 
Sutton-in-Ashfield, Notts. 

Briston, Richard Jeremy, B.Sc. (ECON. ) AGA, 21962; 
22 Cornwall Road, London №. 

Broadbent, Alan Shaw, А.С.А., а1962; 17 Bermans Way, 
Neasden, London NWio. 

Broadhurst, Ian Kevan Averill, A.C.A., a1962; 115 Cauldon 
Road, Shelton, Stoke-on-Trent. 

Brodie, Maurice Harvey, A.C.A., 21962; 9 Alderton Crescent, 
Hendon Central, London NWA. 

Brown, Kenneth Robert, A.C.A., 41962; 3 Haxted Gardens, 
Garston, Liverpool 19. 

Brown, Roger Henry, A.C.A., а1962; 547 Gloucester Road, 
Horfield, Bristol 7. . 

Brown, Ronald Geoffrey, A.C.A., 41962; 5 
Road, Wylde Green, Sutton Coldfield, Warwicks. 

Brown, Коу David, A.C.A., a1962;:61 Belmont Avenue, 
Blackpool. 


Brunskill, William Alan, A.C.4., a1962; 89 Currock Road, 


Carlisle. 


Bull, Christopher, A.C.A., 21962; 8 Ashley Road, Taunton, 


Somerset. ~ 

Burton, Peter William, A.C.A., 21962; 208 Devonshire 
Road, Forest Hill, London SE23. 

Burton, Stuart, A.C.A., 01962; 20 Hazel Grove, Hereford. 

Buswell, (Miss) Janice Mary, А.С.А., а1962; 18 Oxlea Road, 
Torquay. 

Buswell, Keith Malcolm, А.С.А., 21962; ‘Gythion’, Wade 
Court Road, Havant, Hants.- 

Butt, Brian Mervyn, A.C.A., a1962; 47 Ridgeway Road, 
Long Ashton, Bristol. 

Butt, Mohammad Iqbal, A.C.A., a1962; 104. Kingsley 
Terrace, Newcastle upon Tyne 4. 


Button, Michael Hugh Norman, A.c. А. , 21962; II Middle-. 


. ton Crescent, Beeston, Nottingham. 
Byng, Graham Godfrey, A.C.A., 21962; 5 Holly Road, 
Sidemoor, Bromsgrove, Worcs. . 


Cable, John Michael, A.C.A., а1962; ‘Woodhill’, Ormes TR 
Compton, Wolverhampton: 

Caines, Geoffrey Harold, А.С.А., 41962; 18 Regal Way, 
Preston Hill, Harrow, Middlesex. ' 

Cairncross, Peter, A.C.A., а1962; 3 Collingwood Avenue; 
Wallsend, Northumberland. 

Caldwell, Robert Gervase, B.A., А.С.А., 21962; 49 West 
Avenue, Stockton Heath; near " Warrington. 

Campbell, David, A.C.A., 21962; 19 Kenilworth Square, 
Smithills, Bolton. 

Canning-Byrd, (Miss) Caroline, A.C.A., 21962; c/o West- 
minster Bank Ltd, St Helier, Jersey, C.I. 

Capon, David Jethro, a.c.a., a1962; so Days Lane, Sidcup, 
Kent. 

Cappin, Michael Benedict, a.c.a., a1962; 22 Riverside 
Drive, London NW1r. 

Carr, John David, B.sc.(ECON.); A.C.A., 21962; 37 Booker 
Avenue, Mossley Hill, Liverpool 18. 

Carter, John David Owen, A.C.A., 21962; with James 
Carter & Sons, 14 Wood Street, Bolton. 

Case, Harold Edwin, B.COM., A.C.A., 21962; 82 City Road, 
Edgbaston, Birmingham 16. 

Caseley, Ronald, A.C.A., a1962; 34 Rushford Road, Crofton 
Park, London SE4. 

Cash, Peter Withiel Trevor, A.C.A., 21962; ‘Rauhala’ ; 
Binton, Stratford-on-Avon. 

Cassidy, Peter George, A.C.A., a1962; то Graham Road, 
Dalston, London E8. 

Cattell, Michael Anthony Perrier, A.C.A., a1962; 16 Methuen 
Road, Bournemouth. 
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Сабу, Jonathan, А.С.А., а1962; 42 Queens Court, Queens 
Road, Richmond, Surrey. 

Chaffe, John Anthony, A.C.A., 21962; 19 Cum Road, 
Higher Compton, Plymouth. 

Chan, (Miss) Mei Lee, A.C.A., a1962; 7 Hampden Place, 
Frogmore, Herts. 

Chandley, Charles William Duncan, A.C.A., а1962; 26 
Derby Road, Heaton Moor, Stockport. 

Chapman, Kenneth, A.C.A., 21962; 20 Chigwell Road, 
South Woodford, London Er8. 

Cheetham, Richard Froggatt, A.C.A., a1962; Old Manor 
House, Farnsfield, Newark, Notts. 

Cheshire, Brian Leonard Edward, A.C.A., 01962; with 


Barratt, Brown & Co, Crowhurst Road, Hollingbury, 


Brighton 6. 

Child, Robin John Foulds, A.C.A., 41962; ‘Rosemont’, 
School Hill, Findon, Sussex. 

Chown, (Miss). Claudeen Mary, A.C.A., а1962; ‘Uplands’, 
Upminster Common, Essex. 

Clark, Anthony David, A.C.A., ions ; ‘Oldway’, St German’s 
Road, Callington, Cornwall. 

Clark, Kenneth Gerald, A.C.A., 41962; 315 Reigate Road, 
Epsom Downs, Surrey. 

Clarke, Frank, A.C.A., a1962; 77 Mellor Lane, Mellor, near 
Blackburn. 


Cloke, David John, A.C.A., а1962; 179 Kingsway, Braun- 


stone, Leicester. 

Cluett, Norman Vivian, a.c.a., a1962; 2A Ronald Park 
Avenue, Westcliff-on-Sea, Essex. 

Cochrane, Malcolm Farrar, A.C.A., 41962; ‘Culzean’, 
Stocksfield, Northumberland. 

Cohen, Alan Peter, A.C.A., a1962; 73 New Park Avenue, 
: Palmer's Green, London N13 

Cohen, Harry, A.C.A., 21962; aod Southend Road, Wood- 
ford Green, Essex. 

Cole, George Lawrence Crozier, M. А, A.C.A., 41962; з Penn 
Lea Road, Bath. 

Cole, Richard Arthur, A.C.A., a1962; Flat 2, 15 Medina 
Villas, Hove, Sussex. 

Collis, Harvey Jack, A.C.A., 21962; 12 Greenhill, Wembley 
Park, Middlesex. 


Comley, Brian Beeche, A.C.A., а1962; 72 New Road, 


Porthcawl, Glam. 

Connolly, Patrick Joseph, В.А., А.С.А., а1962; 122 New 
River Crescent, Palmer’s Green; London №3. 

Соппог, Вгуап Kitson, А.С.А., а1962; 207 Hurst Road, 
Sidcup, Kent. 

Constantine, Michael Denis, A.C.A., 41962; 5 Dudley Road, 
Tunbridge Wells. 

Cooke, Anthony John, A.C.A., 21962; 23 Wood Lane, 
Streetly, Sutton Coldfield, Warwicks. 

Coomer, Michael David Litton, А.С.А., 21962; 52 Hawthorn 
Lane, Wilmslow, Cheshire. 

Cooper, Alan, a.c.a., a1962; 97 Cambridge Heath Road, 
London Ex. 

Cooper, Brian David, A.C.A., ах962; 2 Patterdale Road, 
Liverpool rs. ` - 

Cooper, John Neville; A.C.A., a1962; 75 Christchurch 
Street, Ipswich. 

Corbett, John Edmund, a.c.a., а1962; 25 Keswick Road, 
Solihull, Warwicks. . 

Cordes, Leslie George, A.C.A., 21962; 74 Grenville Gardens, 
Woodford Green, Essex. 


Cordwell, Robin Richard, A.C.A., 21962; 86 Ducks Hil ` 


Road, Northwood, Middlesex. 

Corney, Patrick, A.C.A., 21962; 6 Broad Oaks Road, Solihull, 
Warwicks. 

Coulthard, Brian Dawson, А.С.А., 41962; 32 Orchard 
Gardens, Lowfell, Co. Durham. 

Cowin, David Michael, A.C.A., а1962; ІІ Oakfield Road, 
Brettell Lane, Stourbridge, Worcs. 

Cowtan, Anthony Richard Ogle, A.C.A., a1962; ‘Greenacre’, 
Green Lane, Buxton, Derbyshire. 

Cox, Adrian Robert Eustace, A.C.A., 21962; то Queensbury 
Place, London SW;. 
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Cox, Alan Robert, A.C.A., 21962; 39 Scott Ellis Gardens, 
St John's Wood, London МУ. 

Cox, John David, a.c.a., a1962; with А. C. Palmer & Со, 
45 Sheep Street, Northampton. | 

Cox, John Stanley, A.C.A., а1962; 87 Bourne Way, Hayes, 
Bromley, Kent. 

Coxon, Peter James Edward, A.C.A., 21962; 9 Keswick 
Avenue, Mertori Park, London SW19. 

Cropper, Anthony Graham, А.С.А., 21962; 24 Church Hill, 
Penn, Wolverhampton. 

Crosland, John Michael Cowen, A.C.A., 21962; 7 Hazel 
Grove, Bradley Bar, Huddersfield. 

Crossfield, (Miss) Judith, A.C.A., 41962; ‘Bimport’, Alver- 
stone Road, Whippingham, East Cowes, ІМ. 

Crossley, Albert Norman, A.C.A., 21962; 19 Windsor Road, 
Hazel Grove, Stockport. 

Croxford, David, A.C.A., 21962; 15 Milner Road, Morden, 
Surrey. 

Cuerden, Alan, A.C.A., 21962; 16 Leafield Close, Sheepridge, 
Huddersfield. 

Culling, David Arthur, A.C.A., а1962; 21 Westbury Road, 
Northwood, Middlesex. 

Culingham, James David Herbert, B.A., А.С.А., a1962; 
158 Woodwarde Road, East Dulwich, London 5Е22. 


DaCosta, Philip Walter, ер а1962; 19 Norcott Road, 
Stoke Newington, London N16. 
Dainty, James Rowland, A.C.A., 21962; 103 Victor Street, 
Caldmore, Walsall. 
Ра ће, Brian John, A.C.A., 21962; The Bridge House, 
Wineham, Henfield, Sussex. 
Dalziel, Colin Robert, A.C.A., a1962; 152 Park Road, West 
Hartlepool, Со. Durham. 
Dane, David Avenell Spencer, A.C.A., а1962; 2 Amberley 
Gardens, Stoneleigh, Epsom, Surrey. 
Darbyshire, Brian, A.C.A., 21962; 23 Gathurst Road, Orrell, 
near Wigan. 
Darbyshire, Michael John, A.C.A., а1962; 6 Selborne Place, 
Littlehampton, Sussex. 
Davies, Anthony Warren, A.C.A., 41962; 92 Manor Road, 
Chigwell, Essex. 
Davies, John William Clark, A.C.A., а1962; Vicarage Flat, 
Bosbury, near Ledbury, Herefordshire. 
Davies, Tudor John, A.C.A., 21962; 47 Warwick Square, 
London SW1.. 
Davy, Terence Humphrey, A.C.A., a1962; c/o Y.M.C.A., 
The Avenue, Southampton. 
§Dawson, Geoffrey William Vernon, A.S.A.A., 21962; Flat C, 
. 2 Dulwich Wood Avenue, London SE:9. 
de Buriatte, Paul Edward Beresford, A.C.A., a1962; Clay 
Hill House, Clay Hill, Enfield, Middlesex. . 
de Putron, Ronald Anthony, A.C.A;, 1962; ‘Le Sapin’, Calais 
Lane, St Martin's, Guernsey, C.I. 
Deva, Surendra, А.С.А., a1962; P.O. Sugar Factory, 
Nawabganj (District Gonda), U.P., India. 
Devani, Kishor Mathuradas, A.C.A., 41962; 24 Dani Sadam, 
113 Walkeshwar Road, Bombay 6, India. 
D’Haenens, (Miss) Christine, А.С.А., а1962; 32 Claremont 
Road, Darlington. 
Diamond, Martin, B.A., А.С.А., 21962; 36 Dartmouth Park 
Road, London NWs. : 
Diaper, Colin Malcolm, A.C.A., 21962; 175 Pear Tree 
Avenue, Bitterne, Southampton. 
Dickenson, Maurice, A.C.A, a1962; 154 Roker Avenue, 
Sunderland. 
Dineen, Тегапсе John, A.C.A., 21962; 33 St Helier Drive, 
Port Talbot, Glam. р 
Dobbs, James Anthony Vaughan, А.С.А., 21962; ro Clare- 
ville Grove, London SW7. 
Dodd, Michael John Ruthven, A.C.A., 41962; 16 Bridge 
Street, Christchurch, Hants. 
Dore, Beverley John, A.C.A., 21962; 62 Firs Lane, Winch- 
more Hill, London Мат. | 
Dobkin, Ronald, A.C.A., а1962; 39 Woodgrange Road, 
Forest Gate, London Ez. 
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Dornton, John Patrick, A.C.A., 21962; 17 Ashbourne Road, 
Ealing, London Ws. 

Douglas, Bryan Kenneth, A.C.A., 41962; ‘Tamara’, Croft 
Drive East, Caldy, Cheshire. 

Downes, James Henry, A.C.A., a1962; 53 Sotheby Avenue, 
Sutton-in-Ashfield, Notts. 

Downs, Andrew Peverly, А.С.^., 41962; ‘Aston’, The 
Avenue, Petersfield, Hants. 

Dowse, Paul Barry, A.C.A. ә 41962; Dorothy Avenue, 
'Thorne, rear Doncaster. 

Drew, Dan Hamilton, A.C.A., 21962; ‘Byways’, Lodsworth, 
Petworth, Sussex. 

Drewitt, Lionel Frank, В.5С.(ЕСОМ.), A.C.A., 21962; 217 
Richmond Road, Twickenham, Middlesex. 

Duncan, David Richard Louis, A.C.A., 21962; 31 Addison 
Place, London W1. 

Duncan, George, B.SC.(ECON.), A.C.A., 21962; 3068 Park 
Road, London, N8. 

Dyer, William Edward James, A.C.A., 41962; 13 The Croft, 
Swanley, Kent. 


` Dyson, Melvyn Paul, A.C.A., 41962; 41 Moorland Drive, 


Leeds 17. 


Eagle, Alan Reginald, A.C.A., a1962; 114 Manor Road 

` North, Hinchley Wood, Esher, Surrey. 

East, David Henry, A.C.A., 21962; 35A Southampton Road, 
London NWs. 

East, Peter Barnard, A.C.A., 21962; 55 Well Street, Bright- 
lingsea, Colchester, Essex. 

Easthill, Henry John Dowson, А.С.А., 21962; 51 Gowan 
Avenue, Fulham, London SW6, 

Eddison, David William, B.a. (ECON. ) A.C.A., а1962; 26 
Bina Gardens, London SWs. 

Edet, Bassey Okon, A.C.A., ЕРИ 6 Chesham Place, 
Brighton 7, Sussex. 

Edet, Charles Igoniko, B.A., A.C.A., 21962; c/o The Board of 
Inland Revenue, Private Mail Bag 2600, Mosaic House, 
'Tinubu Square, Lagos, Nigeria. 

Edwards, Raymond Brunton, В.СОМ., A.C. A, а1962; 32 
Oatlands Drive, Harrogate. 

Eldridge, Colin Maurice Julian, a.c.a., 21962; 6 Oakfield 
Street, London SW:o. 

Elias, Edward Anthony, a.c.a., 21962; ‘Elmhurst’, Wood 
Road, Tettenhall, Wolverhampton. 

Elliott, Michael William, А.С.А., а1962; 105 Shortridge 
‘Terrace, Jesmond, Newcastle upon Tyne 2. 


- Ellis, Donald John, A.C.A., 21962; 28 Mygrove Gardens, 


Rainham, Essex. 

Elsmore, Robert John, A.C.A., 21962; 47 Wyvern Road, 
Sutton Coldfield, Warwicks. 

Elsom, John Michael, a.c.a., 21962; Hall Farm, Cotes, 
near Loughborough, Leics. 

Emanuel, Geoffrey Roland, А.С.А., 21962; with John F. 
Harvey & Sons, 4 Princess Way, Swansea, 

Emin, Stephen Paul, A.C.4., 21962; 35 Kingsley Court, 
St Paul's Avenue, London NW2. 

Eustace, Dudley Graham, B.A.(ECON.), A.C.A., a1962; 77 
Victoria Rise, North Side, London SW. 

Evans, Clifford, a.c.a., a1962; 82 Longhill Road, Catford, 
London SE6. 

Evans, David Cavers, А.С.А., 21962; 47 Redcar Lane, 
Redcar, Yorks. 

Evans, Paul Anthony, A.C.A., 21962; 1 Glen Close, Langford 
Norton Fitzwarren, Taunton, Somerset. 

Evans, Peter Brian, A.C.A., 41962; 7 Greenback Lane, 
Worsley, near Manchester : 

Evans, Stanley Eric, A.C.A., а1962; 30 Alderbrook Road, 
Solihull, Warwicks. 


Faithful, Peter David, A.C.A., a1962; 28 Tarnwood Park, 
Court Road, Eltham, London SEg. . 

Fallick, John William, А.С.А., a1962; 73 The Avenue, 
Southampton. 

Fay, Michael Roberts, A.C.A., 21962; 17 Ella Street, New- 
land Avenue, Hull. 
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Fell, Richard Archer, A.C.A., a1962; Albion Lodge, Welling- 
ton Street, Newmarket, Suffolk. 

Fisher, Bernard James, A.C.A., 21962; 196 Whitehill Road, 
Hitchin, Herts. 

Flower, Alan Henry, A.C.A., 21962; 65 Church Drive, 
Kingsbury, London МУ/9. 

Floyd, Richard Eaglesfield, a.c.a., а1962; 1 Friends Road, 
Purley, Surrey. 

Fone, (Miss) Valerie, A.C.A., 21962; 68 Monkhams Avenue, 
Woodford Green, Essex. 

Forster, Robert Edward, A.C.A., 21962; 23 Milton Avenue, 
Highgate, London N6. 

Foster, David, A.C.A., a1962; 21 Ludlow Avenue, Luton, 

Beds. 

Foster, Joseph Christopher, A.C.A., a1962; 16 West End 
Close, Horsforth, Leeds. 

Foster, Michael Albert, A.C.A., а1962; 47A Madeira Road, 
Holland-on-Sea, Essex. 

Fowler, Reginald Frederick, A.C.A., 21962; 4 Gordon Road, 
Grays, Essex. 

Fox, Gordon, А.С.А., 21962; 298 Wood Road, Chaddesden, 
Derby. 

Fox, Thomas George, А.С.А., a1962; 50 Foxwood Avenue, 
Great Barr, Birmingham 224. 

Frame, Malcolm Henry, a.c.a., a1962; 
Lane, Whitkirk, Leeds 15. 

Franks, Alexander, A.C.A., @1962; 161 Kyverdale Road, 
London N16. 

Freegard, Francis Edward Charles, A.C.A., ar962; 22 
Barrowby Avenue, Austhorpe, Leeds 15. 

Freeman, Alec John, A.C.A., ат962; 8 Woodstock Road 
North, St Albans, Herts. 

Freeman, Laurence, A.C.A., 21962; бо Marston Gardens, 
Luton. 

Freeman, Roger Oswald Oldaker, a.c.a., a1962; 24 The 
Avenue, Loughton, Essex. 

Freer, Edward Frederick, А.С.А., 21962; 24 Stonor Road, 
London W14. 

§Frizzle, Walter, А.5.А.А., a1962; 151 Suttons Dwellings, 
Barrack Road, Newcastle upon Tyne 4. 

Frost, Peter Anselm, A.C.A., 11962; 61 AWoodsland Road, 
Hassocks, Sussex. 
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Funnell, Brian Horace, a.c.a., a1962; 112 Ashburnham’ 


Road, Hastings. 
Furby, Derek John, A.C.A., a1962; 27 Nightingale Lane, 
London SWi2. 


Gafny, Nissan, A.C.A., a1962; r Brockleyside, Stanmore, 
Middlesex. 

Galliano, James Patrick, A.C.A., 21962; 46 Beaufort Gardens, 
London SW3. 

Ganguli, Amal, A.C.A., 21962; 4 Issur Dutt Lane, Howrah, 
West Bengal, India. 

Garrett, Alan Charles, M.A., A.C.A., a1962; with Albert J. 
Pope & Son, 7 Alfred Street, Bath. 

Garrod, John Albert, A.C.A., 21962; 13 Hamilton Road, 
Southsea, Hants. 

Gates, Roger David, A.C.A., a1962; Bourne Cottage, Wee- 
ford, near Lichfield, Staffs. 

Geary, Edmond, A.C.4., 21962; 83 Barnabas Road, Homer- 
ton, London Ед. 

Gee, David, A.C.A., 41962; 7 Baythorpe Street, Bolton. 

Gee, Michael Joseph, А.С.А., 21962; c/o Cecil Gee Group of 
Companies, 228-230 Edgware Road, London W2. 

Gent, Eric Ernest, A.C.A., a1962; 11 Deniston Avenue, 
Bexley, Kent. 

Geoghegan, Anthony Thomas Nucheze, a.c.a., a1962; 
7 Devonshire Terrace, Bradford 9. 

George, Brian Frederick, A.C.A., a1962; 33 Woodside Road, 
New Malden, Surrey. 

George, Michael David, B.COM., A.C.A., a1962; ‘Sariakos’, 
Caldy Road, Caldy, Wirral, Cheshire. 

Gibbins, George Charles, A.C.A., а1962; 40 Preston Drive, 
Wanstead, London Err. 

Gibbs, Roy Clifford, A.C.A., a1962; 'Holmleigh', Victory 
Avenue, Laindon, Basildon, Essex. 


THE 
ACCOUNTANT 


April 14th, 1962 


Gill, David Greatorex, A.C.A., a1962; 21 Leopold Avenue 
Handsworth Wood, Birmingham 20. 

Gillespie, David, a.c.a., a1962; Grange Corner, 2 Grange 
Road, Barnes, London SW13. 

Glover, David Barrie, A.C.A., a1962; 105 Leigh Hall Road, 
Leigh-on-Sea, Essex. 

Goh, Tieng Так, А.С.А., 21962; 55 Gloucester Place, 
London М1. 

Gold, Henry Patrick, A.C.A., а1962; 18 Sussex Place, 
London М2. 

Goldberg, Jeremy Michael, A.C.A., 
Cottage, Wade Court, Havant, Hants. 

Goldstone, Anthony Stewart, B.A.(COM.), A.C.A., 21962; 
12 Elm Road, Manchester 20. 

Goodgame, Ivor William, А.С.А., a1962; 7o Normandy 
Crescent, Cowley, Oxford. 

Goodwin, Timothy Robert Thomas, А.С.А., а1962; 19 
Kensington Place, London W8. 

Gordon, David John, A.C.A., ах962; 50 Chigwell Rise, 
Chigwell, Essex. 

Gordon, Ian, A.C.A., 21962; with S. W. Telfer, 33 Clayton 
Street, Newcastle upon Tyne r. 

Gorman, Joseph Michael, А.С.А., а1962; 212 Goldhawk 
Road, Shepherds Bush, London Wi2. 

Gough, Anthony Jobson, a.c.a., a1962; 7 Longlands, 
Hexham, Northumberland. 

Goulding, Kenneth John, a.c.a., a1962; 29 Fifth Avenue, 
Oozewood, Royton, Oldham. 

Graham, Anthony Michael, A.C.A., a1962; 
House Drive, Brondesbury, London NW6. 

Grainge, Paul, A.C.A., 01962; 123 Fern Hill Road, Cowley, 
Oxford. 

Gray, Stephen Marius, B.A., А.С.А., a1962; Flat т, 7 Wind- 
mill Drive, London SW4. 

Green, David Harold, A.C.A., 41962; 115 Torquay Road, 
Paignton, Devon. 

Green, David Leslie Thomas, A.C.A., a1962; 254. Studfall 
Avenue, Corby, Northants. 

Green, Peter Alexander Wells, A.C.A., a1 962; 3 Oak Avenue, 
Chorlton-cum-Hardy, Lancs. 

Greenfield, Graham John, A.C.A., a1962; 11 Waggon Street, 
Old Hill, Staffs. 

Griffin, Stephen Allan, A.C.A., 21962; 23 Orchard Grange, 
Saughall Massie, Moreton, Wirral, Cheshire. 

§Greenway, Douglas Harold, A.S.A.A., а1962; 4 Singmore 
Road, Marldon, Paignton, Devon. 
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Gregory, Derek Edward, A.C.A., 21962; 24 Quarry Hill. 


Road, Ilkeston, Derbyshire. 


Griffiths, John Hugh Colin, A.C.A., a1962; 47 Downs Wood, ` 


Epsom Downs, Surrey. 

Grimditch, Kenneth Frederick, A.C.A., 21962; 3 Mossway, 
Alkrington, Middleton, Manchester. 

Groom, Brian, A.C.A., 21962; 19 Coniston Road, Addis- 
combe, Croydon, Surrey. 

Gropper, Edward Stephen, В.А.(СОМ.), А.С.А., 41962; 
6 Heaton Grove, Bradford 9. 

Grove, John Malcolm, А.С.А., а1962; 67 The Broadway, 
Dudley, Worcs. 

Grover, Paul John, A.C.A., 21962; 26 Hazel Close, Brentford, 
Middlesex. 

Groves, Trevor, А.С.А., a1962; 40 Warminster Crescent, 
Sheffield 8. 


Habbits, David Arthur Victor, A.C.A., 21962; то Castle Lane, 
Chandlers Ford, Hants. 

Hackney, John Procter, A.C.A., а1962; 136 Bye Pass Road, 
Chilwell, Notts. 

Hainsworth, Peter, A.C.A., 21962; 36 Broad Lane, Leeds 13. 

Halford, Miles Benjamin David, B.A., A.C.A., 21962; бе 
Observatory Gardens, London W8. 

§Hall, Holden, a.s.a.a., 21962; 92 South Palmerston Street, 
South Shields, Co. Durham. 

Hall, Stephen Roderick, A.C.A., 219623; 97 The Ridgeway, 
Northaw, Potters Bar, Middlesex. 

Hamilton, Julian Edward, a.c.a., a1962; "Ihe Knowe’, 
Woodland Drive, Mapperley Park, Nottingham. 
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Hamilton, Kenneth James, LL.B., A.C.A., 21962; 66 Сатр 


Hill Road, Worcester. 

Hampton, Richard Charles, A.C.A., a1962; зо Oakleigh 
Park South, Friern Barnet, London Nao. 

Hands, Richard, A.C.A., a1962; 37 Russell Hill Road, 
Purley, Surrey. š 

Harding, Thomas, А.С.А., а1962; 80 Millfield Lane, Hull 
Road, York. | 

Hardy, Malcolm Keith, a.c.a., а1962; 128 Overton Drive, 
Wanstead, London E11. 

Harlow, Ian Philip, A.C.A., а1962; 111 Etherington Road, 
Beverley High Road, Hull. 

Harman, Nigel James, A.C.A., a1962; 48 Quarry Park Road, 
Cheam, Surrey. | 

Harmer, Anthony Edward Martin, A.C.A., a1962; 206 
Cambridge Road, Great Shelford; Cambridge. 

Harris, Jack, A.C.A., a1962; 65 "Tarranbrae', Willesden 
Lane, London: NW26. 

Harris, Raymond Ian, A.C.A., 21962; 13 Reddings Close, 
Mill Hill, London NW7. - 

see Eugene Edward, A.C.A., 21962; 7 The Rise, London 

13. 

Harte, Charles Shaun, A.C.A., 21962; Ross Hill, Fallibroome, 
Prestbury, Cheshire. 

Hartley, Charles Thomas Michael, А.С.А., 21962; ‘Santa 
Cruz’, Westbourne Drive, Douglas, I.o.M. 

Hartshorn, Anthony Clive, А.С.А., 41962; 325 Holyhead 

` Road, Coventry, Warwicks. 


- Hatt, Brian John, A.C.A., 21962; 25 Longmore Avenue, 


East Barnet, Herts. 

Harty, Christopher John, a.c.a., a1962; 2 Gayton Road, 
Hampstead, London NW3. 

Haviland-Nye, Anthony, A.C.A., a1962; 36 Manor Road 
South, Esher, Surrey. 

Haw, Peter John, А.С.А., a1962; 707 Shadwell Lane, 
Shadwell, Leeds 17. - 

Hawkins, Christopher Allan, A.C.4., a1962; 175 Bridgewood 
Road, Worcester Park, Surrey. 

Hay, James Alexander, A.C.A., 21962; 21'Kingsway, Crewe. 

Hay, John, A.C.A., 21962; with W. Т. Walton & Son, 
9 Rumford Street, Liverpool 2. 

Hayes, Alan, А.С.А., 21962; 17 Hillcrest Road, Langho, 
Blackburn. 


dct Hayes, Edmund Joseph, A.C.A., ax962; 11 St James Road, 


= 


Hereford. - 
Headland, Anthony Thomas Paget, A.C.A., 21962; 26 
Courtlands Avenue, Lee Green, London SE12. 


‘Heath, David Harold, A.C.A., a1962; 190 Utting Avenue, 


Anfield, Liverpool 4. 

Heckscher, Albert Richard, B.sc.(ECON.), A.C.A., 41962; 
27 Gresham Gardens, London NW1r1. 

Helliwell, Peter George William, A.C.A., 21962; 13 Clapton 
Square, Hackney, London Es. 

Hendries, Michael Andrew Hugh, A.C.A., 41962: 32 
Bromley Road, Beckenham, Kent. 

Henshaw, John, в.сом., А.С.А., a1962; 6 Hollies Drive, 
Edwalton, Nottingham. 

Henson, Peter Robert Voice, A.C.A., a1962; 7 Frobisher 
Close, Pinner, Middlesex. 

Heptonstall, George Austin, A.C.A., a1962; 21 Kenmore 
Road, Bradford 6. 

Hewitson, John David, A.c.A., 41962; 3 Vicarage Road, 
Davyhulme, Manchester. 


` Hewitt, Anthony William, A.C.A., a1962; 41 Wenlock Road, 


Handsworth, Birmingham 20. 


Hewitt, Peter Smethurst, A.C.A., а1962; 82 Graeme Road, 


Enfield, Middlesex. | 
Hill, Anthony John, A.C.A., 21962; Copse Hall, Brent Knoll, 
Somerset. 


нп, Peter Bertram, A.C.A., 21962; ro Tarbet Road, 


Dukinfield, Cheshire. 

Hillier, Gordon Lawrence William, A.C.A., 
Pembroke Road, Bromley, Kent. 

Hillman, Philip Samuel, a.c.a., а1962; 2 Hadley Court, 
Cazenove Road, London Мтб.. ` ` - 
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Hilton, John, a.c.a., a1962; 52 Cemetery Road, Audenshaw, 
Manchester. 

Piton, Rodney, A.C.A., a1962; 78 Somerset Avenue, Luton, 
Beds. 

Hindle, Paul Anthony, A.C.A., 41962; 41 Beechwood 

` Avenue, Wibsey, Bradford 6. 

Hine, Henry, A.C.A., 41962; "The Laurels’, Englefield 

Green, Surrey. 


Hine, Peter Guy, А.С.А., 41962; 7 Kenyon Mansions, 


Queen’s Club Gardens, London, W14. 
Hipkiss, Robert Richard, А.С.А., 41962; 87 Heath Road, 
Penketh, Warrington. ` | 
Hirshman, Geoffrey Robin, A.C.A., а1962; 94 Harrowdene 
Road, Wembley, Middlesex. 


. Hirst, David Brian Addis, A.C.A., 21962; with Cooper 


Brothers & Co, Abacus House, 33 Gutter Lane, Cheap- 
side, London ЕС2. . 

Hix, Ralph Edward, A.c.A., а1962; 49 Station Road, Long 
Sutton, near Spalding Lincs. . 

Hobbs, Brien William, A.C.A., 41962; 258 Harehills Lane, 
Leeds 9. . 

Hodgson, John Michael, M.A., A.C.A., 41962; 3 Alexandra 
Road, Botley Road, Oxford. | 

Holden, David Graham, a.c.a., а1962; 12 Vicarage Road, 
East Sheen, London SW:4. 

Holdsworth, Brian Granville, A.C.A., 21962; 47 Topsfield 
Parade, Crouch End, Hornsey, London N8. 

Holland, John, А.С.А., a1962; 63A Cricklade Avenue, 
Streatham Hill, London SW2. . 

Hollins, John Anthony, A.C.4., 41962; 84 Shrewbridge Road, 
Nantwich, Cheshire. D 

Holmes, John Bernard Edgar, A.C.A., 41962; 54 Earlsway, 
Curzon Park, Chester. 

Holt, James, А.С.А., 41962; 134 Brandlesholme Road, Bury. 

Holt, Peter, A.C.A., а1962; 57 Northside Terrace, Lidget 
Green, Bradford 7. 

Hope, Christopher John, B.sc.(ECON.), A.C.A., 21962; 135 
Palmerston Road, Bowes Park, London №2. | 

Hopkinson, Colin Wray, a.c.a., 21962; 129 Haslingden 
Road, Blackburn. . 

Horton-Jones, Gerrard Keith, a.c.a., a1962; 41 Bellevue 
Road, West Cross, Mumbles, Swansea. 

Hoskins, Ronald Stanley, A.C.A., 21962; 32 Ellanby Crescent, 
"Edmonton, London N18. 

Howard, John, А.С.А., а1962; 37 Chauncy Road, New 
Moston, Manchester 10. Ç B 

Howarth, John Stephen, A.C.A., 41962; 12 Acres Road, 
Langley, near Lofthouse, Yorks. - N 

Howell, Derek Charles Patrick, A.C.A., 21962; 442 Field 
End Road, Eastcote, Ruislip, Middlesex. 

Howlett, Robert Leslie, А.С.А., 21962; 15 The Lowe, 
Chigwell, Essex. 

§Hubbard, Harold Dennis, A.S.A.A., 21962; 289 Scraptoft 
Lane, Leicester. 

Huckle, Peter George, A.C.A., 21962; with Alfred G. Deacon · 
& Co, 4 Horsefair Street, Leicester. 

Hughes, John Geoffrey Martyn, A.C.A., 41962; 175 Heath- 
wood Road, Heath, Cardiff. В 


‘Hughes, Michael Brian, A.C.A., 21962; ‘СЁ Clerkes?, Gt 


Sampford, Saffron Walden, Essex. 

Hughes, Ranyl Wyndham Everard, А.С.А., 41962; 55 
Crawford Avenue, Leyland, Preston. 

Hull, George Julian Candon, B.A.(ECON.), A.C.A., 41962; 
36 Wilkinson Street, Sheffield 10. . 

Hunter, Charles David, A.C.A., a1962; with Hunter & Gee, 
16 Gillygate, York. 


- Inglesent, David Anthony, A.C.A., 21962; 7 Whitelaw 


Crescent, Allesley, Coventry. 

Inwards, Michael Anthony, A.C.A., 21962; 2 Palmerston 
Court, Palmerston Road, Buckhurst Hill, Essex. . 
Iredale, John Martin, a.c.a., @1962; Midhill Cottage, 

` ‘Woodcote, Reading. 
Irons, Geoffrey Michael, A.C.A., a1962; 186 Welbeck Road, 
Harrow, Middlesex. . 
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Isherwood, Derek Browett, A.C.A., a1962; 42 Hawes Side 
Lane, Blackpool. 


Jackson, Frederick Edward Hugh, A.C.A., 21962; ‘Findings’, 
Woodlands Close, Bickley, Kent. 


Jackson, Peter Samuel Fenwick, A.C.A., а1962; 49 Alwinton 


Terrace, Gosforth, Newcastle upon Tyne 3. 

Jacques, Ivan, A.C.A., 81962; 352 Whalley Old Road, 
Blackburn. 

James, Antony Ronald, a.c.a., a1962; 87 Regent Road, 
Brightlingsea, Colchester. 

James, Clement Peter, A.C.A., a1962; Green Dolphin, 
Delling Lane, Bosham, near Chichester, Sussex. 

James, David Martin, A.C.A., 21962; 218A London Road, 
Leicester. 

James, James Henry Lander, A.C.A., a1962; 94. Wilton Park 
Road, Shanklin, I.W. 

James, John Leslie, A.C.A., 01962; 10 Nibloe Terrace, 
Penydarren, Merthyr Tydfil, Glam. 

James, Kenneth Dudley, a.c.a., а1962; 112 Beech Green, 
Shoreham-by-Sea, Sussex. 

Jameson, Francis, a.c.a., а1962; 88 Edale Road, Leigh, 
Lancs. 

Janssens, Peter Anthony, A.C.A., 21962; 22 Leigham Drive, 
Osterley, Isleworth, Middlesex. 

Jeffery, Christopher Michael, a.c.a., a1962; 31 Heath 
Hurst Road, Hampstead, London NW3. . 

Jessop, John William, А.С.А., 21962; 45 Devonshire Street 
West, Keighley, Yorks. ; : 

Johnston, David Brian Malcolm, A.C.A., 21962; 2A Fairfield 
Road, Timperley, Altrincham, Cheshire. 

Johnson, Michael Arnold Russell, M.A., A.C.A., 41962; 
Wickersley Grange, Rotherham. 

Johnson, Philip Robert, А.С.А., 21962; 3 Gorsey Lane, 
Altrincham, Cheshire. 

Johnston, Bertram Cameron, A.C.A., а1962; 21 Corbridge 
Road, Sutton Coldfield, Warwicks. 

Jones, David Gordon, A.C.A., a1962; 39 Bovingdon Caravan 
Estate, Burghill, Hereford. 

Jones, David Mansel, a.c.a., 41962; s The Rise, Llanishen, 
Cardiff. 

Jones, Howard Charles, А.С.А., а1962: 32 Marlborough 
Road, Chiswick, London W4. 

Jones, Neville Sydney, A.C.A., 21962; 57 Spon Lane, 
Grendon, Atherstone, Warwicks. р 

. Jones, Reginald Edward, А.С.А., а1962; 85 Lord Warwic 

Street, Woolwich, London SEr8. 

Jones, Stuart Bristow, А.С.А., а1962; 11 Kenilworth Court, 
Canford Cliffs, Poole, Dorset. 

Jordan, Christopher John, A.C.A., 21962; 78 Beach Lane, 
Stretton, near Burton-on-Trent. 


Kanesalingam, Sabapathipillai, B.sc.(ECON.), A.C.A., 21962; 
1 Gregory's Road, Colombo, 7, Ceylon. у 

Kelk, Graham Howard, A.C.A., 41962; 34 Ashurst Drive, 
Stannington, Sheffield 6. 

Kelley, Graham, A.C.A., a1962; 6 Waller Street, Bootle 20, 
Lancs. 

Kemp, Brian William, a.c.a., a1962; 58 Dunsmore Road, 
Hall Green, Birmingham 28. 

Kemp, David Alan, A.C.A., 21962; 90 Mimms Hall Road, 
Potters Bar, Middlesex. 

Kemp, Stuart George, A.C.A., a1962; ‘Lane End’, Shady- 
hanger, Godalming, Surrey. 

Kemp, Terence Robert William, B.SC.(ECON.), A.C.A., 41962; 
35 Westbury Street, Llanelly, Carms. 

Kennedy, Michael John, a.c.a., 41962; 45 Druidsville 
Road, Calderstones, Liverpool 18. 

Khan, Muhammad Farooq, A.C.A., 21962; 260 Gillott Road, 
Edgbaston, Birmingham 16. 

Khan, Riaz Ahmad, A.C.A., а1962; 88 Disraeli Road, 
London SW15. 

Kibblewhite, David Arthur, a.c.a., 21962; 44 Alderton Hill, 
Loughton, Essex. 

Kidd, Michael Herbert, A.C.A., a1962; 98 Davies Road, 
West Bridgford, Nottingham. 
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Kingdon, Samuel Leib, A.C.A., 01962; 10 Chesterford 
Gardens, London NW3. 

Kinney, Martin, А.С.А., 21962; 49 Goldstone Crescent, 
Hove 4, Sussex. 

Kirkup, Michael James, A.C.A., 41962; 9 Roehampton 
Drive, Blundellsands, Liverpool 23. 

Kirwan, Edward Oliver, А.С.А., а1962; 107 Earl Howe 
Street, Leicester. 

Kitsberg, Barry, B.A.(ECON.), A.C.A., 21962; 85 Carmel 
Court, Kings Drive, Wembley Park, Middlesex. 

Kong, Richard Sik Hung, A.C.A., 21962; 8 Arkwright Road, 
London NW3. 

Kyimyint, Lao, A.C.A., 41962; 178 Gyogon Officers’ 
Quarters, Insein, P.O., Burma. 

Kyle, Peter Jeremy, a.c.a., а1962; 52 Limpsfield Road, 
Sanderstead, Surrey. 


Lacey, Maurice Raymond, A.C.A., 41962; 114 Laurie | 


Avenue, Forest Fields, Nottingham. 

Lambe, Brian Anthony, А.С.А., 21962; 39 Erpingham Road, 
London SW:s. 

Lambley, John Robert Nelson, А.С.А. 41962; 82/84 
Waterdown Road, Clifton, Nottingham. 

Lancey, Roger Keith, A.C.A., a1962; 18 Priory Road, 
Hanbury Park, Worcester. 
Lane, Robin Spencer Norman, B.SC.(ECON.), A.C.A., 21962; 
c/o Martin, 57 Queensborough Gardens, Glasgow W2. 
Langtree, Alan, A.C.A., 21962; 69 Parsonage Road, Wilp- 
shire, Blackburn. 

Lascelles, John Frederick, A.C.A., a1962; ‘Homestead’, 
Hall Road East, Blundellsands, Liverpool 23. 

Lawrance, Maurice Roy, A.C.A, 21962; 5 Bassingbourne 
Close, Broxbourne, Herts. 

Lawry, Richard Vivian, A.C.A., а1962; 5 Merridale Grove, 
Wolverhampton. 

Layzell, Thomas Richard, B.SC., A.C.A., 21962; 25 Green- 
fields Road, Horley, Surrey. 

Leach, John Vincent, A.C.A., 21962; 29 Hammelton Road, 
Bromley, Kent.. 

Leadbeater, Christopher Charles David, A.C.A., 21962; 
11-15 Athelstan Road, Cliftonville, Kent. 

Lee, Colin Victor Lionel, a.c.a., 41962; 125 Derrington 
Avenue, Crewe. 

Lee, Cyril Alfred, B.COM., A.C.A, 21962; 2 Mount Stewart 
Avenue, Kenton, Middlesex. 

Leigh, Timothy Roy, А.С.А., a1962; 5 Moss House, York 
Road, Eastbourne. 

§Leishman, James Chisholm, a.s.a.a., 01962; 2 Hayworth 
Avenue, Laurieston, Falkirk, Stirlingshire. 

Lennard, Geoffrey, A:C.A., 21962; 685 Scott Hall Road, 
Leeds 17. - 

Leon, Farrell Stanley, A.C.A., a1962; 124 Middleton Road, 
Manchester 8. 

Lester, David Frederick, a.c.a., a1962; 54 Winnington 
Road, Enfield, Middlesex. 

Lett, Kenneth Robert, A.C.A., a1962; 350 Bromford Lane, 
Ward End, Birmingham 8. 

Leverton, Roger Frank, A.C.A., a1962; 25 Southway, 
Totteridge, London N2o. 

Levitt, Peter David, B.A., A.C.A., a1962; Flat 4, 81 West- 
bourne Terrace, London W2. 

Lewis, David Harold, a.c.a., a1962; 17 Momus Boulevard, 
Coventry. 

Lewis, Martin Lawrence, A.C.A., a1962; 120 Islington 

' High Street, London N3. 

Lewis, John Charles, А.С.А., 21962; ‘Roselea’, Kings Barn 
Lane, Steyning, Sussex. 

Lewis, John Trevor, A.C.A., 21962; Flat 2, 2 Gore Street, 
London SW". 

Lillis, Michael Richard, A.C.A., 41962; 21 Norland Square, 
Holland Park, London Wir. 

Lindley, Philip Douglas, a.c.a., a1962; ‘Walcot’, Chesham 
Lane, Chalfont St Peter, Bucks. 

Lindsey, Colin James Neil, A.C.A., 21962; 67 Murray Road, 
Northwood, Middlesex. 
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Lipscomb, Edwin Paul, А.С.А., 21962; 52 Antrim Mansions, 
London NW3. 

Lisle, Roger Graham, А.С.А., a1962; 47 Shaftesbury 
Avenue, Street Lane, Leeds 8. 

Liowarch, Martin Edge, A.C.A., a1962; дов Montpelier 
Square, London SW7, 

Lloyd, Robert Dudin, A.C.A., 21962; 17 Croham Park 
Avenue, Croydon, Surrey. 

Lo, Nim-Cho, A.C.A., 21962; rr Robinson Road, First 
Floor, Hong Kong. Е 

Locke, Philip Christopher, A.C.A., 21962; 3 Vicarage 
Gardens, Kensington, London W8. 

Lombard, Wilfred, в.ѕс.(всом.), 41962; 6 Rothbury 
Gardens, Lobley Hill, Gateshead 11, Co. Durham. 

Longman, John Henry Howard, A.C.A., 1962; 27 Varndean 
Gardens, Brighton 6, Sussex. 

Lowthian, John Bardgett, A.C.A., 'а1962; The Castle, 
Armathwaite, Carlisle. 

Lucas, Brian John, А.С.А., ax962; 31 Tilsworth Road, 
Beaconsfield, Bucks. 

Lumby, William Henry David, A.C.A., a1962; "The Dawn’, 
Dark Lane, Ormskirk, Lancs. 


*— Lyman, Michael Leslie, A.C.A., 21952; 36 Lewsey Road, 


Luton, Beds. 


McAdam, David Alexander Lennox, A.C.A., a1962; 25 
Gorse Road, Blackburn. 

Macario, Michael Anthony, A.C.A., 21962; 47 Hillside 
Road, Northwood, Middlesex. 

Macaulay, George Franklin, A.C.A., a1962; rr Townfield 
Lane, Bebington, Wirral, Cheshire. 

McCale, David Brian, A.C.A., 21962; 8 Stapleton Close, 
Rainhill, near Liverpool. 

MacDonald, Ian, А.С.А., а1962; 5 Carters Hill Close, 
Mottingham Lane, London SEg. 

McDonald, Peter, А.С.А., a1962; 8 Swinburne Avenue, 
Droylsden, near Manchester. 

McFarland, Robert Gordon, A.C.A., a1962; "The Coppice’, 
Upper Warren Avenue, Caversham, Reading. 

§Mackenzie, Roy, А.5.А.А., a1962; 102 Reform Street, 
London SW11, 

Mackay, Donald Barrett, B.A., A.C.A., 21962; 6 Wetherby 
Gardens, London SWs. 


a “T McQue, John Edward, a.c.a., а1962; ‘Orchard Lea’, Ash 


~ 


Magna, Whitchurch, Salop. . 

Maddock, Peter John, B.SC.(ECON.), A.C.A., a1962; 3 
Levylsdene, Merrow, Guildford, Surrey. 

Mainwaring, John David, A.C.A., 21962; с/о Familie 
О. Е. Schroer, Melchnau (Bern), Switzerland. 

Makins, Michael John, A.C.A., 21962; Hampton House, 
Bath Road, Colnbrook, Bucks. 

Malik, Khalid Hassan, A.C.A., 21962; 36 West Heath Drive, 
London NWir. 

Malkinson, Jeffrey Leon, A.C.A., a1962; 33 Rossett Avenue, 
Liverpool 17. | 

Mallinson, Anthony John, А.С.А., 21962; 57 Avondale 
Avenue, Hinchley Wood, Esher, Surrey. 

Manchester, Eric Leslie, A.C.A., 21962; 65 Trafford Road, 
Norwich. 

Manning, Bernard John, A.C.A., a1962; 63 Oliver Road, 
Shenfield, Essex. 

Manning, Stephen Paul, A.C.A., a1952; 84. Mayfair Avenue, 
Ilford, Essex. 

Mapus-Smith, John, A.C.A., 41962; 'Berrylands', Dersing- 
ham, King’s Lynn, Norfolk. 

Marris, Anthony Hamilton, A.C.A., ax962; 58 Twatling 
Road, Barnt Green, Worcs. 

Martindale, Deryk, LL.B., A.C.A, 21962; 14 Guildford 
Crescent, Beech Hill, Wigan. 

Mascarenhas, Peter Adrian Richard, a.c.a., a1962; John- 
son’s Flat, High Street, Nantwich, Cheshire. 

Maslin, John Roger Wells, A.C.A., 41962; ‘Rucklands’, 
Keepers Lane, Wergs, near Wolverhampton. 

Mathews, Roger Gordon, A.C.A., 41962; 89 Alric Avenue, 
New Malden, Surrey. 


THE 
ACCOUNTANT 


457 


Matthews, Keith Harley, B.A., A.C.A., 21962; 36 Windsor 
Road, Bristol 6. . 

Mattison, James Thomas, B.A., А.С.А., 41962; School 
House, Lingwood, Norwich, NOR79Z. 

Maxwell, Gerald Anthony, A.C.A., 21962; ‘Windle Wood’, 
Vyner Road North, Bidston, Birkenhead. 

Maxwell, (Miss) Glynn Ann, A.C.A., 41962; 8 Bina Gardens, 
London SWs. 

Maxwell-Walton, John David, a.c.a., a1962; 71 Nyewood 
Lane, Bognor Regis, Sussex. 

Mayes, Derrick Alan, A.C.A., 21962; 3 Castle Bridge 
Cottages, North Warnborough, near Odiham, Hants. 

Mbanefo, Arthur Christopher Izuegbunam, A.C.A., 21962; 
40 Cavendish Road, London NW6. 

Mear, Donald Robert, B.A., А.С.А., 21962; 77 Victoria 
Rise, Clapham Common, London SW4. 

Mehta, Chhabildas Dipchand, А.С.А., 41962; with Peat, 
Marwick, Mitchell & Co, Windsor House, 11th Floor, 
Temple Row, Birmingham. 2 

Merriman, Leonard Robert, A.C.A., 21962; 41 Penn Road, 
· Holloway, London М7. 

Mewis, David George, А.С.А., а1962; 113 London Road, 
St Leonards-on-Sea, Sussex. 

Mian, Qaisar, А.С.А., 21962; Taj Cottage, 452/3 Garden 
East, Karachi-5, Pakistan. 

Middle, John Roderick, B.A., A.C.A., a1962; ‘Greenfields’, 
Western Road, West Hagley, Stourbridge, Worcs. 

Middleton, Colin James, A.C.A., 41962; 18 North Street, 
Hailsham, Sussex. 

Middleton, David Miles, A.C.A., 21962; Field House, 
Mayfield Drive, Cleadon, near Sunderland. 

Millard, John Edward, A.C.A., a1962; 4 Cove House 
Gardens, Ashton Keynes, Swindon. 

Mills, Keith Charles, А.С.А., a1952; 153 Howarth Road, 
Abbey Wood, London SEz. 

Milne, Roderick Bruce, A.C.A., 21962; 4 Shinfield Road, 
Reading. 

Milnes, David Sides, A.C.A., ar962; 77 Broom Road, 
Rotherham. j 

Mitchell, George Dickson, A.C.A., a1962; 8 Croft View, 
` Anlaby, near Hull. 

Mitchell, Edward Allen, А.С.А., а1962; Cliff Cottage, 
"Herschell Road, Birchington, Kent. 

Mitchell, Victor James, a.c.a., 21962; 63 Clewer Park, 
Windsor, Berks. 

Modl, Phiroze Jal, B.sc.(ECON.), A.C.A., 01962; Grange 
Hotel, Inglesby Avenue, Normanton, Derbys. 

Moffat, Brian Scott, А.С.А., 21962; 38 Nicholas Way, 
Northwood, Middlesex. 

Moody, Peter Brian, B.A., A.C.A., a1962; clo The Financial 
Times, Cannon Street, London EC4. 

Moore, Michael Houghton, А.С.А., а1962; 105 Dunbar 
Road, Southport. 

Moos, Rohinton Framroze, B.A., А.С.А., 21962; 222 East 
End Road, East Finchley, London N2. 

Moriarty, Edward Thomas, A.C.A., a1962; 44 Preston New 
Road, Blackburn. 

Morris, John Stanley, А.С.А., a1962; with Fryer, Sutton, 
Morris & Co, 5 London Wall Buildings, London ЕС2. 
Mottram, Darrell Frederick, a.c.a., 41962; 29 Blair Athol 

Road, Ecclesall, Sheffield 11. 

§Mountain, Gordon Thomas, A.S.A.A., 21962; High Street, 
Nafferton, Driffield, Yorks. 

Muir, Brian John, А.С.А., а1962; 13 Fullerton Road, 
Wandsworth, London SWx8. 

Munday, John, A.C.A., 21962; 14. Garfield Street, Leicester. 

Munir, Mohammad, A.C.A., а1962; 21 Chepstow Crescent, 
London Wiz. 

Munson, Alma Russell, А.С.А.,`а1962; 49 Albert Street, 
Colchester, Essex. 

§Murcott, Charles Robin, a.s.a.a,, a1962; Romney Cottage, 
Riverstone Road, Wynberg, Cape Town. 


§Nahoum, Isaac Elías, А.5.А.А., 21962; 73 Belsize Park 
Gardens, London NW3. 
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Nash, Harry, A.C.A., 21962; 24 Rostrevor Avenue, London 

I5. 

Nat Thondan, Arumugam, A.C.A., 21962; 2 Bedford Place, 
London WCi. 

Needham, Malcolm Edward, A.C.A., 
Parade, Roker, Sunderland, 

: Nesham, Donald John, B.A.(ECON), A.C.A., a1962; 88 Mar- 
wood Drive, Great Ayton, Middlesbrough. 

New, Terence, Anthony, A.C.A., а1962; 18 Bertram Drive, 

- Meols, Wirral, Cheshire. 

Newboult, James Michael Scott, B.A., A.C.A., 21962; Rye 
House, Boars Hill, Oxford. 

Newman, Henry George, A.C.A., 41962; 37 Loughborough 

‚ Park, London SWo. 


41962; 31 Park 


Newman, Lawrence Howard, M.A., LL.B., A.C.A., e196a; . 


55 Walton Street, Chelsea, London SW3. 

Newton, Anthony Thomas, A.C.A., 21962; 15 Olorenshaw 
Road, Sheldon, Birmingham 26. 

Neylon, David, A.C.A., 21962; 86 Wembury Street, 'Наг- 
purtiey, Manchester. 

Niblett, Michael Anthony, A.C.A., 21962; with F. P. Leach 
& Co, 46 Upper Maudlin Street, Bristol 2. 

Nicholas, Timothy Louis, А.С.А., a1962; ‘White Walls’, 
Links Hey Road, Caldy, West "Kirby, Wirral, Cheshire. 

Nichols, (Miss) Irene Ada, A.C.A., a1962; 3 Harcourt 
. Road, Sale, Cheshire. 

Nobbs, Joseph Lovelace (Junr.), A.C.A., 21962; ‘High 
Endeavour’, Chase Lane, Haslemere, Surrey. 

Noble, Colin’ Henry, a.c.a., a1962; 2 Tiverton Avenue, 
Sale, Cheshire. 

Norman, Richard, a.c.a., 21962; 31 Lake View, Edgware, 
Middlesex. 

Nutland, Jack Herbert, A.C.A., 21962; 44 St Albans Crescent, 
Woodford Green, Essex.. В 


Oades, Geoffrey, A.C.A., а1962; 78 Marshfield Road, 


Goole, Yorks. 
Ogden, John Edward, a.c.a., a1962; 1 Ashton Street, 
Lytham, Lytham St Anne' s, Lancs. 
Oldfield, Ernest, B.A., A.C.A., а1962; ‘Church View’, 
Whitley Bridge, near Goole, Yorks. 

oie Olufojude, A.C.A., 21962; 25 Hollygrove, London 

1 

Orr, Robert Michael, a.c.a., a1962; 9 Hurst Green Road, 
Bentley Heath, Solihull, Warwicks. 

Osborne, John Brian, A.C.A., 41962; 175 Westella Road, 
Westella, near Hull. 

Owen, John. Harold Tierney, A.C.A., a1962; 
Daleford Lane, Whitegate, near Northwich, Cheshire. 


Page, Edward Hugh, А.С.А., 21962; ; 11 Woodend Avenue, 
Maghull, Lancs. 

Pain, Christopher Edward, A.C.A., 41962; Ripple Lodge, 
Kearsney, near Dover, Kent. 

Paramsothy, Sinnappah Alagarathnam, B.SC., A.C.A., 41962; 
16 Lancaster Terrace, London W2. 

du David Arthur, A.C.A., a1962 poteet. Marylebone, 

igan. 

Parfitt, Michael Peter, A.C.A., а1962; 20 Clarence Street, 
Bishop Auckland, Co. Durham. 

Parker, Geoffrey, A.C.A., 21962; 174 Mount Pleasant Road, 
‘Tottenham, London N17. 

Parlane, Andrew John, A.C.A., a1962; 116 Archer Avenue, 
Southend-on-Sea, Essex. 

Parrott, John Donald, a.c.a., а1962; 10 Ravenoak Road, 
Woodsmoor, Stockport. 

Parry, Edward Brian, A.c.A., 21962; P.O. Box 129, Moshi, 
‘Tanganyika, 

Paterson, John Malcolm, A.C.A, 21962; 54 Aylsham Road, 
North Walsham, Norfolk. 

Pavri, Farrokh Noshir, A.C.A., 21962; with Binder, Hamlyn 
& Co, 121 Queen Victoria Street, London EC4. 

Payne, Derek, A.C.A., а1962; 85 The Meadway, Headless 
Cross, Redditch, Worcs. . 

Peach, Kenneth, A.C.A., 41962; 18 Whitewood Way, 
Matlock, Derbyshire. 
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Pearce, John A:C.A., а1962; Cash Stores, Reading Road, 
Burghfield Common, near Reading. _ 

Pearson, Graham Thomas, В.А., A.C.A., a1962; 25 York 
.House, Kensington, London WS. 

Pendrill, Richard William, A.C.A., 21962; 55c Purley Vale, 
Purley, Surrey. 

Penney, Malcolm Olaf, .A.C.A., 
"Sanderstead, Surrey. 

Penrose, Antony John, А.С.А., a1962; 28 Longfield, Pen- 
wortham, Preston, 

Perkins, Geoffrey, A.c.A., 21962; 4 Seven Oaks Crescent, 
Bramcote Hills, Beeston, Notts. 

Perry, Jonathan Peter Langman, A.C.A., a1962; ‘Little 

` Holland’, Outerwyke Road, Felpham, Bognor Regis, 
Sussex. 

Peters, Lionel, a.c.a., 21962; 99 Eamont Court, Mackennal 
Street, London NW8. 

Pickard, John Christopher, А.С.А., 21962; 170 Wakefield 
Road, Lightcliffe, Halifax. 

Pinder, "John, A.C.A., 21962; 7A Old Bank Road, Mirfield, 
Yorks. 

Pizzey, John Howard, А.С.А., a1962; 65 Georgia Road, 
'Thornton Heath, Surrey. 

Potter, Keith Sydney, A.C.A., а1962; 1 Gloucester Avenue, 
Gorleston-on-Sea, Great Yarmouth. 

Powis, Paul Lionel, A.C.A., a1962; ‘Whitegates’, Pilgrims 
Way, Harrietsham, near Maidstone, Kent. 

Pratt, Geoffrey Brian, A.C.A., 41962; ‘Dalswinton’, Ellerslie 
Lane, Bexhill-on-Sea, Sussex. 

Prescott, (Miss) Patricia Jean, А.С.А., 21962; 
Staunton Cross, Staunton, near Gloucester. 

Price, Leighton Raymond John, A.C.A., 21962; 18 Amherst 
Street, Grangetown, Cardiff. 

Pringle, Edward William, M.A., A.C.A., 41962; 14 Norburn 
Crescent, Formby, Lancs. 

Provan, David, A.C.A., 41962; "The Lawns’, Nightingales 
Lane, Chalfont St Giles, Bucks. 

Prusmann, David Frederick, B.A.(COM.), A.C.A., 41962; 
Flat 5, 629 Wilbraham Road, Chorlton-cum-Hardy, 
Lanes. 

Pumphrey, John Richardson, А.С.А., 41962; 
Cottage, Kirkleavington, Yarm-on-Tees, Yorks. 

Pybus, Richard Henry, A.C.A., 21962; 27 Grange Crescent, 
Marton-in-Cleveland, Middlesbrough. 


41962; 49 Farm Fields, 


‘St Pierre’, 


Tinton 


А 


Ф, 


а 


Radford, Richard John Markham, А.С.А., 41962; Sussex 
Cottage, Gorse Hill Road, Virginia Water, Surrey. 


‘Rafe, Nigel Barton, A.C.A., 21962; 24 Collingham Gardens, 


Kensington, London SWs. 

Raffray, Andre Robert Georges, A.C.A., а1962; Floreal, 
Mauritius. 

Rahman, Masihur, A.C.A., 41962; 68 Parliament Hill, 
London NW3. 


Rawstron, Ronald Freeman, А.С.А., 21962; 7 St Heliers . 


Avenue, Hove. 

Reading, Michael Richard, A.C.A., 41962; 25 Lansdowne 
Crescent, Leamington Spa. 

Reaves, Kenneth David, A.C.A., 21962; т Kenpas Highway, 
Coventry 

Redington. John Wiliam., A.C.A., а1962; 8A Wells Drive, 
Kingsbury, London NWg. 

Reeder, (Miss) Pamela Yvonne, B.A., A.C.A., 21962; 2 Heath- 
cote Avenue, Ilford, Essex. 


Reid, John Lewis, A.C.A., a1962; 45 Parkway, Trentham, ' 


Stoke-on-Trent. 
Reynolds, Michael Stanley, A.C.A., 41962; 
Crescent, Forest Hill, London, ŠE23. 
Rhoades, Leslie Malcolm, A.C.A., ar962; 2 Torrington 
Villas, Franklin Street, Holderness Road, Hull. 

Richards, Ian David, a.c.a., 41962; with Turquand, 
Youngs & Co, P.O. Box 384, "Hongkong Bank Chambers, 
Singapore. 

Richardson, (Miss) Catherine Mary, A.C.A., 21962; 17 
Beech Avenue, Holgate, York. 

Richardson, James Ernest, A.C.A., 21962; 234 Greggs Wood 
Road, Tunbridge Wells, Kent.. 
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Richardson, Roy, A.C.A., 01962; 129 Billing Road, Nor- 
thampton. 

Richmond, Gerard Stuart, A.C.A., a1962; The Penn Club, 
22 Bedford Place, London WCx. 

Ricketts, Eric Stanley, А.С.А., 21962; 10 Olive Road, 
Cricklewood, London NW2. 

Ridehalgh, Duncan James, A.C.A., 21962; 3 Highoaks Road, 
Woolton, Liverpool 25. 

Ridge, Anthony Michael, A.C.A., 41962; 4 Rose Walk, 
Purley, Surrey. 

Ridley, William Patrick, B.A., A.C.A., a1962; ‘Mill Moorings’, 
Felsted, Essex. x 

Roberts, Edwin William, A.c.4., a1952; 6 Ridgmont Road, 
Wandsworth, London SW18. 

Roberts, William Harry, A.C.A., 21962; 56 Byway Road, 
Leicester. 

Robinson, Alan James, A.C.A., 21962; 2 Hempstead Close, 
Whitehall Lane, Buckhurst Hill, Essex. 

Robinson, Anthony, B.A., A.C.A., 21962; 46 Coptfold Road, 
Brentwood, Essex. 


Robinson, Michael Albert, A.C.A., 21962; 27 Cannon Road, 


Wombourne, Staffs. 
Robinson, Patrick Michael Whitmore, A.C.A., a1962; 
Windrush Cottage, Oxted, Surrey. 


~ Roblin, John Anthony, A.C.A., 21962; 24 Romilly Road, 


Canton, Cardiff. 

Robson, Allan, A.C.A., а1962; 48 Beechwood ‘Terrace, 
Leeds 4. ee 

§Rockall, David John, A.S.A.A., a1962; 19 Ferndale Road, 
Weston Favell, Northampton. 


Roe, John David, A.C.A., 41962; 'Keepings', Aston Road, - 


Dudley, Worcs. А 

Rogers, Peter Ernest, A.C.A., 21962; 80 Felbridge Avenue, 
Stanmore, Middlesex. 

Rollins, Thomas Edward, A.C.A., 21962; 21 New Street, 
Wallasey, Cheshire. 

Rose, Geoffrey Wilfrid, A.C.A., a1962; 43 East Court, North 
Wembley, Middlesex. 

Rowe-Ham, David Kenneth, A.C.A., 21962; 344 Hagley 
Road, Edgbaston, Birmingham 17. 

Roxburgh, Michael Walter, A.C.A., 31962; 89 Cromwell 
Way, Kidlington, Oxon. 

Roy, Nikhilesh Сћапдла, A.C.A., 21962; 43 Cecil Avenue, 
Wembley, Middlesex. и 

Ruffy, Maurice James, A.C.A., a1962; 15 Combemartin 


> 77" Road, Southfields, London SW18. 


Rugg, Brian, A.C.A., а1962; 31 Dene Crescent, Wallsend, 
Northumberland. : 

Rule, Andrew, A.C.A., 21962; 72 Petherick Road, Liverpool 
II. 

Ruscoe, David Michael, A.C.A., 41962; ‘Stoneleigh’, 
Meadow Gardens, Craig-y-Don, Llandudno. . 

Rushforth, David Arba, A.C.A., a1962; 199 Wakefield Road, 
Drighlington, near Bradford. 

Rushton, Richard Alan, A.C.A., 21962; 20 Broadway, Hale, 
Cheshire. 

Russell, Colin George, A.C.A., а1962; 333 Woodgrange 
Drive, Southend-on-Sea. . 

Russell, David John, B.A., A.C.A., 21962; 6 Valentines Drive, 
Colchester, Essex. 

Russell, Michael Jack, A.C.A., a1962; то Donnington Road, 
Willesden, London, NW:Io. 

Ryan, Kevin James, A.C.A., а1962; Barrowby House, 
Barrowby, Grantham, Lincs. 

Ryder, Anthony Charles, M.A., A.C.A., 21962; 9 St George's 
Court, Gloucester Road, London SW. 7 


Sadler, David Albert, A.C.A., а1962; 14 Lytton Avenue, 
Penn, Wolverhampton. 

Saunders, Kenneth Henry Arthur, A.C.A., 41962; 93 
Perry Street, Billericay, Essex. 

Sanger-Davies, Michael Joseph, A.C.A., 21962; with 
ее Baker & Co, Prudential Chambers, Banbury, 

xon. 

Sardana, Vinode Mohan, A.C.A., a1962; 184 Gloucester 

Place, London NW. l 
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Sargent, Christopher John Ralph, a.c.a., а1962; 21 Blake 
Hill Avenue, Parkstone, Dorset. 

Scarisbrick, David Thomas, A.C.A., 21962; 54 Anson Road, 
London N7. 

flSchreiber, Cyril, A.C.A., 41962; 116 Cazenove Road, 
Stoke Newington, London N16. 

Scott-Brown, Robin Christopher, A.C.A., a1962; “Silver 
Birches', Cornwall Road, Cheam, Surrey. 

Sealey, John Malcolm, A.C.A., a1962; 72 Barton Lodge 
Road, Hall Green, Birmingham 28. 

Secker, Alan, a.c.a., 41962; 65 Brim Hill, Hampstead 
Garden Suburb, London N2. : 

Seed, John Keith, А.С.А., 21962; ‘Newlands’, Church Lane, 
Goosnargh, near Preston. 

Semark, Roy Edward, A.C.A., а1952; 16 Talbot Gardens, 
Goody’ ayes, Ilford, Essex. 

é, John, A.C.A., 21962; c/o 20 Elton Road, Kingston 


Serco 

upoy Thames, Surrey. 

Sharp John Henry, A.C.A., а1962; sr Long Elmes, Harrow 

у ald, Middlesex. 

Shaw, Peter. William, A.C.A., 4:962; “The Moorings’, 
Evans Avenue, Allestree Park, Derby. 

Shepherd, John Kenneth, A.C.A., a1962; 40 Stamford Road, 
West Bridgford, Nottingham. 

Sherring, Peter james, А.С.А., а1962; 69 Heath Road, 
St Albans, Herts. 

Shiatis, Michalakis Avraam, A.C.A., 21962; 44 Athlone 

^ Road, London SW2. 

Shulman, Neville Lionel, А.С.А., a1962; 144 Finchley 
Road, St John’s Wood, London NW8. 

Silver, Robert Jim, A.C.A., 21962; 13 Alexandra Grove, 
Finchley, London N12. 

Silvester, Eric George, A.C.A., а1962; 67 Dongola Road, 
London N17. P 

Simmonds, Anthony Michael Thomas, А.С.А., 41962; 
‘Caliente’, Princes Drive, Oxshot:, Leatherhead, Surrey. 

Simpkin, David Anthony, A.C.A., 41962; 21 Charnwood 
Avenue, Sutton Bonington, Loughborough, Leics. 

Simpson, Andrew Roger, A.C.A., 21962; 69 Longland Drive, 
Totteridge, London N20. 

Simpson, Terence Colin Frank, a.c.a., а1962; 97 Gaunts 
Way, Letchworth, Herts. 

Sinclair, Anthony, LL.B., A.C.A., a1¢62; 99 Regency Lodge, 
Avenue Road, London NW3. 

Sircar, Kalyan, a.c.a., a1962; 62 West Cromwell Road, 
London SWs. 

Sitaram, Govind, a.c.a., a1962; c/o Peachy Property 
Corporation Ltd, Farley House, Petts Wood, Kent. 

Sitaram, Nagaraj, A.C.A., а1962; c/o. S. Sitaram, Р.О. 
Box No. 686, 57 Lewis Street, Rangoon, Burma. 

Skan, Trevor, A.C.A., 41962; ‘Greenways’, Little Forest 
Road, Talbot Woods, Bournemouth. 

Skeet, David Colin, A.C.A., a1962; 37 Shirley Avenue, 
Southampton. : 

Slomovic, Chaskel, A.C.A., a1962; Flat D, 59 Netherhall 
Gardens, London NW3. 


. Smith, Graham Alan Pedder, A.C.A., а1962; 9 Mersey 


Avenue, Upminster, Essex. 

Smith, John Antony, B.sc.(ECON.), А.С.А., 41962; 28 Sandy 
Lane, Mitcham, Surrey. j 

Smith, John Edward, A.C.A., a1962; 9 Echelforde Drive, 
Ashford, Middlesex. | ck 

Smith, JohnVincent, A.C.A., 21962; 39 Greenways, Standish, 
near Wigan, Lancs. 

Smith, Malcolm John, A.c.a., 21962; 27 Dundela Gardens, 
Worcester Park, Surrey. ; 

Smith, Paul Hugh, A.C.A., 21962; 18 Birches Barn Avenue, 
Bradmore, Wolverhampton. 

Smith, Richard John, a.c.a., а1962; 57 Compton Road, 
Winchmore Hill, London N21. 

Smith, Richard John, A.C.A., 21962; 42 South, Down Road, 
Beacon Park, Plymouth. 

Smith, Thomas Desmond, A.C.A., 21962; А. B. Plevey & Co, 
11A Tettenhall Road, Wolverhampton. 

Smith, Thomas Martyn, A.C.A., a1962; 9 Standiforth Road, 
Dalton, Huddersfield. . 
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Smith, Trevor Edward, A.C.A., а1962; до Sharrat Field, 
Four Oaks, Sutton Coldfield, Warwicks. 

§Smith, Walter Roy MacMillan, A.S.A.A., a1962; 7o Cato 
Road, Durban, South Africa. 

Smithers, Bryan John, A.C.A., 41962; 
Ticehurst, Wadhurst, Sussex. 

Snape, Keith, a.c.a., 41962; 62 Firs Road, Sale, Cheshire. 

Solomon, Richard Sydney Clive, A.C.A., 41962; 354 
Mumbles Road, Westcross, Swansea. 

Spier, Robert Fitzhardinge Jenner, B.COM., A.C.A., 21962; 
‘Fiesta’, Hazler Crescent, Church Stretton, Salop. 

Spratley, ‘Derek John, a.c.a., 42 Chalkpit Lane, Dorking, 
Surrey. 

Sprunt, Ernest, A.C.A., 21962; with Peat, Marwick, Mitchell 
& Co, тт Ironmonger Lane, London EC2. 

Stables, (Miss) June Christine, A.C.A., 01962; 81 Ladbroke 
Road, London Wiz. 

Stainton, Ian Lachlan, a.c.a., 21962; 37 Willow Crescent, 
Five Lane Ends, Bradford 2. 

Stanton, Lionel Harold, A.C.A., a1962; 81 Mount Ararat 
Road, Richmond, Surrey. 

Stápley, Eric, A.C.A., а1962; 5 Broadway, Connah's Quay, 
Chester. 

Steele, Kenneth James, A.C.A., 41962; 47 "Faversham 

. Avenue, Апјађу High Road, Hull. 


r Bell Cottages, 


Steggall Brian Oswald Telfer, a.c.a., a1962; Highfield 


College, Leigh-on-Sea, Essex. 

Stephenson, Percy, А.С.А., 21962; 22 Stanthorpe Road, 
London SW16. 

§Stoddart, James Donald Todd, a.s.a.a., а1962; 52 Auld- 
hame Street, Coatbridge, Lanarkshire. | 

Stokes, Andrew Christopher, A.C.A., a1962; Northcote, 
Lansdown Road, Bath. 

Stone, Harry Walter Bertie, A.C.A., a1962; sr Prospect 
Road, Longwood, Huddersfield. 

Storey, Ernest Robert, A.C.A., 01962; 21 Clacton Road, 
Walthamstow, London E17. 


Stott, David, A.C.A., 41962; ‘Woodcrest’, Staindrop, 
Darlington. А 
Stout, Christopher, A.C.A., 41962; 65 Bridge Street, 


Worksop, Notts. 

Stubbs, David Glyn, A.c.4., a1962; 16 Manor Road, Slyne, 
near Lancaster. 

Sturge, Martin Greenaway, А.С.А., a1962; 85 Woodlands 
Road; Surbiton, Surrey. 

Styburski, George Francis, A.C.A., 21962; 117° Windmill 
Road, Brentford, Middlesex. 

Sullinge, Rynton Haydon, A.C.A., 21962; 
Chalford, Stroud, Glos. 

Sullivan, Terence Frederick, A.C.A., a1962; 164 Inchmery 
‘Road, Catford, London SE6. 

Sultan, Sami Mohamed Ibrahim, B.COM., A.C.A., а1962; 

. 14 Range Road, Manchester 16. 

Summerfield, Richard Thomas, A.C.A., 01962; 9 Highfield 
Avenue, Cambridge. 

Summers, Robert Michael, A.C.A., 21962; 318 Addison 
House, Grove End Road, St John’s Wood, London NW8. 

Sutcliffe, Maurice, B.A., А.С.А., 21962; 36 Meadow Lane, 
Wheatley, Halifax. 

Suton; Kenneth, A.C.A., а1962; 53А Kings Road, Harrogate, 

orks. 

Swarc, Alan, A.C.A., a1962; Flat 5, 21 Hanson Street, 

London Wi. 


‘Fromeside’, 


Tait, Jonathan Douglas, A.C.A., а1962; 9 Marine Parade, 
Penarth, Glam. 

Tame, John Townsend, A.C.A., a1962; 63 Queens Road, 
Urmston, Lancs. 

Tate, Maurice Stanley, А.С.А., а1962; 73 Molesey Park 

- Road, East Molesey, Surrey. 

Taylor (Miss), Brenda Elizabeth, A.C.A., 21962; 6 Gott’s 
Park Crescent, Armley, Leeds 12. 

Taylor, Brian, A.C.A., 21962; 29 Rossall Road, Rochdale. 

Taylor, Colin Gordon, ACA, @1962; I High Street, 
Crawley, Sussex. 
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Taylor, David, A.C.A., a1962; 4 Wards End, Loughborough, 

ics. 

Tetley, Brian, A.C.A., а1962; 35 Nearcliffe Road, Bradford 9. 

Temple, Alan Duncan, A.C.A., 41062; ‘Saracen’s Head’, 
Spalding, Lincs. 

Thom, Denis, A.C.A., а1962; 
Billericay, Essex. 

Thomas, David Anthony, A.C.A., 201962; 14 Lansdowne 
Road, West Didsbury, Manchester 20. 

Thomas, Roy Anthony, А.С.А., a1962; 41 Exeter Road, 
Rayners Lane, Harrow, Middlesex. 

Thornber, Anthony Frederic, A.C.A., a1962; ‘Birtle-Dene’, 
George Lane, Read, near Burnley. 

Tickler, Nigel Derrick Wallace, a.c.a., a1962; Swinhope 
Brook, Binbrook, Lincoln. , 

Toll, John Edmund, B.sc.(ECON.), A.C.A., 21962; 49 Down- 
shall Avenue, Seven Kings, Ilford, Essex. 

Torond, James Leonard, А.С.А., 21962; 81 Devon Road, 
Cheam, Surrey. 


76 Passingham Avenue, 


Torr, David Allan, a.c.a., 21962; 95 Hilton Lane, Great 


Wyrley, Walsall. 
Townsend, William Venn, A.C.A., a1962; 36 Broadwood 
Road, Chattenden, Rochester, Kent. 


Treen, Richard James, A.C:A., 21962; 36 Woodland Drive, | 


Hove, Sussex. 

Trethewey, Llewellyn Lloyd Anthony, LL.B., А.С.А., 21962; 
3o Havelock Road, Handsworth, Birmingham 20. 

Trevelyan, Edward Calverley Thornton, A.C.A., а1962; 
Longwitton Hall, Morpeth, Northumberland. 

Tribe, Raymond John, А.С.А., 41962; with Smallfield, 
Fitzhugh, Tillett & Co, 24 Portland Place, London Wr. 

Trimby, David George, B.A., A.C.A., 21962; 2 Widcombe 
Terrace, Bath. . 

Tucker, David Allon, A.C.A., 41962; 11 Kew Road, Weston- 
super-Mare. 

Tucker, David Lambert, A.C.A., 21962; 414 Upper Rich- 
mond Road, Putney, London 'SWis 

Tucker, Frederick James, A.C.A., dba: Arts Centre, 
Dartington Hall, Totnes, Devon. 

'T'udball, Ian Gordon, A.C.A., 21962; 30 Pinner Park Avenue, 
Harrow, Middlesex. 

Turner, Peter Vincent, A.C.A., 41962; 15 Ethel Road, 
Wallasey, Cheshire. 


Turnbull, David Keith, a.c.a., a1962; 45 Fitzroy Drive, - 


Oakwood, Leeds 8. 

‘Turner, David Daniel, A.C.A., 21962; 43 Upsdell Avenue, 
Palmer’s Green, London №13. 

Turner, Derek Tudsbery, A.C.A., 21962; ‘Jacob’s Garden’, 
Castle Hill, Duffield, Derbyshire. 

‘Turner, John Charles, A.C.A., a1962; 29 Orchard Crescent, 
Forty-Hill, Enfield, Middlesex. 

Twigg, Trevor Joseph, LL.B., A.C.A. 31962; 58 Billing Road, 
Chapelfields, Coventry. 


Usher, Stuart, A.C.A., 21962; 4 Straylands Grove, Stockton 
Lane, York. 


Valentine, James Hamilton, А.С.А., а1962; 41 Deeplish 
Road, Rochdale. 


_ Van Spall, Oscar Anthony, А.С.А., а1962; s Pentland Street, 


St Ann’s Hill, Wandsworth, London SW18. 


Vaux, Philip, B.A.(ECON, ), A.C.A., 41962; 116 Banks Lane, | 


Riddlesden, Keighley, Yorks. 

Vear, Harold Arthur Julian, B.A., A.C.A., а1962; 18 Ossian 
Road, London N4. 

Vijayaratnam, Kanapathipillai, LL.B., A.C.A., 41962; with 
Bennett Nash & Co, 12/13 Richmond Buildings, Dean 
Street, London Wi. 

Vithlani, Anilkumar Keshavji, A.C.A., 21962; 6 Sherwood 
Avenue, Streatham Vale, London 5Ҹ16. 


Wagstaff, Arthur Benjamin, A.C.A., 21962; 29 Chapel View, 
South Croydon, Surrey. 

Wain, John Anthony, A.C.A., 01962; 44 | Carlton Drive, 
Paignton, Devon. 
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Wakefield, David John, A.C.A., 41962; 15 Hayes Avenue, 
Littleover, Derby. 


Walker, Alan John, A.C.A., 21962; 46 Manor Way, Chingford, 
London Е4. . 

Walker, George Ronald, A.C.A., a1962; 59 Cundall Road, 
West Hartlepool, Co. Durham. 

Waller, Colin Leslie, a.c.a., а1962; 38 Valley Road, 
Streatham, London SW16. 

Wells John Arthur, A.C.A., а1962; so Herne Hill, London 

24. 

Warburton, Ian George, А.С.А., 41962; т Bourneville 
Avenue, Heaton Norris, Stockport. 

Ware, Francis John, B.A., A.C.A., a1962; 9 Castlebar Road, 
Ealing, London Ws. 

Warren, Peter Cecil Francis, B.A., A.C.A., a1962; ‘Greenhill’, 
Fernhurst, Haslemere, Surrey. 

Warwick James, Nicholas Ridley, a.c.a.,a@1962; 8 Netherhall 
Gardens, London NW3. 

Waterfield, Keith Malcolm, A.C.A., а1962; 111 Dereham 
Road, Barking, Essex. 

Webb, Graham Thomas, A.C.A., а1962; 52 Wyngate Drive, 
Leicester. 


„~ Webb, Richard August, A.C.A., a1962; то Lower Green, 


Alkrington, Middleton, Lancs. 

Weerasinghe, Ranjit Alexis, A.C.A., 41962; with Turquand 
Youngs & Co, Lloyds Buildings, Price St, P.O. Box 101, 
Colombo 1, Ceylon. . 

Wesson, Martin Robert, A.c.a., a1962; 20 Alicia Avenue, 
Kenton, Middlesex. 

Wescott, David John, A.C.A., 21962; with Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 

` Circus, London EC2. 

West, Barrie, a.c.a., a1962; 26 Ferndale Road, Gorse Hill, 
Swindon. 

West, Martin Graham, A.C.A., а1962; 104 Radcliffe New 
Road, Whitefield, Manchester. 

Westcott, Christopher Leslie, A.C.A., ar962; 58 Willow 
Crescent West, Willow Bank, near Uxbridge, Middlesex. 

Westhead, John Simon, A.C.A., 41962 ; 'Crossall, Claremont 
Avenue, Clitheroe, Lancs. | li 

Whale, Brian James, a.c.a., 21962; 280 Princes Avenue, 
Palmer's Green, London №3. 


White, Colin Roger, B.A., A.C.A., 21962; Becton Lea,- 


.e-— Becton Lane, Barton-on-Sea, New Milton, Hants. 
< White, Jeremy Wilmot Edward, A.C.A., 21962; 165 Westhill 


> 


Road, Torquay. 

White, Richard Milner, a.c.a., a1962; The Cottage, Sutton 
Green, near Guildford, Surrey. š 

White, Roger John Graham, А.С.А., 21962; 172 Tudor 

_ Drive, Kingston upon Thames, Surrey. 

Whitehead, Leslie Schofield, a.c.a., а1962; 84 Pavilion 
Way, Eastcote, Ruislip, Middlesex. 

Whittaker, Malcolm John, A.C.A., 21962; 16 Cedar Avenue, 
Nuthall, Notts. 

Whittenbury, John Rowsell, A.C.A., а1962; 3x Shaftesbury 
Avenue, Kenton, Harrow, Middlesex. 

Wigglesworth, Arthur, A.C.A., 41962; 132 Wakefield Road, 
Pontefract, Yorks. 

Wignall, Neville Owen, А.С.А., 21962; 73 Holmwood Road, 
Seven Kings, Ilford, Essex. 

Wild, John David, A.C.A., а1962; 67 Walsall Road, Little 
Aston, Sutton Coldfield, Warwicks. 

Wilkinson, Barry Ernest, A.C.A., @1962; 88 Dalewood 
Avenue, Beauchigy, Sheffield 8. 

Wilkinson, Eric, A.C.A., а1962; 19 Carr Street, Marsh, 
Huddersfield. : 


Wilkinson, Henry Russell, B.A., A.C.A., 21962; 43 The 


Avenue, Lewes, Sussex. 

Wilkinson, John Richard, A.C.A., 41962; 17 Queens Drive, 
Barnsley. 

Wilkinson, Ralph, B.COM., A.C.A., 21962; 4B Staverton 
Road, Oxford. . 

Willats, Antony, A.c.a., 01962; то Dunton Court, Sydenham 

Hill; E23. 

Williams, Duncan Rodney, A.C.A., a1962; 34 Eleanor 
Crescent, Westlands, Newcastle, Staffs. Я 
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Williams, Trevor David, A.C.A., 41962; 1: Rosevale, 
Hoddesdon, Herts. | "E 

Wilson, Eric Robinson, A.C.A., 41962; 4 Woodlands Drive, 
Fulwood, Preston. 5 

Wilson, Frank Denis, A.C.A., а1962; 199 Whitefield Road, 
Liverpool 6. 

Windas, Geoffrey Richard Harland, в.ѕс.(ЕСОМ.), A.C.A., 

.a1962; with W. J. King & Son, 21 Stone Street, Graves- 
end, Kent. 

Windows, James Bowen, A.C.A., 41962; 43 Oaklands, 
Gosforth, Newcastle upon Tyne 3. 

Winstanley, Gerald Arthur, A.C.A., 21962; 299 Gathurst 
Road, Orrell Post, near Wigan. 

Wisely, John Carroll, A.c.4., 21962; with Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London ЕС2. р 

Witherington, Peter John, A.C.A., 21962; 495 Barrow Lane, 
Sheldon, Birmingham 26. 

Woda, David, A.C.A., a1962; 105 Cambridge Gardens, 
London Wo. А 
Wood, Edward Ivor, A.C.A., 21962; 8 Shrewsbury Drive, 

Upton, Wirral, Cheshire. 

Wood, Howard Graham, a.c.a., 41962; 4 Bramley Road, 
Cheam, Surrey. 

Wood, Keith Derek, A.C.A., 21962; 54 Burnett Avenue, 
Bradford 5. ' 

Wood, Malcolm Antony, A.C.A., 21962; Dunstone House, 

` West Drive, Tintwistle, Hadfield, Hyde, Cheshire. 

Wood, Michael James, A.C.A., 41962; хо Gladstone Avenue, 
Seaforth, Liverpool 21. 

Woolf, Emile Harold, a.c.a., а1962; 76 Fairhazel Gardens, 

. Hampstead, London NW6. 

Worger, Peter David, a.c.a., 21962; 1 Hill Lands, Муке, 
Bradford. J 

Wright, David Charles, a.c.a., 21962; 48 Ridgeway, Hayes, 
Bromley, Kent. . 

Wright, James Macdonald, B.A., A.C.A., 21962; ‘Red Tiles’, 
Church Road, Newick, Lewes, Sussex. 

Wright, James Richard Terrence, A.C.A., 41962; 5 Park 
Road, Thornton-Cleveleys, Blackpool. 

Wright, Michael David, B.sC.(ECON.), A.C.A., a1962; 89 
Heathstan Road, London М/12. 

Wright, Michael John, a.c.a., 21962; ‘Greystones’, Еуре 
Down, Bridport, Dorset. 


Yates, Rodney Brooks, А.С.А., 41962; “The Berrow’, Barnt 
Green, Worcs. . 
Yelland, John Anthony, A.C.A., 41962; ‘Highfield’, Droit- 
wich Road, Fernhill Heath, Worcester. 

Young, Malcolm Craig, A.C.A., 41962; 20 Glenmore Road, 
West Bridgford, Nottingham. 

Young, Peter Deans, A.C.A., 41962; 10 The Crescent, 
Walton-on-the-Hill, Stafford, 


Zain, Masud, A.C.A., 21962; 6 Warrington Gardens, London 


Wo. 
Zanker, Francis William Alan, B.COM., A.C.A., a1962; 
_ 2 Edmondson Street, Barnoldswick, via Colne, Lancs, 


Fellowship 
The Council acceded to applications from seven 
associates to become fellows under clause 6 of the 
supplemental Royal Charter, 


Incorporated Accountant Member Becoming 
an Associate 
The Council acceded to an application from the follow- 
ing incorporated accountant member for election as 
associate under clause 6 of the scheme of integration 
referred to in clause 34 of the supplemental Royal 
Charter: Š 


Ackland, Thomas Francis, A.S.A.A., 21959; Ackland, Harris 
& Co, 34 Arlington Road, Southgate, London N14. 
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F.S.A.A. 


The Council acceded to an application from an in- 
corporated accountant member А.5.А.А. to use the 
letters F.S.A.A. under clause 4 (b) of the scheme of 
integration referred to in clause 34 of the supplemental 
Royal Charter. 


Members Commencing to Practise 


The Council received notice that the following 
members had commenced to practise: 


Adcroft, Peter, A.C.A., a1957; 99 Fordway Avenue, Layton, 
Blackpool. 


Baker, Terence, А.С.А., а1956; Swindells & Gentry, ‘New 
Olives’, High Street, Uckfield, Sussex. 

Brooks, Brian John, A.C.A., 41960; Jomes & Cowper, 
5 Station Road, Reading, and at Newbury. 

Burnett-Hurst, Clive Robert, A.C.A., dios: ‘Oak Leigh’, 
Whalley, near Blackburn. 


Callis, Sidney, B.sC.(ECON.), A.C.A., а1958; S. Callis & Co, 
235 Sussex Gardens, London Wa. 

Cline, Philip, B.A.(ECON.), А.С.А., 21959; 67 High Street, 
Ferndale, Glam. 

Cropper, Frank, А.С.А., a1960; 18 Somerset Road, Droyls- 
den, Manchester. 

Curran, John Bertram, A.C.A., 21955; *Turquand, Youngs 
& Co, Hong Kong Bank Chambers (P.O. Box 384), 
Singapore r, and at Bangkok, Djakarta, Ipoh, Kuala 
Lumpur, Kuching and Penang. 


Dervin, Kenneth George, A.C.A., 41959; K. G. Dervin & Co, 
52 Rose Avenue, Irlam, Lancs. 

Dudley, Peter, A.C.A., а1956; *Charles Harrison & Son, 
Central Chambers, Unicorn Hill, Redditch. 


Fisher, Walter Moss Barnett, A.C.A., 21955; 15 Seymour 
Road, Finchley, London N3. 


Gillett, Hugh John, a.c.a., aS1957; Henry Yates & Co, 
9 Theatre Street, Preston. 

Goodman, John Valentine, A.C.A., 21958; Selbey, Smith & 
Earle, 6 Bedford Row, London WCx. 

Goodrum, Ian William, A.C.A., 21959; Johnson, Murkett & 
Hurst, Rawdon House, Rawdon Terrace, Ashby de. la 
Zouch, and at Burton-on-Trent and Leicester. 

Gray, Frank Henry, A.C.A., 01959; F. H. Gray & Со, 
75 Apera Gardens, Potters Bar, Middlesex, and at 
London 


Higgs, George William, Е.С.А., 251 933; Crew, Turnbull & 
Co, Town Hall Chambers, Dunstable. 

Hunt, David Edward, M.A., А.С.А., 21956; R. Н, March, 
Son & Co, Baltic House, Mount Stuart Square, Cardiff, 
and at Dartford, London and Newport, Mon. 


McDonald, Tom, B.coM., A.C.A., а1953; J. C. Kirk & 
Son, Norwich Union Building, ‘City Square, Leeds 1. 
Matthewman, John Stuart, A.C.A., 21957; Kenneth Hayes & 

Co, Lombard House, Great Charles Street, Birmingham 3. 
Mattison, John, a.c.a., 41957; William E. Little & Co, x1 
Hatherley Road, Sidcup, Kent, and at Ross-on-Wye. 


Nicholson, William, F.c.a., 491949; Henry Yates & Co, 
9 Theatre Street, Preston. 

Nutt, Kenneth Richard, A.C.A., 251953; Whitehouse, 
Hopkinson & Co, 7 Parson Street, Dudley, Worcs, and at 
Aldridge and Walsall. 


Pantall, Geoffrey, A.C.A., a1959; Rothman, Martin & Co, 
1 Jewry Street, and rra Southgate Street, Winchester, 
and at Alresford, Southampton and Whitchurch. 

Price, Philip John, A.C.A., 2981959; Butterworth Jones & Co, 
53 Maiden Street, Weymouth, and at Portland. 


Read, Richard Michael Hodgson, B.sc.(ENG.), A.C.A., a1961; 
R. H. March, Son & Co, 7 Union Court, Old Broad 
Street, London ЕС2, and at Cardiff, Dartford and 
Newport, Mon. 

Relph, David Ernest Frederick, A.C.A., a1959; 'Thornton, 
Harper & Relph, 15 Cross Street, Preston. 
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Rose, Gordon Stanley, A.C.A., 41955; tKidsons, Taylor & 
Co, 1 Booth Street, Manchester 2, and at London. 


§Sheldon, Jack Cecil, A.S.A.A., а1961; 23 Chandos Avenue, 
Southgate, London №14. 

Silverman, Sidney Carl, А.С.А., a1961; 273 Blackley New A 
Road, Manchester 9. 

Spencer, Philip, F.C.A., 41950; 498 Vale Road, Rhyl, 
North Wales. 

Spieler, Anthony, А.С.А., 41960; бо Avondale Road, 
Southport. 

Stone, Brian John, А.С.А., 21957; 1 Tunstall Court, 
Hatherley Road, Kew Gardens, Richmond, Surrey. 


Taylor, (Mrs) Mary Olive, F.C.A., а1950; Taylor & Co, 138 
Longmore Road, Shirley, Solihull, Warwicks. 

Turl, Geoffrey, A.C.A., a1960; *Barnes, Тип & Co, 4 Grange 
Drive, Bridgwater, "Somerset. 


Waddington, Brian, A.C.A., 41958; John C. Dawson & Со, 
'The Red House, Duncombe Place, York. 

Waters, Geoffrey, Е.С.А., 210949; Geoffrey Waters & Co, 
3 Library Place, St Helier, Jersey, C.I. 

Winder, John Lindsay, a.c.a., a1959; J. L. Winder & Co, 
40 Cavendish Street, Barrow-in-Furness. 


Wolverson, Maurice Frank, A.C.A., 21959; Barnfield & Со, _, 


151 Lichfield Street, Walsall. 


Admissions to Membership under the Scheme of 
Integration 

The Council acceded to one application for admission 

to membership of the Institute under clause 5 of the 


- scheme of integration referred to in clause 34 of the 


supplemental Royal Charter. 


Re-admission to Membership 


Subject to payment of the amounts required by the 
Council, one former member of the Institute was 
re-admitted to membership under clause 23 of the 
supplemental Royal Charter, and one former member 
under bye-law 38. Three applications under clause 23 
were refused. 


Changes of Name 


The Secretary reported that the following changes of n 
name have been made in the Institute's records: 


Joannou, Vassilios, to Ioannou, Vassilios. 

Mohamed, Sayed Hashim Sayed, to Swage, Sayed Hashim. 
Smith, Geoffrey Rae, to Rae Smith, Geoffrey. 

Thompson, Griffith Moore, to Moore Thompson, Griffith. 
Williams, Thomas Sarl, to Sarl-Williams, Thomas. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Harold Bird, ғ.с.л., East Grinstead. 
» John Neville Coxon, F.c.a., Birmingham. 
» Hubert William Crutch, F.c.a., Purley. 
, Stanley Neville Davis, Е.С.А., Dorking. 
» Percy Robert Fowler, F.c.a., Manchester. 
» David Reginald Grassan, A.C.A., London. 
» William Percy Grimwood, F.c.A., London. 
» Hugh Hart, Р.С.А., Pembroke, Ontario. 
5 Charles William J ackson, Е.С.А., Guiseley. 
» William Joseph Kenny, Е.С.А., London. 
» John Walford Lussignea, F.C.A., London. 
n George Henry Middleton, F.c.a., Newcastle upon 


'Tyne. 
» Harold Sirett Mitchell, r.c.4., Halifax. 
» John Henry Priestley, F.c.a., Folkestone. 
» Roger Cecil Procter, M.B.E., Е.С.А., Woking. š. 
» joseph Sandiford, F.C.A., Bolton. 
» Francis Merchant Warr, F.S.A.A., Bexhill-on-Sea. 
» Peter Lester Baird Charlton Young, Е.С.А., London. 
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PRESENTATION OF PRIZES 


Following the meeting of the Council on April 4th, 
the President formally presented prizes and certificates 
À of merit to the successful candidates in the November 

examinations who were able to attend. Relatives and 
friends of prizewinners were invited to the ceremony, 
which was held in the Oak Hall at Moorgate Place 
and was followed by tea. 

In the course of his address Mr Granger said: 

Ladies and gentlemen, On behalf of the Council and 
indeed of all our members it gives me very great 
pleasure to welcome the prizewinners, their parents 
and friends to this the Oak Hall of the Institute. The 
people on the platform with me are Mr Barrows, a 
past president of the Institute, the Vice-President 
Mr Carpenter, Mr Densem, Chairman of the Examina- 
tion Committee, and Mr Allen an Under-Secretary. 

То obtain a prize in the Institute's examinations is 
something in which the prizewinners themselves and 
also their families can take great pride and it certainly 

æ- means that the prizewinners have made a first-class 

start to their careers. T'o those who have passed their 
Final I extend my heartiest congratulations and two 
words of advice. 'T'he first is to remember that you have 
joined or are joining a professional body which has a 
very high reputation for skill and integrity. See that 


you do what you can to advance that reputation. The 
second is — do not be in too much of a hurry to make 
up your minds as to whether you are going into industry 
or whether you will stay on the practising side of the 
profession. Unless you are quite clear what you want 
to do and how you want to do it, a further year or two 
on the practising side can to my idea of things be 
advantageous. However, all this is up to you. 

'To the Intermediate prizewinners I have not a lot to 
say. You have obviously begun well and worked hard 
and now you have the reward. Keep up the good work 
and I have no doubt that in due course you will have 
my successor addressing you at a function like this. 

Finally, I think all the prizewinners should have 
their parents in mind. In this world few succeed 
entirely on their own so remember and be thankful 
for the fact that while you were working, your father 
was probably quite worried about you and your mother 
was not only seeing that you were properly fed but 
was possibly even more worried than father. 

It gives me much pleasure to present the prizes and I 
may say that the fact that a Nottingham man has taken 
first place in the Final has nothing to do with the 
fact that a Nottingham man happens to be President. 
He did it on his own. 


FINDING AND DECISION OF THE APPEAL COMMITTEE 


Finding and Decision of the Appeal Committee of the Council of the Institute appointed pursuant to 
bye-law 108 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 
hearing held on March 16th, 1962. 


'The Appeal Committee heard an appeal against the 


Finding and Decision of the Disciplinary Committee of 
the Council of the Institute upon a formal complaint 


preferred by the Investigation Committee of the Coun- 


cil to the Disciplinary Committee that William Henry 


Blount, F.C.A., was by an Order dated June 23rd, 1967, 
_ * adjudicated bankrupt, so as to render himself liable to 


exclusion or suspension from membership of the 


Institute. Тће Committee affirmed the Finding of the 
Disciplinary Committee that the formal complaint 
against William Henry Blount, Е.С.А., had been 
proved and the Committeee also affirmed the Decision 
of the Disciplinary Committee that William Henry 
Blount, Е.С.А., of т The Towers, Grand Avenue, 
Worthing, Sussex, be excluded from membership of 
the Institute. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting and Business Fluctuations; by D. D. Ray. 
Gainesville, Florida. 1960. (University of Florida Press, 
58s 6d.) 

Accounting Manual for preparing balance sheets and 
income statements. (Standard Oil Company). New 
Jersey. From c. 1954. (Loose-leaf.) 

Accounting Systems for the small and medium-sized 
business; by C. D. Whiteside. Englewood-Cliffs, N.J. 
1961. (Prentice-Hall, 120s.) 

Accounts Manual. (British Overseas Airways Corporation.) 
(Loose-leaf. 1961.) 

De Boekhouding eener Hypotheekbank; by J. Hagers. 
Gravenhage. 1913. (Pottiez, 7s 2d.) 

Business Economics and Statistics; by A. J. Merrett & 
G. Bannock. 1962. (Hutchison, 42s.) 

Canadian Master Tax Guide... (C.C.H. Canadian): 
E edition. Ontario. 1962. (C.C.H. Canadian, 
405. 

"Contributions of Four Accounting Pioneers: Kohler, 
Littleton, May, Paton: digest of periodical writings; by 
J. D. Edwards & R. F. Salmonson. East Lansing, U.S.A. 
1961. (Michigan State University, presented by The 
Accountant.) 


Cost Reduction Guide for manufacturing management; by 
Н. С. Morse & Е. E. Wyatt. Chicago. 1961. (Wyatt & 
Morse, 1475.) 

Death Duty Mitigation; by H. D. Argent. 1962. (Business 
Publications, 35s.) 

Efficiency Comparisons within Large Organizations: with 
an analysis of efficiency and the factors affecting it.... 
(British Institute of Management) 1962. (B.LM., 
27s 6d.) 

The Evaluation of Common Stocks; by A. Bernhard. 
New York. 1959. (Simon & Schuster, 36s 6d.) 

Farm Planning and Management; by C. H. Blagburn. 1961. 
(Longmans, 45s.) 

Ghana and Sierra Leone: the development of their laws and 
constitutions; by Т. О. Elias. 1962. (Stevens, 705.) 

Hire-Purchase Credit and Finance; by У. R. Fox-Smith. 
1962. (Stevens, 555.) 

Jersey: Income Тах Legislation. (Bigwoods.) Jersey. From 
1961. (Loose-leaf.) 

The Just Wage; by M. Fogarty. 1961. (Geoffrey Chapman, 


305. 

Legal Problems of the Common Market and European 
Free Trade Area: a course of lectures. (Law Society.) 
1962. (Law Society, 75 ба.) 
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Lexique U.E.C. Lexicon...accounting dictionary. . 
(Union Européenne des Experts Comptables, Econo- 
= et Financiers). Diisseldorf. 1961. (U.E.E.C.E.F., 
1155 

Management Games: a new technique for executive 
development; by J. M. Kibbee, C. J. Craft & B. Nanus. 
New York. 1961. (Reinhold, 50s.) 

Mine Accounts and Mining Book-keeping ... ; by J. G. 
Lawn: seventh edition. 1911. (Pottiez, 105 та.) 

Newnes Dictionary of Dates; by R. Collison. 1962. (Newnes, 


355.) 
Partnership and Company Law; by R. R. Pennington. 1962. 
(Butterworths, 455.) 

Practical Financial Statement Analysis; by R. A. Foulke: 
fifth edition. New York. 1961. (McGraw-Hill, 695 ба.) 
А Study of Management Services by Certified Public 
Accountants; by J. E. Redfield. Austin, Texas. 1961. 

(University of Texas, 375 6d.) 
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Taxation in Canada; by J. H. Perry: third edition. Toronto. 


1961. (University of Toronto Press, 100s.) 

*Underhill’s law relating to Trusts and Trustees; by Sir A. 
Underhill: eleventh edition. by C. M. White and M. M. 
Wells. 1959. Second supplement 1961. (Butterworth, 
12s 6d.) $ 

UK, Commonwealth and Common Market; by J. E. 
Meade. 1962. (Institute of Economic Affairs, 5s 6d.) 

Use and Abuse of Statistics; by W. J. Reichmann. 1961. 
(Methuen, 22s 6d.) 

‘Who Makes That?’: a guide to the makers of about 4,000 
branded products and processes; by D. W. A. Gregg. 
Cheltenham. (1962.) (Gregg, 10s 6d.) 


*This book has been presented to all District Society 
Libraries under the grant of books scheme. 





CHARTERED ACCOUNTANTS' 
GOLFING SOCIETY 


Presentation to Mr D. V. House 


Mr Donald V. House, who has resigned from the 
secretaryship of the Chartered Accountants’ Golfing 
Society after over thirty years in that office, was the 
guest of honour of the Society at a dinner in the Hall of 
the Haberdashers’ Company, London, on April 6th. 

'The Society's President, Mr Bernard Pittman, in a 
tribute to Mr House, said his work for the Society 
went back even further than thirty years, for he had 
been assistant secretary for a long time before that. 
Mr Pittman expressed the Society's appreciation of 
Mr House's sterling service and on behalf of members 
presented him with a Paillard Bolex B8L cine-camera 
and a Eumig P.8 projector. Members gave Mr House a 
standing ovation and sang ‘For he's a jolly good fellow’. 

Replying, Mr House expressed thanks to those who 
had helped him in his job as secretary, mentioning 
particularly his former private secretary, Mrs Taylor; 
Mr Charles Emmerson, his first assistant secretary; 
the President; and Mr L. R. Elcombe and Mr L. E. 
Parsons, Vice-Presidents. In conclusion, he expressed 
his good wishes to the secretary-elect, Mr E. H. Head. 





Mr House writes: I should be grateful if you would 
allow me the courtesy of your columns in order to , 
thank all those friends in the Society whose generosity 
provided the magnificent present which was given 
to me at the dinner on Friday last. I am most grateful 
and the cine-camera and projector will always remind 
me of the happiest job which I have ever undertaken. 





Presentation of the сше- 
camera to Mr House (left) by 
the Society’s President, Mr 
Bernard Pittman. 


Mr House with officers of 
the Golfing Society. Left to 
right: Mr Bernard Pittman, 
President; Mr A. W. Coleman, 
Chairman; Mr House; and 
Mr L. R. Elcombe, a Vice- 
President. 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Annual Meeting 


'The annual meeting of 'The Institute of Chartered 
Accountants in England and Wales will be held in the 
Hall of the Chartered Insurance Institute, 20 Alder- 
manbury, London EC2, on Thursday, May 3rd, at 
2 p.m. It will be followed by a special meeting for the 
purpose of amending one of the bye-laws. 


Luncheon Party 


'The President of the Institute, Mr Paul F. Granger, 
F.C.A., and the Vice-President, Mr Percy F. Carpenter, 
Е.С.А., gave a luncheon party on April 6th, at the 
Dorchester Hotel. The guests were: | 

Mr Edward Heath, м.р., The Earl of Cromer, Sir Edmund 
Compton, Sir Henry Jones, Sir Milner Holland, Q.c., Mr 
Gordon Richardson, Sir Thomas Robson, Sir Richard 
Yeabsley, Mr J. Godfrey and Mr Alan S. Maclver. 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


The annual general meeting of The Chartered Account- 
ants’ Benevolent Association will follow the annual 
meeting of the Institute referred to above. 


PROFESSIONAL NOTICES 


Messrs BLACK, GEOGHEGAN & "Тил, Chartered 
Accountants, of 54 Old Broad Street, London EC2, 
.and 1o Lefebvre Street, Guernsey, announce that they 
have admitted into partnership Mr H. HALE CROSSE, 
A.C.A., who has been a member of their London staff 
for a number of years. They also announce that Mr 
В.А. DE PUTRON, А.С.А., and Mr С. S. MOLLETT, A.C.A., 
who have for many years served on the Guernsey 
staff, have been admitted as partners in their Guernsey 
· practice. 

Messrs CARNABY HARROWER, ВАВНАМ & Со, 
Messrs GEORGE РуКЕТТ and Messrs WILKINSON, 
CHATER & Co, Chartered Accountants, all of London, 
announce that they have amalgamated their practices 
as from April 6th, 1962. The combined practices are 
being carried on from 28 Queen Street, London ЕСА, 
under the firm name of CARNABY HARROWER, BARHAM & 
Pyxetr. Accommodation has been retained for the use 
of the retiring partners, Mr GEORGE PYKETT, M.C., 
Е.С.А., and Mr H. A. KINNEY, Е.С.А., and they will be 
available through the practice address. The partners 
of the new firm are Mr A. M. HENDRY, T.D., F.C.A., 
Mr P. L. Мепр, T.D., Е.С.А., Mr J. S. Н. VINE, D.S.C., 
Е.С.А., Мг W. E. WEBBER, F.C.A., Mr M. A. P. Gay, 
F.c.A., Mr M. F. PICKETT, A.C.A., and Mr J. H. Pizzey, 
A.C.A., with Mr GEORGE РУКЕТТ as consultant. 

Messrs W. С. Hawson, WiNG & Co, Chartered 
Accountants, of Hartshead Chambers, Sheffield 1, 
announce that Mr P. D. Миле, A.C.A., and Mr В. N. 
Frost, A.C.A., who have been members of their staff 
for a number of years, have joined the firm as partners. 


Messrs JAMES, Epwarps & Co, Chartered Account- 
ants, of Salisbury House, London Wall, London EC2, 
regret to announce the death of their former senior 
partner Mr HAROLD GARTON ASH, O.B.E., M.C., F.C.A., 
on April 7th, 1962. [An obituary notice appears on 
the following page of this issue]. 

Mzssns MARTIN, FARLow & Co, Chartered Account- 
ants, of 27 Finsbury Square, London EC2, announce 
that they have taken into partnership Mr Mervyn H. 
BRADBURY, Е.С.А., and Mr EDGAR А. HASLAM, F.C.A., 
and that Mr W. G. STRACHAN, Е.С.А., who has been a 
partner with the firm for many years, has retired but 
will continue to be available in a consultative capacity. 


Messrs МАХТОМЕ GRAHAM & SIME, Chartered 
Accountants, of 54 Old Broad Street, London EC2, 
and of Edinburgh, announce that Mr H. HALE CROSSE, 
A.C.A., has been admitted as a partner in their London 
practice. 

Messrs HERBERT PEPPER & RUDLAND, Chartered 
Accountants, of Walsall and Aldridge, announce that 
they have taken into partnership Mr CLIFFORD EDWARD 
HUBBOLD, A.C.A., who served his articles with the firm 
and has since been a senior member of the staff. 


Messrs Harry L. Price & Co, Chartered Account- 
ants, 47 Mosley Street, Manchester 2, announce that 
Mr ARTHUR TYLDESLEY EAVES, Е.С.А., their senior 
partner, who has been with the firm for fifty years, 
retired as a partner on March 31st, 1962. He is being 
retained by the continuing partners as consultant, and 
will also remain in office in respect of the various trust 
matters in his name. 


Messrs SHEARS & GILBEY, Chartered Accountants, 
of 27 Gloucester Place, London Wr, announce that as 
from April 2nd, 1962, Mr ALAN GILBEY, A.C.A., Was 
admitted a partner in the firm. Тће style of the firm 
remains unchanged. 


Messrs А. & C. Surrey & Co, Chartered Accountants, 
of Portland House, 73 Basinghall Street, London EC2, 
announce that as from April rst, 1962, they have 
admitted Mr Сервіс J. HODGSON, A.C.A., as a partner. 
The style of the firm remains unchanged. 


Messrs W. Т. WALTON & Son, Вази, L. DENTON & 
Co and W. T. WALTON, Son & RowLAND, Chartered 
Accountants, of West Hartlepool, Stockton-on-Tees, 
London and Liverpool, announce with regret the 
retirement as at March 31st, 1962, of their senior partner 
Mr Rosert HENRY STAFFORD, F.C.A., after fifty-two 
years! service with them. As from April rst, 1962, Mr 
W. I. В. ALDERSON, А.С.А. (West Hartlepool), Mr P. W. 
ВАВЕООТ, А.С.А. (London), and Mr J. НАХ, А.С.А. 
(Liverpool), who have been members of their staffs 
for some years, have been admitted into partnership. 


Appointments 
Mr J. F. Body, F.c.a., has been appointed chairman 
of De Jong Machinefabriek N.V. 


Mr D. A. Day, A.C.A., has been appointed assistant 
secretary of Rickett, Cockerell & Co Ltd. 
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Mr S. W. Fewster, F.C.A., has been appointed ап 
additional director of Joseph May & Sons (Leeds) Ltd. 


Mr W. R. C. Halpin, в.А., Е.С.А., has joined the 
borad of Executive Appointments Ltd as a consultant. 


Mr Charles E. M. Hardie, O.B.E., F.c.A., has been 
appointed a director of Bowmaker Ltd. 


Mr W. G. Howes, F.c.w.a., has been appointed 
production director of Sexton, Son & Everard Ltd. 


Mr J. F. Nash, F.c.a., has been appointed a director 
of New Finance (Peterborough) Ltd. 


Mr T. A. Nicol, r.c.A., has been appointed a director 
of Swan Hunter & Wigham Richardson Ltd. 


Mr L. H. Owen, Е.С.А., has been appointed financial 
consultant to Ernest Scragg & Sons Ltd and sub- 
sidiary companies. 

Mr D. А. С. W. Parker, O.B.E., T.D., C.A., has been 
appointed a director of Copthall Holdings (Dalgety) 
Co Ltd. 


OBITUARY 


Harold Garton Ash, O.B.E.(Mil.), M.C., F.C.A. 

It is with regret that we record the death at the age of 
77 at his home in Harpenden, Herts, on April 7th, 
of Mr Harold Garton Ash, 0.B.E.(MIL.), M.C., F.C.A., 
a Past-President of The Institute of Chartered 
Accountants in England and Wales. 

Senior partner in the firm of James Edwards & Co, 
Chartered Accountants, of London, until his retirement 
in June 1959, Mr Garton Ash was articled in 1901 to 
the late Mr J. H. Duncan, of Duncan & Co, of London, 
being admitted an Associate of the Institute in 1906. 
He commenced to practise on his own account in 
1912. After service in the First World War in France, 
Salonika and Palestine, for which he was awarded the 
O.B.E.(MIL.), and Military Cross and bar, he returned to 
practice and was elected to fellowship of the Institute 
in 1919. He amalgamated his own practice with that of 
James Edwards & Co in 1933. 

Elected a member of the Council of the Institute in 
1938, he subsequently served on many of its com- 
mittees: the Applications Committee (1938-46); 
Investigation Committee (1942-49) and again from 
1951-58, serving as Vice-Chairman for nearly six 
years; Planning Committee on its formation in 1945 
until its dissolution in 1951; General Purposes Com- 
mittee (1946-58), being Vice-Chairman in 1948-49 
and Chairman in 1951-54; and the Summer Course 
Committee (1949-51). Mr Garton Ash was also a 
member of the Joint Parliamentary Committee of the 
Accountancy Profession. In 1952, he served as Chair- 
man of the Council of the Sixth International Congress 
on Accounting in London. 

Apart from his active interests in Institute affairs, 
Mr Garton Ash was a member of the Council of the 
Lawn Tennis Association, and latterly served as 
honorary treasurer. He was also a freeman of the City 
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of London and a member of the Worshipful Company 
of Wheelwrights. 

A memorial service will be held in London on 
April 17th at 11.30 a.m. at St Lawrence Jewry, near 
Guildhall. 


CONFERENCE OF UNIVERSITY 
APPOINTMENTS OFFICERS 

About thirty officers of university appointments boards 
accepted an invitation of The Institute of Chartered 
Accountants in England and Wales to a one-day con- 
ference at Moorgate Place on March 29th – the second 
occasion on which a meeting of this kind has been 
arranged. Morning and afternoon discussions were 
held at which leading members in practice, commerce 
and industry emphasized the desire of the Institute to 
increase its recruitment of graduates. 

Careers advisers at the universities are, for the most 
part, well acquainted with the basic regulations of the 





Some conference delegates. Left to right: Mr Е. A. Ovens 
(Sheffield), Mr E. H. K. Dibden (London), Mrs G. Baker 
(Institute Information Officer, Dr Elsie M. Briggs (Bristol), 
Mr H. B. Putt (Wales), and Mr H. D. Thomas (Wales). 


Institute and with the scope of the opportunities after 
qualification. 'l'heir main interest was in the arrange- 
ments made by individual firms to assist training and in 
the financial and other conditions of articled service. 
From their special knowledge they were able to con- 
tribute much valuable information and opinion on the 
academic and social background of those graduates 
who at present consider entry into articles. 'l'hey also 
suggested ways in which the Institute might widen the 
field of potential recruits. 
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DOUBLE TAXATION: 
UNITED KINGDOM AND MALTA 


The Double Taxation Agreement between the United 
к. Kingdom and Malta was published last week as а 
Schedule to an Order in Council numbered 5.1. 1962, 
Мо. 639. 
LOCAL LOANS FUND 
Reductions in Interest Rates 


It has been announced by the Treasury that as from 
April 7th, 1962, the rates of interest charged on loans 
advanced by the Public Works Loan.Board from the 
Local Loans Fund to local authorities will be as 


follows: Per Cent 
Loans for not more than five years 6i (63) 
Loans for more than five years but not 
more than fifteen years .. 62 (69 
` Loans for more than fifteen years but not 
more than thirty years .. 6i (62) 
Loans for more than thirty years . 62 (62) 


The current rates of interest are him in brackets; 
«езе have been in force since November ти, 1961. 
'The rates of interest on existing loans аге unaffected. 


ASSISTANT OFFICIAL RECEIVER 
APPOINTMENT 


The Board of Trade announce that Mr Stanley 
Pollard has been appointed an Assistant Official 
Receiver for the Bankruptcy Districts of the County 
Courts of Aylesbury, Banbury, Brentford, Chelmsford, 
Edmonton, Hertford, Newbury, Oxford, Reading, 
St Albans and Southend. The appointment took effect 
on March 19th, 1962. . 


TAX RELIEFS FOR EXPENSES 


The Income Tax Payers’ Society, has published for 
members only a new booklet entitled Income Tax and 
` Your Expense Account. 

+ Written by P. J. Naish, it explains the tax position 
of business expenses incurred by employees taxed under 
Schedule E. It describes the differences in treatment 
under present tax law of expenses of employees and 
those of self-employed taxpayers. 


DIRECTORY OF UNIT TRUSTS 


The 1962 Directory of Unit Trusts issued by the 
Association of Unit 'lrust Managers now on sale 
contains general information about unit trusts, the 
names and addresses of members of the Association 
together with details (including a portfolio description) 
of the trusts which they manage, and a description of 
the aims of the Association. 

In particular, the booklet summarizes what a unit 
trust is and how it operates; describes the savings 
schemes run in conjunction with the trusts managed 
by members; explains how units-may be bought and 
sold and outlines the income tax position of unit 

* holders. There is also a short historical sketch of the 
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growth of unit trusts in the United Kingdom, the 
sales and repurchases of units in each month of 1960 
and 1961 and high and low prices quoted in 196r. 
Copies of the Directory are obtainable from the 
secretary. of the Association, 306-308 Salisbury House, 
Finsbury Circus, London ЕСг, price 2s 6d post free. 


BELFAST SOCIETY 
OF CHARTERED ACCOUNTANTS 
Annual Meeting 


'The annual report of the Belfast Society of Chartered 
Accountants presented at the Society's annual meeting 
on March 26th records a total membership of 832, 
being an increase during the year of thirty-three mem- 
bers. Of these, 181 were members in practice, 309 not 
in practice, and 342 students. 

À number of lecture meetings were held and eminent 
guest speakers included the Rt Hon. J. L. O. Andrews, 
M.P., Minister of Commerce for Northern Ireland. 
А successful week-end residential course was held at 
Portstewart, when some seventy members were present. 
Social functions included the annual dinner and dance 
and the annual golf meeting. 

"The Industrial and Administrative Group passed 
another successful year and increased its membership 
by nineteen; membership of the Students! Group also 
increased and there were improved attendances at the 
alternating luncheon and tea lecture meetings. 

Addressing the annual meeting, Mr D. H. Templeton, 
Е.С.А., Chairman of the Society, referred to the period 
of change through which the profession is passing. 
New techniques in auditing, the introduction of 
management accounting and the development of cost- 
ing techniques and mechanized accounting had meant 
increased demands for chartered accountants both in 
practice and commerce. “It is becoming increasingly 
difficult’, he said, ‘to obtain properly qualified staff in 
the profession and this shortage was accentuated by 
newly-qualified chartered accountants rushing into 
industry immediately.’ This in his opinion was quite 
wrong; young chartered accountants should be en- 
couraged «о stay at least two years,in a practising 
accountant’s office after qualification. This post- 
graduate training, he declared, was invaluable to the 
young men and helped to raise the standard of account- 
ancy work not only in the profession, but also in 
industry and commerce. 

'The following were elected to office for the ensuing 

ear: 
» Chairman: Mr B. А. Courtney, M.COM.SC., F.C.A. 

Vice-Chairman: Mr Е. W. McDowell, Е,С,А. 

Hon. Secretary: Mr D. M. Foster, ¥.c.a., Imperial 
Buildings, 72 High Street, Belfast 1. 

Treasurer: Mr М. G. White, F.c.a. 

Committee: Messrs А. М. Lovesy, F.C.4.; K. Е. 
Mackerell, ғ.с.л., Т. Donnelly. aca; J. 
Montgomery, F.C.A. 

Hon. Auditor: Mr N. W. Allen, F.C.A. 

А vote of thanks to the outgoing chairman was s pro- 

posed by Mr A. N. Lovesy, F.C.A. 
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ANNOTATED TAX CASES 
Part 9 of Volume XL of the Annotated Tax Cases, 
edited by Mr Peter Rees, of the Inner Temple, 
Barrister-at-law, is published today and contains 
reports with notes on the judgments of the following 
cases: Rennell v. C.I.R. (Ch.D.); Butter v. Bennett 
(Ch.D.); In re Courtauld's Settlement (C.A.); Aus- 
tralian Mutual Provident Society Ltd v. New Zealand 
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Inland Revenue Commissioner (P.C.); C.I.R. v. Ridge 
Nominees Ltd (C.A.); Hong Kong Commissioner of 
Inland Revenue v. Four Seas Co Ltd (P.C.); C.I.R. v. 
Нету & Constable (Brewers) Ltd (C.A.); In те Roberts’ - 
Settlement Trusts (Ch.D.). А 
The annual subscription to the Annotated Tax 
Cases is 50s post free; the publishers are Gee & Co 
(Publishers) Limited, 151 Strand, London WC2. 


LONDON STUDENTS’ COLUMN 


. News from the London Chartered Accountant Students’ Committee 


Cambridge Residential Course 


This four-day course, designed primarily for members 
in pre-Intermediate stage, was well over-subscribed. 
'This testifies to its popularity due to its contribution in 
the wider aspects of professional education. The 
course started in Cambridge on Thursday of this weck. 
There are seventeen discussion groups in college for 
the 292 students taking part in the course and the 
general meetings are being held in the large lecture 
theatre of the Zoology Department of the University. 


Magazine 


The magazine of the Society will be called Contra. 
'The first issue was published in the first week of this 
month. Comments and literary contributions will be 
welcome. Readers should direct their inquiries to the 
Editor. 


London Students’ Diary 
Arrangements are being made for the issue of diaries 


for the year 1963. Too optimistic a forecast for the 1962 . 


diaries has left the Society with an unsold surplus. 
Copies are therefore being issued free to new 
members. 


Union of Chartered Accountant 
Students’ Societies 


'he detailed record of the conference of students' 
societies held last December is now available and 
may be seen at the library. 


Society's Year 


The practice of preparing the Society’ s annual report 
and accounts to December 31st has given rise to many 
difficulties and it has been suggested that the date 
should be changed to April 3oth. 'T'his will enable the 
committee's report and accounts to cover a full year 
of the Society's activities instead of the two halves of 
different years under the present method. 








ASSURANCE : 





Annual General Meeting 


'The alteration in the date of accounts will have to be 
passed at the next annual general meeting, due to be 
held on Monday, April 3oth, at 5.30 p.m., in the Char- 
tered Insurance Hall. Members should not miss this 
opportunity of expressing their views on the affairs 
of their Society. Notice of the meeting, together with ` 
the annual report and accounts, will be sent to the 


members in the near future. 


1962 Budget 


The estimate of income and expenditure for 1962 
showed a substantial deficit. In order to reduce the 
debit balance the committee have decided to increase 
the charge for the Oxford Week-end Course and to 
reduce the provision for sports by 36 per cent. This 
has involved the cancellation of some fixtures with 
distant student societies. It still leaves a considerable 
estimated deficit, a large part of which is the cost of 
the experimental first issue of the magazine. 


Mr J. Woolgar 
On doctor's orders, Mr J. Woolgar has, unfortunately, 


had to give up his articles. His active membership of —— 


the committee will be missed, though he was only 
elected at the last annual general meeting. The com- 
mittee decided not to fill the vacancy in view of the 
near approach of the next annual general meeting. 


Practical Aspect Lectures 


The annual series of ‘Practical aspect’ lectures held 
by the Society commences next week from April 16th- 
19th in the Ozk Hall of the Institute. 

The lectures are designed to give students who have 
already acquired textbook knowledge an opportunity 
to hear lectures on practical aspects of the accountant’s 
work. Subjects will include “The accountant's place in 
an industrial organization’, ‘Accounting for manage- 
ment’; ‘Economic effects of taxation’ and ‘Stock 
exchange practice.’ 
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ROYAL EXCHANGE 


INCORPORATED A.D.-1720 


Accountants ate 
invited to apply for the 
Corporation’s Agency. 


Heap Orricz: ROYAL EXCHANGE, Гомром. Branches throughout the Country. 








A Á À À À 





The Recognized 
Weekly Organ for 
Chartered Accountants 
dnd Accountancy 


CONTENTS 


' Page | 
The Institute's Year - 469 | 


Standard Costs and Stock `` 
Valuation 


by H. A. V. Wilson, B.Com., 


F.C.A., A.C.W.A. 471 
Swapped Digits 
by Fred T. Neely, C.P.A. 475 


= Thinking in Figures 


PX a 


by H. C. Edey, B.Com., 
F.C.A. 477 


Profit and Loss _ 


by А Member of The Account- 
ants’ Christian Fellowship 484 


Weekly Notes 
The Association's New Presi- 
dent — Irish Budget — Sitting 
on Inflation — Publicizing 
‘Technical Co-operation - New 
Base for Production Index — 
-Higher Machine Tool Exports 
— “Dynamic Pensions* 485 


This is My Life... 
= фу Ап Industrious Accountant 487 


Finance and Commerce 
Associated Motor Cycles Ltd 
~ City Notes — Rates and 
Prices 488 


Correspondence 
The Training of Accountants 
— Football Club Transfers — 
How to Decimalize the 
Currency 491 


The Institute of Chartered 
Accountants in England and 
Wales 


Report of the Council for 


1961 493 
“ London Chartered Account- 
ants’ ‘Big Game’ 516 
Notes and Notices 517 
Holiday Crossword 


Compiled by Kenneth Trickett, 
F.C.A. . 520 


_ throughout the World 


Є | ТНЕ | 
ACCOUNTANT 


ESTABLISHED 1874 .- 
NN VOL. CXLVI. NO. 4557 


APRIL 2157, 1962 


"The Institute's Year 


ЧНЕ income of The Institute of Chartered Accountants in 
England and Wales in 1961 from all sources amounted to 
£292,270. Of this impressive sum, no less than £251,451 

was derived from members mostly by way of annual subscriptions. 
The corresponding totals for 1960 were £275,382 and £241,849. 
Expenditure in 1961 was {£280,592 as against £250,653 in the 
previous year, the largest increase being in administrative salaries 
which rose from £75,605 to £94,723. The excess of income over 
expenditure, £11,678 (as compared with £24,729 for 1960), was 
transferred to the Accumulated Fund which, at December 31st, 
1961, stood at £318,389. Although these figures certainly convey 
a comforting impression of financial stability, the Council in its 
1961 report — reproduced elsewhere in this issue — points out that 
the present resources and income of the Institute will have to be 
substantially augmented in order to deal with the long-term 
problem of accommodation and with the continuing expansion 
of its activities. 

In 1961, the membership of the Institute reached the record 
strength of 35,228, an increase of 1,351 during that year. By a 
simple and sensible amendment of certain bye-laws, a member 


‚ practising in Scotland or Northern Ireland is no longer regarded 


as being in a foreign country and may take articled clerks in the 
same way as do his colleagues in England and Wales. As a conse- 
quence of this process of envelopment, he must now, however, 
pay the 'town' instead of 'country' subscription rate. 

The number of articles of clerkship registered in 1961 was 
3,240 which. is 248 more than for the previous year. Again the 
examination results were remarkable for their consistency. During 
the past six years, the percentage of passes in the Intermediate 
examination has only varied from 46 to 49 and in 1961 it was 47. 
In the Final examination, except for 1956 when it was 42, it has 
remained within the same limits and in 1961 it was also 47. What 
might be called the final Final examination of The Society of 
Incorporated Accountants was: held in November 1961. 

The report of the Parker Committee dealing with the education 
and training of articled clerks made its appearance in May 1961 
and its three score and. ten recommendations have since been 
considered in detail by the Council and by the committees of the 
district societies. 'The Council now announces that many of the 
proposals made by the Parker Committee have been adopted in 
principle and that announcements regarding their implementation 
will be made in due course. Fundamental changes in examination 
syllabuses invariably cause awkward transitional problems and 
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the time-table and procedural steps will require 
careful advance planning. 

. In 1961, the Council made a start with the 
publication of a series of Statements on Auditing. 
The first of these dealt with general principles 
and appeared in August. The second, on the 
thorny subject of stock-in-trade and work in 
progress, was issued last month. In welcoming 
*General Principles of Auditing', we said that 
the profession should be grateful to the Council 
for restating old truths in clear outline and with 
full regard for the changes which are constantly 
taking place in an apparently changeless routine. 


The second statement had the same hall-marks as, 


the first and the others in the series are keenly 
awaited both by practitioners and by students. 


Anothér Council publication which promises to. 


be of outstanding interest are the notes entitled, 
“Terms Used in Published Accounts of Limited 
Companies’, which will be distributed next 
month. 

For some time now, the Council has been 
concerned with the difficulties which the small 
practitioner, particularly in the provinces, has to 
contend with against unfair and unqualified com- 
petition, and in an attempt first to assess the size 
of the problem and, secondly, to formulate 
appropriate remedies, a questionnaire was circu- 
lated to all district societies in October of last 
year. The information obtained from this exer- 
cise is now being examined in committees and 
will thereafter be considered. It is evident from 
the letters which appear in our correspondence 
columns at intervals that a genuine grievance 
exists and effective action by the Council would 
be a stimulus not only to the Institute members 
concerned but to the whole profession. Another 
matter on the boil is the report of the Technical 
Activities Committee which was appointed in 


1959 to review ‘the whole question of the Insti- ' 


tute’s activities in the technical field’, This 
document is now in the hands of the Council for 
consideration. 

During the year, the Саша kept а watchful 
eye on Government legislation on all develop- 
ments which are the direct concern of the pro- 
fession. Although nothing was produced to equal 


in comprehensiveness the two memoranda pre-- 


pared in 1960 for the Company Law Committee 
now deliberating on the possibility of company 
law-reform (although in point of time the second 
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of these fell into 1961), the Council last year sub- 

mitted evidence to the Robbins Committee on 

Higher Education (in August) and to THE- 
CHANCELLOR OF THE EXCHEQUER (in May) on the # 
1961 Finance Bill. The Council also assisted the 

Stock Exchange in drafting amendments to its 

rules relating to the balance sheets of brokers and 

jobbers; on ex dividend and ex rights procedure, 

and on the transfer of securities. As all who under- 

take such work well know, behind a laconic 

reference of a few lines in the annual report may ` 
lie a mass of intricate and responsible work and 

the services performed by Council and committee 

members in these directions cannot be too often 

or too highly commended. 

The success of the Institute's summer courses 
is strikingly demonstrated by the fact that where- ^" 
as Christ Church, Oxford, comfortably housed 
the first pioneers of 1947, now four colleges (two 
each in Oxford and Cambridge) will be required 
for the 1962 migrations. We look forward to the 
day when an entire university will be given over 
each time to accommodate members wishing to 
participate in thesé delightful occasions. Another 
migration of even greater moment is the Eighth 
International Congress of Accountants at New 
York in September. Nearly 800 members of 
the Institute have indicated their interest in 
attending and three of their number have been ' 
invited to, give papers while others will be acting * 
in various official capacities. 

Although statistics show that the library is. 
being used more each year, the volume of activity 
still seems small in relation to the total member- 
ship and to the admirable facilities which are 
freely available. It is pleasing to note that the 
Institute, by acquiring a copy of Divina Pro- 
portione, has completed its collection of all the 
known printed works of Luca Pacioli. Another 
gap was filled by the appearance in 1961 of MR 
А. A. Garrett’s history of The’ Society of 
Incorporated Accountants. This is much more : 
than a work of piety. It records with full know- 
ledge and understanding an important phase in 
the history of accountancy and indicates what 
may be accomplished by accepting only absolute 
standards of professional endeavour. Members of 
the Institute, in reading their Council's report for 
1961 cannot but feel that their interests, and those 
of the profession at large, are being looked after 
at the same scrupulous level. 
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Standard Costs and Stock Valuation 


faced with the problem of stock valuation 

for the purpose of the annual accounts. 
On the value placed on stock and work in progress 
depends the amount of profit for the year; this 
in turn affects the taxation assessment and may 
affect the amount of dividends to be paid. More 
and more businesses are introducing standard 
costs in place of historical costs as a means of cost 
control and as a basis for the preparation of man- 
agement accounts at regular intervals through- 
out the year. The change from historical costs to 
standard costs has inevitably affected the work 
of valuing stock and the object of this article is 
to discuss the various points involved. 


| (ics year accountants in industry are 


Early Years of Standard Costs 


When a system of standard costs is introduced 
every attempt is made to value the stock for 
balance sheet purposes on a basis which is 


consistent with previous years. In the first few . 
years of the system the work of valuation is often . 


difficult; it is usually necessary to apportion the 
variances arising throughout the year between 
the standard cost of stock and the standard cost 


«Of sales. Variances frequently arise in the early 
years of a standard. cost system because reliable ` 


production standards in térms of material usage 
and operating times are not available from the 
outset of the system; the cost accountant has, 
therefore, to calculate the standard costs on 
inadequate information. In addition, to prepare 
an accurate production budget and overhead 
expenses budget requires considerable experience; 
large variances may arise simply through lack of 
this experience in budgeting. 

In view of these early difficulties, and particu- 


‚ larly for the first year-end, it is considered that all 


production variances should be taken into ac- 
count when valuing stock. This may be regarded 
as the ‘comprehensive’ method of valuing stock, 
briefly described below. 


‘Comprehensive’ Method of Valuing’ 
Stock at ‘Actual’ Cost 


Stock should first be valued at standard works 
cost (this may be at ‘direct’ or ‘variable’ ‘cost 


by H. A. V. WILSON, B.Com., F.C.A., A.C.W.A. 


when all fixed overheads are excluded; or it may 
be at ‘total’ cost which includes both variable 
and fixed overheads). The valuation should then 
be analysed over cost elements and main groups 
within each cost element. The analysis over cost 
elements should be taken as far as it is practicable. 
For example, a light engineering company might . 
analyse the cost of stock as follows: 


Cost element Main group Standard 
| cost 
£ &£ 
Materials Ferrous 1,000 
Non-ferrous 500 
Castings ,500 
Bought-out com- 
ponents 4,000 
Engines 800 
Other materials ,900 
— — 9,700 
Labour Machine shop 500 
Assembly shop 300 
Other workshops” 1,200 
: — 2,000 
Overheads Machine shop 600 
– Variable Assembly shop 450 
Other workshops ^ 4,550 
— 5,600 
Overheads Machine shop 300 
- Fixed Assembly shop 150 
(if inclu- Other workshops 2,250 
ded in 
stock 
: valuation) . 
—— 2,700 





Grand total £20,000 


—— 


The variances which have been experienced 
during the year are then examined in detail to 
determine the amount which should be applied 
to the standard value of stock. The variances 
would have been analysed throughout the year in 
order to supply foremen and managers with 
essential control information. Working back from 
the end of the year the variance is extracted on 
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enough of a main group of cost as will cover the 
amount of that group in stock. 'This is the appli- 
cation of the “first in-first out' principle to 
variances in stock valuation. 

The following example, based on the stock 
valuation as analysed in the previous paragraph, 
illustrates the adjustment which should be made 
to the standard cost of machine shop labour of 
£500. The adjustment arises from the labour 
variance which has been incurred during the 
year in the machine shop. 'This labour variance 
would have arisen from a number of causes 
such as increases in pay and loss of efficiency. In 
the example it is necessary to list figures for 
four months back from the end of the year 
before the standard cost of labour in production 
covered the standard cost of labour in stock: 

Standard cost of machine shop Labour variance 

labour in production 


£ i 
Month 12 150 15 unfavourable 
» II 140 12 53 
» 10 170 15 A 
з 9 140 18 Е 
боо бо 


о 
JO, 
X roo = 10% 


600 


Labour variance per cent == 
unfavourable. 


The: analysis of the stock valuation at standard 
-cost shows that the standard cost of machine shop 
labour in stock is £500. On this basis, the adjust- 
ment to be made to the cost of machine shop labour 
in stock to arrive at ‘actual’ cost is £500 X ro per 
cent=£50. Since the variance was unfavourable 
the {50 is therefore an addition to the cost of 
stock. 


The degree to which it is necessary to analyse 
variances and standards costs must depend. оп 
the circumstances of each business. An analysis 
of a purchase price variance might reveal that the 
bulk of the variance related to one type of material 
used in one group of products. The variance 
could then be apportioned by reference to the 
material cost of that one group of products 
instead of to all the products which are in stock. 


Treatment of Exceptional Variances’ 


So far it has been assumed that in the early 
years of standard costs, all variances which related 
to standard cost of production would be appor- 
tioned between cost of stocks and cost of sales. 
But there may be instances even in the first’ year 
when a variance, or a distinct part of it, should 
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be charged wholly to cost of sales. F or example, 
an exceptional or non-recurring item of expense 


. such as a major repair job following a breakdown, 


because it was not budgeted for, would go wholly 
to an expense variance. Such an item, if it had / 
occurred, would have been ignored in previous 


A 


years when calculating overheads for product ' 


costs; therefore, in the current year a variance 
on this item would be written off to cost of sales. 

Volume variances (under or over recovery of 
fixed and semi-fixed expenses) may also be wholly 
or partly ignored for purposes of stock valuation. 

For example, in previous years fixed and semi- 
fixed expenses may have been included in stock 
valuation on the basis of a normal level of 
production, and this basis may have been used 
to determine overhead rates under the standard 
cost system. In this évent the volume variances 


should be ignored. On the other hand, the fixed -> 


and semi-fixed expenses may have been included 
in the previous years’ stock valuations on the 
basis of the actual levels of production; to be 
consistent the volume variances should be brought 
into the calculation of the current year’s valua- 
tion. 


Modifications to ‘Comprehensive’ Method 


Once the system of standard costs is well 
established, the whole question of the treatment 
of vatiances for the purpose of stock valuation 
should be reviewed. Before making such a review, 
however, it is useful to consider modifications to ` 
the ‘comprehensive’ method of valuing stock at^». 
‘actual’ cost. 

For some companies the comprehensive method 
of valuing stock at actual costs would be im- 
practicable. The time or staff required to make 
the necessary detailed analyses of variances and 
standard cost of stock may be too much, in view 
of the time-table for finalizing the accounts and 
the volume of other work. As a result, short cuts 
have to be taken and it is advisable for the ac- 
countant to discuss these with the company’s 
auditors. He should prepare specimen сајсц- 
lations to satisfy himself, and the auditors, that 
the accuracy of the end results will not be 
materially affected. 


There are three main short cuts which are . 


used in the early years of a standard cost scheme: 


(1) Tgnore all variances below a specified amount 
or which are below a specified percentage to 
standard costs. 

If these variances have been analysed in 
. some detail in the first place, thus: restricting 
_each variance to a limited type of cost element, 


а 


E 
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then the risk in adopting this short cut is 
minimized. 

(ii) Calculate apportionments of variances over the 
whole or a very broad analysis of each cost 
element in stock; for example, the labour 
variances for all departments may be totalled 
and applied as one percentage to the standard 
cost of all labour in the stock. 

Where production passes through all 
departments this global approach may be 
reasonably accurate. There could be a serious 
inaccuracy if the bulk of the products in stock 
pass through departments with large favour- 
able variances. If this same approach is applied 
to price variances, large price variances (both 
favourable and unfavourable) will have been 
averaged out over all materials. There may 
then be considerable inaccuracy in the final 
figures of ‘actual’ cost of materials in stock. 
However, some large companies use this 
method and disregard the apparent inaccuracy. 


(iii) Where there is not time to wait for the prepara- 
tion of variance figures, use the variances 
which have been recorded up to the previous 
month and assume that the ratios of variances 


to standard costs apply also to the last month. | 


This method can be justified at the begin- 
ning of the standard cost system only when the 
time factor in completing the accounts is most 
critical. There is the risk of distorting the 
profit for the year by a grossly inaccurate stock 
valuation. In any event, once the last month's 
variances are available the adjustment to 
stock valuation should be recalculated to 
check that there was no substantial inaccuracy 
in the earlier calculation. г 


Established System of Standard Costs 


As indicated in earlier paragraphs, it takes time 
for a standard cost system to operate efficiently. 
Most companies should be able to report a 
progressive improvement each year, due largely 
to the fixing of more scientific production stan- 
dards and more accurate expense budgets. The 
result is a system of standard costs which is an 
effective instrument of cost control providing 
reliable costs of products - the main basis for 
stock valuation. The variances which are recorded 
and reported to management resulting from this 
improved system of standard costs will then have 
real significance. 

Once this position has been reached the ap- 
proach to valuing stock at ‘actual’ cost should be 
reviewed. It should no longer be necessary to 
adopt the ‘comprehensive’ method whereby all 
variances are brought into the calculation of stock 
valuation. Two methods of valuing stock seem 
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to be in current use; the first is to ignore variances 
altogether, and the second is to take into account 
only variances which are non-controllable so 
far as the company is concerned. These methods 
are considered below. 


Valuation at Standard Cost Only 


The first method, whereby stock is valued at 
standard cost without adjustment for variances, is 
straightforward. It is not necessary to analyse 
variances and standard costs and to calculate 
the apportionments of variances between cost of 
stock and cost of sales. This method should only 
be adopted if the variances are negligible as it 
cannot be used without the risk of inaccuracy. 
The policy of some companies is to revise 
standard costs at regular intervals. This can be 
quarterly, or whenever major price changes take 
place, such as an increase in the price of an 
important raw material or the granting of a pay 
award. The effect of this regular or continual 
revision of standard costs is to minimize variances 
so that standard costs always approximate to 
actual costs. This system does, however, com- 
plicate routine accounting procedures and numer- 
ous adjustments may be necessary to the costing 
records. One company, where the cost of materials 
forms the greater part of product cost, is reported 
to revise its standard material prices when major 
changes in prices occur and then to value stock 
at standard cost only. 


. Valuation at Standard Cost plus 
Non-controllable Variances 


'The second method values stock at standard cost 
with the addition of non-controllable variances 
but the exclusion of controllable variances. In this 
context, controllable variances refer to such items 
as labour efficiency, material usage, consumption 
of consumable stores and over or under recovery 
of fixed and semi-fixed expenses. These variances 
are ignored because standard costs for such 
items, being based on work study standards and 
production planning, are considered to be 
acceptable costs for the purpose of stock valua- 
tion. 

Non-controllable variances refer to prices paid, 
for materials, labour, indirect expenses and 
services. Variances arising on these items would 
be apportioned between stock and cost of sales, 
Some companies would still wish to use short- 
cut methods to make the apportionment of the 
variances. They might use methods described 
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earlier in this paper and the comments made 
then would be as valid. 

"These non-controllable variances need not be 
taken wholly into account when calculating the 
value of stock. For example, if an increase in price 
paid for materials is purely a temporary increase 
due to special circumstances, then it would be 
reasonable to exclude this from the calculation 
of the apportionment: Unfortunately, increases 
in labour costs and in many indirect expenses are 
likely to be of a permanent rather than temporary 
nature, 

However, any non-controllable variance arising 
out of special circumstances, such as a strike or a 
breakdown of equipment, should be isolated and 
excluded from the calculation for stock purposes; 
in most cases it would be excluded on the basis 
that the value of stock is not really increased by 
such an event. 


Valuation at Following Year's 
Standard Costs 


It is now proposed to consider a method of 
valuing stock which is not normally used, yet if 
found suitable, it would save a considerable 
amount of clerical work. The method is to value 
stock at the following year's standard costs and 


to regard this as the actual cost for balance sheet. 


purposes. It is claimed that this method deals 
automatically with variances arising at the end of 
the year. The new standard costs take price 
changes into account, thus the proposed method 
also obviates the need to make comparisons 
with replacement price or net realizable value. 

In order to assess whether these claims can be 
substantiated, it is necessary to examine the 
assumptions on which the following year's stan- 
dard costs might be based.. 

А. system of standard costs can only be fully 
effective if budgets and standards are finalized 
at the commencement of the year to which they 
refer. То achieve this timing, the work of prepar- 
ing budgets and standards is begun about three 
or four months before the beginning of the year 
to which they relate. The standards for prices 
of raw materials, wage rates and prices of over- 
head expenses are generally fixed at the prices 
ruling at the time of preparation. On that basis 
the following year's standard costs, so far as 
prices are concerned, would be as accurate as 
previous year's standard costs adjusted for price 
Variances. However, if increases in prices are 
probable the new standard prices would be based 

би the Higher prices. For example, there may be a 
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national increase in wage rates or contracted 
increases in the prices of materials. Depending 
upon the extent to which the standard prices . 
anticipated: these changes during the year there А 
would be a corresponding overstatement in the 
valuation of stock at the end of the previous year. 
With regard to the overhead expenses it is usual 
to calculate the standard cost rates on the basis 
of annual budgets of expenditure. These budgets 
take into account probable changes in the size 
of departments, the proposed pattern of produc- 
tion and the equipment to be used. Consequently, 
the standard cost rates may reflect a position 
which has still to be achieved rather than the 
position as it was at the end of the previous year. 
On the other hand, this may not be so and where . 
few changes are expected in the production 


‘departments the standard cost rates might, 


accurately reflect the actual costs being incurred 
at the end of the previous year. The following 
year's rates could therefore then be used for 
evaluating the current year's stocks. 

Certain conditions should apply if the valuation 
of stock at the following year's standard costs is 
to be equivalent to the actual cost. Briefly sum- 
marized they are: 


(i) Standard prices of raw materials and indirect 
expenses and standard wage rates for the 
following year should be approximately the 
same as those being paid during the build-up 
period of the stocks. 

(ii) Standard overhead rates for the following year 
should be approximately the same as those 
which could be computed for the production 
departments during the build-up period of the 
stocks. 


If these two conditions apply, and there are 
businesses where they do, then there seems to be 
every reason why, for balance sheet purposes, the 
stock should be valued at the following year's 
standard costs. The number of companies using 
this method is likely to grow. 


Conclusion 


This article has dealt with the problems of 

arriving at the ‘actual cost’ of stock where а 

system of standard costs has been installed. ~ 
Once the stock has been revalued at actual cost 

then such factors as replacement prices, net 

realizable value and obsolescence have to be taken 

into account. Though these factors are of sub- 

stance they are not related to the problems of 

standard cost and therefore have not been 

considered in this article. 


a 
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" Swapped Digits 
by FRED T. NEELY, C.P.A. 


HE recognition of place value in the use 
of its magic digits has given the Arabic 


system of notation a place of greatness 
among the achievements of the ages. Even when 
tired or careless workers copy numbers so that 
two of the digits swap places, the magic pe-sists 
and provides a clear and simple method of 
detecting the error that has resulted. 
When the letters of a word are transposed by a 
typist or a printer, the fact that these characters 
of the alphabet have swapped places is usually 


_ apparent to the reader. Letters must form an 


inflexible pattern in the spelling of a word. In 
contrast, the arrangements of Arabic digits have 
no limits to their flexibility. If two digits are 
transposed when written, the act of swapping 
has not caused a lapse in style or format which 
suggests an error has been made. Thus, if 134 is 
shown as 143, there is no apparent inaccurazy in 
the printed page. This is usually referred ta as a 
transposition. Some individuals make the rror 
frequently ; some do it seldom or never. Everyone 
encounters such errors from time to time. 

When 34 18 written as 43, the place value cf the 
Arabic system has been brought into operetion. 
The two numbers use the same digits. But because 


-of the place value of the digits, there is of course - 


an error of o. There are 99 one- and two-digit 
combinations, or if a zero or nought is p.aced 
before the one-digit numbers, it may be con- 
sidered that there are 99 two-digit combinations. 
Nine of these are identical, as 11, 22, 33, etc. This 
leaves 9o two-digit combinations which can 
result in transposition errors if these consecutive 
digits swap places. 

The smallest error that results from a trans- 
position of two consecutive digits is 9, 90, 900, 
etc., depending on the order or place value cf the 
digit that is transposed. This error can result 
only from the transposition of two consecutive 
numbers with a difference of r. 'They are то, 21, 
32, 43, 54, 65, 76, 87, 98 and the same number 


X written in reverse, от, etc. 


The largest error that results from the trans- 
position of two consecutive digits is 81, 810, 5,100, 
etc., depending on the position or order of the 
number transposed. There are only two "ways 
this error can occur. The digits go may ђе w-itten 
as 09, or o9 as 9o. In both errors, the value of the 
tens column has a value change of до with an 
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offsetting error of 9 in the units column, or a net 
error of 81. | 
А listing of all the errors resulting from th 
transposition of consecutive two-digit combina- 
tions in the order of the size of the resulting error 
is shown in the table below. This shows the 
difference in the digits transposed which produces 
the error and lists the number of combinations 
in each error size. 


Difference Amount Number 
in digits of of 
transposed error combinations 
I 9 18 
2 18 16 
3 27 I4 
4 36 12 
5 45 10 
6 54 8 
7 63 6 
8 72 4. 
9 81 2 
Total number of combinations о 


А glance at this table shows in repetitive detail 

that the amount of a transposition error is always 
nine times the difference of the digits transposed. 
'Thus when an error of 63 is looked for, it will 
only be necessary to look back at numbers having 
a difference of 7 (63 divided by o). These numbers 
are 7o, 81, 92, o7, 18 and 29. 
There are 45 two-digit combinations that will 
result in smaller numbers if transposed. The 
amount of the resultant errors and the combina- 
tions that will produce them are as follows: 


9 18 27 36 45 54 63 72 81 
то 20 30 40 50 бо 70 80 до 
21 31 41 51 Ór 71 8x 91 ' 
32 42 52 62 72 82 92 

43 53 63 73 83 93 

54 64 74 84 94 

65 75 85 95 

76 86 96 

87 97 


The reader will note the rhythm in the pattern 
of these numbers. In the vertical column of both 
the tens and the units, the numbers follow the 
regular order of the digits. Тће horizontal pattern 
of the tens also follows the order of the digits. 
The units of each horizontal line are identical. 

There are an equal number of two-digit 
combinations, 45, that will result in a larger 
number if transposed. The resultant errors and 
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the combinations that will produce them are 
shown below: 
9 18 27 36 45 54 63 72 8: 
OI 02 03 04 05 06 o7 o8 од 
12 13 14 15 16 17 18 19. 
23 24 25 26 27 28 29 | 
34 35 36 37 38 39 
45 46 47 48 49 
56 57 58 59 
67 68 69 
78 79 


'Ihe reader will see, too, in this table the 
‘rhythmic pattern of the digits. Reading down, 
the digits follow in their natural order in both the 


tens and units columns. Horizontally, the number . 


pattern of the units column also follows the 
sequence of the digits, while all the figures in the 
tens column of each horizontal line are the same. 

In looking for a posting that caused a trans- 
position error of, for instance, 72, 720, 7,200, etc., 
it would not be necessary to check all four of the 
number combinations. If a trial balance has a 
debit column that is too much by that amount, 
only 80 and gi debit postings would be traced 
back from the ledger to the books of original 
entry. If a debit item of 08 or 19 in journal, sales 
book or other book of original entry has been 
transposed by posting as the larger debit number 
the error is accounted for. On the credit side, the 


amounts o8 and 19 would be checked back to the- 


source entries. ЈЕ it is found that or has been 
posted as 19, this locates the error and the ledger 
can be placed in balance through this correction. 


Error in Trial Balance 


In looking for an error in a trial balance when a 
transposition is suspected, the following general 
procedure should be followed. 

If the total of the debits in the trial balance is 
larger than the credits, and the books of original 
entries are looked over for source of error: the 
debit entries should be checked for items which; 
if transposed, would have produced a larger 
amount. The credit entries should be checked 
for items which, if transposed, would have pro- 
duced a smaller amount. . 

Jf the ledger is looked over for the possible 
cause of error where.the total of the debits in the 
trial balance is larger than the credits: the ledger 
debit postings should be checked for amounts 
which, if the result of a transposition, would be 
larger than amount shown in the book of original 
entry. Тће credit items would be checked for a 


posting which, if the result of a transposition, 
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would be smaller than the amount shown in the 
book of original entry. 

An error resulting from a transposition is - 
always exactly divisible by 9. Тће difference in Ё 
the number transposed is found through dividing 
the amount of the error by 9. If the error is 45, 
then the difference in the numbers transposed 
is 5, as for instance, 16 written a$ 61 or 61 written 
as 16. If the difference is 450, the same trans- ` 
position has occurred one column further to the 
left, as 160 written as 610. The size of error 
increases tenfold with each movement of one 
column to the left and the discovery of the error 
becomes relatively easier as very large numbers 
are usually less numerous than small cnes in a 
group of accounts or transactions. 

The transposition of 16 as бх may find these · 
digits as part of a larger number, as 4,161 written . 
as 4,611, which in no way changes the nature of 
the error. It occasionally happens that there is an 
intervening number between transposed digits. 
If 142 is written as 241, there is a resulting error 
of 99. The explanation is very simple. The value · 
of the third column to the left is. increased by 


' roo while the unit column goes down in value by 


r, making a net difference of 99. If 623 is written 
326, the difference is 297. This is the product of 
99 multiplied by 5, the difference in the numbers . - 


` transposed. Ап interesting observation was once 


made to the writer about this by Mr Henry B. 
Fernald, a distinguished American accountant 
who lives in New York City. Mr Fernald observed 


` that dividing 297 by 9 gives 33. He said: 


"The 3 still indicates the difference between the 
figures transposed, but its being repeated again 
. indicates that there is another column between the 
two where the transposition occurs. Or if 6,243 is 
written 3,246, the difference is 2,997 which divided 
by 9, will give 333. This indicates that the dif- 
ference between the figures transposed is 3, that 
there are two columns between those in which the 
transposition occurs, and that the transposition is, 
therefore, between the fourth and the first columns 
from the right.’ 


On those great days of time when the place 
value of the Hindu-Arabic digits first found expres- 
Sion, no chroniclers were there to record those . 


high moments of drama and achievement. Though — . 


the name of the creative genius is long since lost, 
his work and ideas that shaped a priceless legacy 
for the centuries to follow, will live for ever in the 
annals of great moments. With its blend of sim- 
plicity and magic, this legacy from the past offers 
to everyone who looks, a vital and useful skill . 
that may be acquired through a few quick 
observations and some easy and pleasant practice. 
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i —. . Thinking in Figures 
| by Н. С. EDEY, B.Com, F.C.A. 


Scientists have long been accustoraed to describing their ideas by using numbers. 
This idea is familiar to men and women engaged in industry and trade, though the 
methods they have used have been cf a simpler variety than those employed by many 
scientists. What was once called rrercantile arithmetic — and for many people this 
included the elements of book-keeping – has for a long time been an everyday tool of 
their work. | 

But commercial mathematics are now leaving the elementary stage. Automatic 
computers have made possible caiculations of a size and complexity never before 
possible. This has opened up the way for the application to business of analytical 
processes using mathematics as fa> beyond the old-fashioned mercantile arithmetic 

> as the moon-rocket is beyond the bicycle. 
In this Travers Lecture!, Mr Edey examines some ај the implications of this for 


_ 


business and management, and for business education. 


Tigris and Euphrates, in the southern part øf the 


S IX thousand years ago, in the valley of the rivers 
land we now call Iraq or Mesopotamia, temple 


priests, responsible for the revenues of the gods, wrote ` 


down on clay tablets their statements of receipts and 
disbursements. These ancient pictographic accounts 
~ perhaps the oldest written records in the world – may 
well have been the source from which arose both 
writing and arithmetic. The whcle of human 1 tera- 
ture and the whole vast edifice of modern mathenaatics 
perhaps originated in the needs of archaic mercantile 
arithmetic. Е 


~ ` Ancient Accounting 


‘Two thousand years later, in the same valley, in the 
city of Ur ~ the city from which Abraham began his 
wandering – and I quote from Sir Leonard Woclley: 


‘there were a host of secretaries and accour-tants 
responsible for the revenues and outgoings o£ the 
temple . . . countrymen woulc bring their cattle, 
sheep and goats, their sacks of barley and rounds of 
cheese, clay pots of clarified butter and bales of wool; 
all would Бе: checked and weighed and scribes give 
for everything a receipt made out on a clay tablet and 
would fle a duplicate in the temple records . . . 
animals had to be issued for the daily sacrificez, the 


priests and the temple servants required to be fed, . 


wood or metal might be needed for repairs to the 
[temple] fabric, even oil for the oiling of the door 
hinges would be drawn from the stores and for every- 
thing issued the storekeeper. made out an issue 
voucher giving the name of the applicant, the nature 


1 John Ingram Travers, who was a partner in a firm of 
merchants in the City of London from which he retired in 
1863, was active in promoting reform of the administ-ation 
of the customs system. In recognition of his work in this 
direction the merchants and bankers of the City subscribed 
to a fund known as ‘The Travers Bequest’ to be used for 
providing lectures on commerce or commercial law. 


2 Woolley, The Sumerians (Oxford University Press : see 
also Excavations at Ur, by the same author (Benn). 


and amount of goods required, their purpose and 
the authority on which the order was granted. Within 
the temple precincts there were regular factories 

' where worked the women attached to the temple... 
the ledgers of the factory give a nominal roll of the 

- women, the weight of wool issued to each at the 
beginning of the month, the lengths and weights of 
the specimens of cloth of various qualities which she 
produced at the month's end (a due allowance is 
made for unavoidable wastage in the process of 
manufacture), and then in parallel columns the 
amounts issued for her maintenance during the 
pedi so much grain and cheese and cooking 
‘butter . 


These ancient accounts were not kept in money 


- values, but in kind and, let me hasten to add, did not 


follow the rules of double entry, which did not yet 


"exist; but we cannot doubt that the skills involved in 


keeping them - the inscribing of the cuneiform 
script in clay, the addition and subtraction of numbers 
– formed a worthy part of the curriculum of Sumerian 
education, and higher education at that, and ranked, 
we may surmise, level, as learned disciplines, with the 
astronomical studies to which we owe our 60 minute 
hour and our 360 degree circle — for unlike the 
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electronic computer the Sumerians used a radix of 
sixty. , 

Three thousand years passed. During all this time 
I do not think that there was much change in the way 
that merchants or public officers of the civilized cities 
and states of Europe and the Near East handled their 
accounting records and mercantile calculations. There 
must have been indeed change in detail. Papyrus, or 
parchment, or waxed tablets might be substituted 
for clay. Аз time passed money values were more 
likely to be the units of account. But in the essential 
details of numbering, listing, adding and subtracting 
there was little change; and indeed the Greek and 
Roman number systems were inferior as tools of 
calculation to that of the Sumerians. 


Rise of Double Entry 


But around A.D. 1300 new ideas were arising in the 
Medieval city states of Italy. About that time a new 
accounting technique appeared that was to spread 
rapidly and become the standard of good accounting 
throughout Western Europe. We do not know just 
where double-entry book-keeping first arose or 
exactly how it came into being. It is, however, 
significant that not long before there had been a 
technical innovation of great importance ~ the 
introduction into Western Europe of a cheaper 
writing material, paper, and an innovation of equal 
importance in the tools of thought, for the Indian 
numbers brought to Europe by the Arabs were now 
coming increasingly into use; though, needless to 
say, the new-fangled numbers were deplored and 
successfully resisted for a long while by members of 
the Establishment of that time. But the simplicity of 
the new numbers made it possible for the writers 
of commercial arithmetics in Florence to develop im- 
proved rules for calculation!, and may well have been 
decisive in suggesting the pattern of double entry?. 
It is characteristic of the period that the first known 
treatise on double-entry book-keeping — Pacioli's 
textbook of 1494.— should form part of a compendium 
on arithmetic, algebra and geometry, and their com- 
mercial applications. 

The Italian merchant of that time was well trained 
in the arithmetic necessary for his business, including 
the use of compound interest and discount. He 
believed that accuracy and clarity were essential in 
business. Аз Sapori says, he was 'accurate in his com- 
putations and clear in his book-keeping'.? But he was 
also a man of culture. He took pains in recording 
matters of interest in the life around him whether 
relating to his business or personal affairs or other- 
wise. 'To quote Sapori again: 


"The Italian merchant was orderly to the point of 


1 Pledge, Science Since 1500 (H.M.S.O.), page 48. 


? Ste. Croix, ‘Greek and Roman Accounting’, in Studies in 
the History of Accounting (Ed. Littleton and Yamey), page 66. 


3 Sapori, ‘Culture of Italian Merchants’, in Enterprise and 
Secular Change (Ed. Lane and Riemersma), page 57. 
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meticulousness; he was a shrewd observer and a 
clear thinker. Being always willing to learn he reached 

a high level of strictly professional competence. But 
he also created, by..harmoniously combining his L 
various achievements in different spheres of know-" | 
ledge, a genuine mercantile culture which was 
broad, solid, and magnificent.”* 


Medieval Business Education 


As for education, a merchant’s son would receive 
his basic training in a public school where he would 
be taught reading and writing and the use of the 
abacus. He would then enter commerce to acquire 
the book-keeping skills, and the knowledge of 
merchandise and geography and other matters, that 
would fit him to become a successful merchant. The 
public school was a matter of concern to the authori- . 
ties: it was there that a boy received his basic educa- 
tion that fitted him to take his part as a citizen апа > 
prepared him for success in a business career. 

I do not think that the Florentine boy’s education 
would have seemed to a Victorian merchant inappro- 
priate for a good employee in his own accounting 
house — one who might expect to rise in the business 
and perhaps become a partner in due course. I doubt 
whether the nineteenth century commercial texts 
differ greatly, except in matters of language and 
detail, from what would have been appropriate in 
Renaissance Italy. j 

Nor, in essentials, has there been a great change 
since Victorian days. Perhaps of all professions today, 
that of the chartered accountant is the most obviously 
appropriate for someone who wishes to acquire a 
general skill in business. Аз you know it has not been. 
unusual for a father who wishes his boy to take his. 
place іп a family firm to send him first to be articled ^^ 
to a chartered accountant so that he can become 
skilled in financial matters. I am not sure that ín fun- 
damentals the professional education of the present- 
day chartered accountant covers such a very different 
field, or is even so very different in kind, from that of 
the Italian merchant. Let us look at the curriculum. - 

The basis of the whole curriculum is a sound train- 
ing in the principles of double-entry book-keeping. 
This is designed to make the accountant, like the 
Italian merchant, 'accurate in his computations and 
clear in his book-keeping’. 

He must be trained in the techniques of auditing – 
in the checking and verification of accounts and 
accounting reports. Yet auditing, Sapori says, was a 
task that might well fall to the thirteenth century 
Italian merchant who would often be required, along ` 
with fellow merchants, to examine the accounts of 
outgoing public officials. | 

Needless to say the chartered accountant must – like 
his Italian merchant forerunner — acquire a general 
knowledge of commercial and financial affairs, and of 
the law as it affects commercial. activities. i 

Of cost and management accounting the Italian 


5 Ibid. page 65. 


Abril 21st, 1962 


merchant was certainly concerned; though the nature 
of his business was such that detailed cost analysis 
beyond what was possible in his ordinary ledger — 
where, for example, he coüld separate the financial 
results of a' given venture or activity from those of 
others, was hardly necessary. I do not think the 
training of the modern chartered accountant in cost 
eccounting goes far beyond this. Mathematically 
speaking it requires no more than simple arith- 
metic. 

Only perhaps when we turn to taxation do we find 
2 really significant difference between the modern 
training of a chartered accountant and that of the 
Italian merchant. Yet even this is perhaps a question 
of degree rather than of kind. We may assume that 
the Italian was not unaware of the problems of 
tax. 

The Italians went as far in their studies of com- 
pound interest and discount as is normal in business 
education today. I do not think it can be assumed that 
an English chartered accountant, a company secretary, 
or generally one who has studied business in com- 
mercial or technical college or elsewhere (I exclude 
such specialists as stockbrokers and actuaries) will 
"necessarily have more than the slightest acquaintance 
with the standard compound interest and annuity 
Zormulae, or will be able to give a clear description of, 
Tor example, the significance of the gross redemption 
yields set against the Government securities that are 
-isted daily on the back page of The Financial Times. 

Generally, a Florentine merchant looking at the 
zraining of a modern professional accountant, a com- 
pany secretary, or of others taking business courses 
today, would have little difficulty in understanding 
che nature of the course and the ideas governing its 
structure; and the techniques would be well within his 
“range of knowledge. 

Even the mathematical methods used by actuaries — 
zhe one class of people who have for many years con- 
sistently applied advanced mathematics to business 
problems — would not I suspect seem strange to our 
early Italians, once they understood the ideas lying 
behind the mathematics. 


New Instruments and New Thought 


I am not going to pretend that much of, shall we 
say, the average chartered accountant's work today 
“zs not far removed from the everyday detail of com- 
mercial life in Medieval and Renaissance Florence. 
The auditing or investigation of the financial state- 
ments of a complex group of companies requires a 
wide and specific knowledge of company law, revenue 
‘aw, contract and agency law and their applications, 
of financial institutions and of their mode of operation, 
and of modern accounting methods. Nevertheless, in 
fundamentals, the change is not great. Tt is in detail 
rather than in kind. 
There is an intimate connection between the growth 
in human knowledge and understanding and the 
development of instruments and tools. À new instru- 
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ment is developed — the telescope, the X-ray tube, 
the electron microscope. At first itis crude and clumsy, 
but its potentialities are visible. Practical men – I am 
using the word not as an adjective of praise, but in the 
opposite sense to theoretical — develop the new 
instrument, improving as they go. New uses may be 
found for it, not at first suspected. The theoretical 
men are faced with a series of challenges. One is to fit 
the working of the new instrument into the general 
body of established theory — to explain why it func- 
tions as it does; sometimes this may not be necessary: 
the new invention may be a child of earlier theory, as 
the wireless was of Maxwell's theoretical work on 
electro-magnetic radiation. Another is to fit into the 


` pattern of theory the new discoveries that the instru- 


ment makes possible. The theoretician himself may 
use the new instrument for testing the validity of old 
and new theories, as the big radio telescopes are now 
being used. Along with the new development in 
theory comes the need for new mathematical methods, 
or the application of methods already developed by 
the pure mathematicians, hitherto without an obvious 
use. Thus, new instruments produce new concepts and 
new concepts lead to new instruments, while both 
widen and deepen the fund of human knowledge and 
exend the tools of thought itself. 


The Automatic Computer 


The field of business is as open to this process 
as any other branch of human activity. We can see in 
the use of clay tablets in Sumer, and in the intro- 
duction of paper to Europe, examples of improvement 
in instruments — in the tools of intellectual activity 
and exploration. The men who first used pictographic 
inscriptions to express the ideas of numbers and 
things had made a step forward in the apparatus of 
thought so important that it is hard to find a suitable 
adjective to describe it. The introduction of arabic 
numbers was another such step. We may say that the 
rise of double-entry book-keeping was in a small way 
such a development, providing a systematic, logical, 
formulation for certain economic concepts. Seen 
in this light its growth in use, as the Italian cities 
moved towards the Renaissance, is part of the general 
pattern of growth in human knowledge and cul- 
turet, 

'The time has come to speak of the electronic com- 
puter — or to use a better name, the automatic digital 
computer. І do not propose to say a great deal about 
the computer, deeply interesting though it is. Here 
I am concerned rather with the impact that I think 
this new instrument, along with modern mathematics, 
will have — and indeed is having — on business and 
on teaching for business. It would, in my view, be 
difficult to underestimate the importance of this 
new development. Life will never be the same again, 
any more than it could after the modern astronomical 


1 Cf. Yamey, Introduction to Studies in the History of 
Accounting, (op. cit.) pages 2—4. 
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telescope, by showing us the almost unimaginable 
vastness of the Universe, placed human life in a 
wholly new perspective. 

. Before I go on, however, I must. distinguish 
between two, quite different, functions of the com- 
puter. The distinction is one well known to all who 
have to do with such matters. 

On one hand, the computer provides us with a 
substitute for the clerical work of adding, sub- 
tracting, multiplying, dividing, writing down and 
transposing words and figures. It can indeed be 
regarded as a battery of very dull, but very accurate, 
obedient and fast clerks, each provided with an adding 
or multiplying machine, each able to read and write 
numbers, and to detect when one number is greater 
than or less than another, but little else. True, it is 
so much faster than any clerk or clerks that it can 
provide one with more accounting and statistical 
analyses, statements and summaries than could ever 
be obtained, or if obtàinable, afforded, with older 
methods. (At this point I am irresistibly reminded of 
the story of the little girl who was asked to review a 
book on natural history. She wrote in her review "This 
book tells me more about rabbits than I care to know’. 
Ifoneis notcarefula computer is liable to tell one more 
about one's business than one cares to know.) 


Data Processing 


This kind of activity is in itself of great importance. 
But it is not perhaps more than a development of the 
kind that started with the abacus itself, and had 
already gone far with the use of simpler mechanical 
and electrical computing machines. If it were possible, 
as I believe it soon will be, for a bank general manager 
to link all his branches by teleprinter to a central 
computer, so designed that the balance sheet for the 
whole bank is always on his desk before him, displayed, 
and continuously changing, on the screen of a cathode 
ray tube, this is really no more than one more step on 
a path long trodden, that leads back to Medieval 
Florence and the other Italian cities. Whether to use 
a computer for this kind of work is a matter of cost 
study. The decision is made, or should be made, just 
as one decides whether punched cards would be more 
profitable than hand-written ledgers (though it may 
be worth adding something on the credit side of the 
calculation for the benefits of research and experi- 
mentation). Double-entry principles are not rendered 
obsolete. They remain built into any accounting 
system that is put on to a computer. The auditor has 
to familiarize himself with the new routines. But no 
one, in these days, need even learn what binary 
arithmetic means. The modern computer may indeed 
' do its work in binary, but it has been so built, or so 
taught — programmed is the appropriate word – that 
the figures and instructions fed into it can be in 
decimal notation; and what it has to report — its out- 
put - can be in the same form. АП that one needs in 
order to use it is a dictionary, so that verbal instruc- 
tions can be translated into appropriate numbers that 
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the computer can read, and this the manufacturers will 
provide, under the name of a code manual. 


New Mathematics of Business 


But there is another side to the computer's work. 
It has made possible for the first time the solution, 
within reasonable time limits, of certain types of 
mathematical problem tbat earlier it would hardly 
have been practicable to tackle. At the same time — 
and here, I think, is the parallel with the way in which 
new theories and new applications grow up in the 
natural sciences alongside new instruments ~ has 
come a realization that there are problems of business 
and public administration that will yield to the use of 
mathematical methods of a relatively advanced kind. 
When a computer is available, problems can Бе 
formulated and equations solved to provide answers 
as good as and sometimes better than will normally 
be reached оп a rule of thumb basis or by the intuition . 
of those with long practical experience — and this as 
part of a standard routine that, once established, can 
be operated with accuracy and speed by men un- 
trained in the field of knowledge to which the problem 
belongs. 

This is a revolution: the invasion of the field of 
business decisions by the powerful methods of modern 
mathematics aided, where necessary, by the new 
instrument. The applications of these techniques are, 
I suppose, relatively few as yet, though they are by по 
means of negligible importance. But they will grow 
in number. I will try to list some of these, though I 
must emphasize my relative mathematical ignorance 
and acknowledge the help of my mathematical 
colleagues. 

There is the use of probability theory and calculus, 


associated, as in all the applications, with simple “ 


economic concepts, in optimizing the amount of stock 
that a business holds, balancing the costs of holding 
stock — money and space tied up, and risks of damaze, · 
deterioration, and so on — against the damage to good- 
will that would be caused by running out of stock and 
the lower costs of an even production flow during the 
year as compared with an uneven one. 

There is the use of probability theory and calculus 
in queueing theory — an application relevant where 
there are bottlenecks, for example, in transport, or 
in production, or in communication networks, where 
it is necessary to balance the cost of waiting time 
against the cost of the additional equipment that 
would reduce the wait. 

There are programming methods, based on matrix 


algebra, for determining the best mix of materials in __ 


a given product as the prices of materials vary; or the 
best blend in the refining of oil products as the selling 
prices vary; or for minimizing transport costs, for 
example, from variously dispersed collieries to differ- 
ent coke ovens or power stations; or for determining 
the optimum mix of outputs of a textile mill, as 
prices vary ; or for so cutting paper rolls as to minimize 
the waste at the end of a given xoll. 
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The Computer and Mathematics 
What is the characteristic of these methods is that a 
solution had somehow to be reached before a mathe- 
matical method was available; now the optimization 


` can be turned into a routine. The operational 


researcher, as it is convenient to call him, having 
established the theoretical model which suits the 


` problem, can turn the solution over to less highly paid 


D 
2 


a 


staff, who can keep it running until a new theoretical 
model is required in the light of changed conditions; 
and within the limits which the problem allows it will 
be known that as good a solution as is available has 
been obtained. 

I do not want to mislead you. The computer is not 
always necessary for the solution of problems of 
operational research, even when they are posed in 
a mathematically sophisticated form. Actuaries have 
long managed without digital computers, though they 
are now taking to them as ducks take to water. 
Relatively simple actuarial calculations that can be 
solved without computers are increasingly being 
applied to capital budgeting problems. There is a 
class of problems in which statistical sampling 
methods, based on probability theory, are used. These 
have been applied successfully in business without 
computer facilities. They are such problems as the 
quality control of manufactured products, market 
research, certain aspects of auditing, the determining 
of maintenance costs of fleets of lorries, and so on. 
But there are many formulations for the solution of 
which a computer is essential; and the rapidity of 
advance in these methods has been, and will continue 
to be in some degree, dependent upon the growth of 
computer technique — a growth to which, at present, it 
is impossible to foresee any limit. In what direction 
these techniques will lead, and how fast, I cannot 
predict. But it seems to me that the signs of rapid 
development are present. The Americans with their 
usual vigour and interest in new ideas are driving 
ahead fast, and there is no lack of financial support 
in the United States for the work of colleges and 
research institutes in this field. The Russians are on 
the same track and will follow the trail with equal 
vigour and determination. The period when a business 
man could afford to be completely ignorant, not only 
of the manipulation but of the meaning and signifi- 
cance of such matters as calculus, probability, vectors, 
and the like, is almost here. 


Future of Operational Research 
Do not mistake. me, I do not suggest that every 


- decision, every problem in business, can today, or 


will, even within the next ten years, be solved by the 
application of higher mathematics. The range of 
application, as I have already indicated, is still small, 
though it is growing. Many of the problems of busi- 
ness are far too complex, there are far too many 
variables and far too complicated a network of relation- 
ships, to yield to existing mathematical procedures 
(though even in such cases a problem may yield to the 


THE 
ACCOUNTANT 


481 


use of simulation methods on a computer). But the 
appetite of the mathematicians and the operational 
research men will not easily be satisfied, and I am 
convinced that there will be a rapid expansion in the 
fields of useful application. 

I do not want to pretend that there are no diffi- 
culties and that everything in this particular garden is 
as it should be. There have been and will be failures. 
In the early stages these could be expected to exceed 
in number the successes. This has always been so. 
It would have been unwise to condemn the idea of air 
travel on the basis of the quality and capacity of the 
aeroplane of 1910 — though I am sure that many did 
so. Or again it would be foolish to discount the future 
of the rocket as a result of the failures in Florida. 
It is the successes that count. By the same token 
there will be – there are – charlatans about who will 
and do make claims that they cannot justify. O.R. is 
O.K., if I may coin a phrase. The hangers-on will 
rush in. As usual, their failures will be wrongly taken 
by some as a sign that the whole subject is a sham. 


Logic of Decisions 
We must, however, not only think of techniques 


.that are advanced in the mathematical sense. When 


all is said and done, to use mathematical methods is 
simply to apply logical methods of thought to certain 
types of problem. Mathematics is no more than a 
branch of logic that takes over where the symbols 
that we call words become too clumsy for the occasion. 
If some business problems are susceptible of solution 
by the application of certain advanced logical methods, 
may not others be better handled than at present by 
the use of simpler logical tools? 

But, you will say, this is exactly what happens 
already. The business man applies logic to his 
problems. I am afraid that this is only a half-truth. 
I have no doubt at all that, given the way in which a 
business problem 1s formulated, and given the facts 
and relationships that are known and the assumptions 
about the facts and relationships that are less clearly 
known, most people in business are likely to reach a 


. conclusion and make their decision by a logical chain 


of reasoning, for man is undoubtedly a logical animal. 
But the rub lies in the words 'given the way in which 
a problem is formulated". 'The marshalling of know- 
ledge before a decision is made can be done in many 
ways. 

Anyone who has worked on operational research 
problems will, if he is competent and honest, confirm 
that in a certain sense the mathematics is the least 
part of the job. 'The really difficult problem is to set 
down clearly the circumstances, the aim in view, and 
the constraints or limitations within which the solu- 
tion must be sought. These must be chosen so that 
they are relevant to the problem. This process is 
common to the solution of all business problems. But 
when the process that is to follow is a formal mathe- 
matical one, in which each piece of information must 
be fitted into some kind of standard pattern, there is 
little room for vagueness or sloppiness in the setting 
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of the problem. The rigorous nature of the process 
that is to follow imposes its own discipline of thought. 

I do not wish to suggest that the use of mathematical 
methods ensures the good sense and relevance of the 
selection of facts, the assumptions made, and the 
formulae used. Nothing could be further from the 
truth. There is no substitute for a basic understanding 
of the nature of business enterprise, its environment 
and its major aims. Some study of the economics of 
business enterprise is, I think, an essential con- 
comitant of such work. The merit of the techniques 
of operational research is, I think, that the need for 
such a study becomes rapidly apparent when they 
are used, at any rate to a sensible man, as it does not 
always when a more haphazard, traditional, hit and 

` miss method of decision making is employed. . 


Need for Systematic Decision Making 


We must all know of the business committee in which 
some decision on the purchase of this or that piece of 


equipment is debated. How many of these discussions ` 


are preceded by the preparation of a systematic study 
showing the results expected to follow from alter- 
native courses of action? How many really large deci- 
-sions are made on little more than hunch? How many 
boards of directors even trouble-to have calculated, 
however roughly, the rate of return that their business 
is earning on the current value of the resources 
they control? How many even realize that such a 
calculation is relevant? — more perhaps now than be- 
fore. Mr Chambers and his board made their recent 
bid, so fortunate for the shareholders of Courtaulds; 
_ but still very far from all — perhaps not even most. 


How many boards even realize that the very concept. 


of profit as it is measured by accounts is — and must 
be in the last analysis — vague and ambiguous; clear 
enough in terms of accounting procedures, but 
clothed in uncertainty in its economic and financial 
implications? Do not misunderstand me here. I am 
well aware that few business problems have a unique 
solution. The future is uncertain and hazy. Errors 
are inevitable. It will often be seen, ex post facto, even 
when the most briliant men are concerned, that a 
different course of action would have produced 
better results. But there is no need, for this reason, 
deliberately to cultivate ignorance. Carefully chosen 
hypothetical examples based on likely assumptions 
and worked out, before the event, to show the results 
in terms of cash flows over time, can throw light on 
almost any business problem ~ and sometimes expose 
an unsuspected major pitfall in a proposed course of 
action. 


It is indeed, as I have already said, true that a 


critical, careful and systematic approach towards 
decisions, attempting to put numerical values upon 
the results of these, need not only arise as a by- 
product of advanced mathematical work. It 15, 
however, a reproach, both to men in business, and 
I think also to many university economists in this 
country who have held themselves aloof from business, 
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that there is far too much woolliness in business 
decision making and far too little thinking in figures, 
or at any rate using figures as an aid to thought in a 
way tbat can at least avoid the silliest of mistakes. 
You may reply that my criticisms do not apply to 


April 21st, 1962" 


some businesses. This is true. I am not here concerned ' 


with such businesses. High quality men will produce 
high quality work, wherever they are. Such men will 
find, like Je bourgeois gentilhomme who found he had 
been talking prose for forty years, that they have been 


doing operational research since they went into busi- . 


ness. But I am concerned with the others who need 
guidance. This, after all, is what education is for. 


Mathematical Training for Business | 
It will now I think be.apparent in what direction 
my mind is turning. You will not be surprised when 
I say that in my view the time has come for young 
men and women who wish to prepare themselves for 
more senior posts in the management stream of 
business — and of public bodies — to think seriously 
whether they. should not provide themselves with a 


better mathematical education than has hitherto been ` 


considered necessary for such posts; and for schools 
and colleges to consider what preparations they should 
now be making to meet this need. 

It may seem that the need is not yet pressing; and 
it is true that there is as yet no apparent abnormal 
demand for the delivered product. There is all the 
more reason to be prepared, for education of this kind 
cannot be produced at a snap of the fingers. Tt is the 
job of educationalists to be thinking ahead. Тће 
higher education of a young person of 18 today 
is not designed — or should not be designed — for the 
business needs of today. It is to the needs of 1975 that 
we should be looking. 

I am not thinking of specialists in mathematical 
and statistical work — though we shall need plenty of 
these — but of those who in their early days in business 
will specialize in such activities as marketing, pur- 
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chasing, advertising, secretarial work, accounting, and ~ 


an obvious mathematical or statistical basis as in 
marketing, in which sampling techniques are relevant, 
or in secretarial work where the application of quality 
control methods to such activities as invoicing is 
growing. Í have already given my view that many 
more such applications of mathematics will be found 
in the years to come. But it is not merely in order to 
appreciate the significance of certain sections of 
their work that these young people will need a sounder 


basis in mathematics, desirable though that is. I have : 
already implied that the use of operational research 


methods, even when applied to simple problems (and 
2 business problem may be quite difficult to handle, 
even though no more than simple arithmetic is in- 
volved in the numerical work) can be of value in 
inculcating a systematic, careful and critical approach 


'to business problems. Such an approach is desirable 


at all levels of business. It is most desirable in those 


‚ So on. To some extent work in these fields already has ` 
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who have reached the levels of middle and higher 
management. To understand these methods, some 
basis in mathematics is necessary. 


The Accountant and Mathematics 

My own subject, accounting, is in a special position 
in this respect. Accountants are already recognized as 
working in the field of numbers, and it is characteristic 
of the layman's attitude that he regards the account- 
ant as a mathematician. Most of you will know that 
this is far from being the truth. It is a well-known 
saying in the profession that for success no more than 
an elementary knowledge of mathematics is needed — 
certainly no more is necessary than can be obtained 
in a course leading to mathematics at the ordinary 
level in the General Certificate of Education. I can 
assure you that this certificate can be obtained in the 
subject of mathematics by those whose range of 
knowledge and competence in the field is extremely 
limited. | 

Yet I believe that today the accountant, of all 
people, has most to gain by adding to his repertoire a 
reasonable competence in certain branches of higher 
mathematics — and by this I mean mathematics not 
necessarily much higher than would be relevant at the 
advanced level of the General Certificate of Education, 
though perhaps differently biased. Indeed, unless he 
does so soon, and moreover learns something of the 
way the mathematics can be applied to business prob- 
lems, it is I think very likely that a substantial part of 
what is at present regarded as a legitimate activity for 
professional accountants — that broadly summed up by 
the words management consultancy — will pass to 
others. The statisticians and operational researchers 


Степа at present to be limited in their approach. Their 


expertise tends to be mathematical rather than econo- 
mic and financial, and to do their job they often have 
to work with those, such as economists and account- 
ants, who understand these matters. But this may 
not last. These people will I think rapidly acquire an 
appetite for all aspects of management advisory work, 
and are unlikely in the longer run to limit themselves 
to the more technical side of their study. Тће less 
ready are accountants to make themselves competent 
in the new field, or at least to fit themselves to formu- 
late problems in such a way that they can be handed 
over to the technical mathematicians and mathematical 
statisticians, the more likely is it that the work will 
pass to the latter. All the applications that I have given 
above .— sampling, mathematical programming, 
queueing theory, stock control — are а to 
accountants' work. 

Unless the accountants in industry are prepared 
to give themselves an understanding — though I 
emphasize not necessarily full professional expertise — 
of this subject, they may, I fear, find themselves in the 
longer run restricted to what is essentially high level 
book-keeping — provided the computer operators 
allow them to keep that side of the business — and to a 
quasi legal role, advising on such matters as income 
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tax and, except where a company may choose to 
employ specialist economist staff for the purpose, 
financing methods. 

But to return to the educational side, whether one 
is thinking of accounting or of other business special- 
isms, there is no doubt that the study of business 
subjects too often tends to be approached in a rigid, 
uncritical and very often, I am afraid, sloppy and 
logically woolly way. No more proof of this is neces- 
sary than a perusal of some of the textbooks in use. 
Intellectually speaking many of these have no merits. 
There are, of course, honourable exceptions. But the 
study of our group of subjects has, intellectually 
speaking, and in general, sunk far below that of the 
equivalent on the science side, such as the various 
branches of engineering. It is true that a great deal of 
the work in the field of economics — which let me 
remind you should play a similar part in relation to 
business and Government to that of physics in relation 
to engineering, providing fundamental theoretical 
concepts — is of an intellectually satisfactory kind; 
unfortunately too many academic economists have 
fallen into the opposite sin, that of scholasticism ~ 
failure to keep their subject alive and to make relevant 
its theorems by close contact with the world of busi- 
ness (though I am happy to say that there are now 
some signs of change in this respect). The relevance 
of industrial sociology — a most interesting and 
important subject — to the side of business problems 
concerned with human relations has hardly been 
appreciated yet in this country. In general, business 
as an intellectual activity is a Cinderella and a pretty 
dull Cinderella at that. The situation is strikingly 


“different from that which reigned in Renaissance 


Italy, and I have no doubt in Babylon and the other 
cities of Akkad and Sumer. 


Role of Mathematics ` 


It is my belief that the growth and importance of 
mathematics and mathematical statistical work in 
business will provide one of the stimuli that will put 
business studies once more on an intellectual par with 
their fellow sciences, and that this stimulus will 
extend from the mathematical work itself to the work 
in those parts of business studies that are not in 
themselves directly concerned with mathematics. To 
continue my metaphor, I see mathematics in the role 
of a fairy godmother for Cinderella. 

Perhaps I may say in parentheses, since we are 
concerned with commercial education, that if this 
is to happen, a considerable number of promising 
young people of high ‘intellectual calibre will have to 
be attracted to the teaching and academic study of 
these subjects,-not only mathematics and statistics, 
but industrial and commercial economics, accounting 
and industrial sociology. It will not be enough to rely 
on the very small number of high-grade men and 

women who happen to like such work, and will for 
this reason accept monetary disadvantages i in order 
to do it. Unless this is recognized we cannot expect 
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much improvement. If the country wants high-grade 
business men it must pay for high-grade business 
teachers. 


New Development in Accounting Education 


Perhaps I may be permitted to refer finally to a 
development at my own college in the University of 
London, The London School of Economics and 
Political Science. Some of us who are concerned 
° particularly with the teaching of accounting are so 
convinced of the need to raise the mathematical skills 
of our own graduates that we have, with the colla- 
boration of our mathematical friends, introduced 
into the first year of the university course in economics 
which is followed by those who wish to specialize on 
the accounting side, a compulsory mathematics 
course. This is designed to allow our students, includ- 
ing those who have only reached ordinary level in 
mathematics in the General Certificate of Education, 
to bring themselves up to a standard which will permit 
them later, if they so wish, to study at least the prin- 
ciples of some of the new management mathematics. 
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Those who wish to can pursue these studies further 
in their second and third years. Those who do not 
will at least have a basis upon which they can build 
later should they experience the need to do so, after 
they have left the University. In some degree we 
regard ourselves as pioneers in this work. 

I do not pretend that there have been no difficulties. 
That even the most elementary mathematical teaching 
in some of our schools leaves much to be desired is 
becoming very apparent to us — the raw material we 
get from the schools varies a great deal in the degree 
to which it has been processed; and I am afraid some 
of it has been spoilt. And, of course, we make mistakes 
ourselves. We shall, however, persevere and adapt 
our courses, so far as we are able, to meet these 
problems. 

It is my own firm conviction that a vastly greater 
number of our young people would, if only they were 
properly taught, find little difficulty, and indeed sub- 
stantia] pleasure, in the acquisition of appropriate 
mathematical skills and that the time will come when 
it will be an exceptional business man who has no 
facility in thinking in figures. 


Profit and Loss 


by a member of The Accountants’ Christian Fellowship 


startling significance for a profession as 

closely bound with commerce and finance 
as that of the accountant. One of the first acts 
of Easter week was the clearing by Christ of the 
cashiers and traders from the Temple precincts: 
the incident which inspired a writer in The 
Accountant to dub one of the late Archbishop 
Temple’s outspoken criticisms of the City 
as ‘the Temple casting out the money- 
changers’. 

That the practice of commerce and the 
sincere practice of the Christian faith are im- 
possible at one and the same time, is a favourite 
theory and a plausible one. That such a theory 
should be shown to be untrue; must be the 
heartfelt object of every accountant whose faith 
is more than nominal. In a world where white 
is rarely pure, and black is rarely unrelieved, 
how is this object to be achieved? Not by a self- 


Eus must have a somewhat 


conscious concern for the opinions others may 
hold of us: for that is merely to destroy one's 
personal standards, Not by a censorious regard 
of the shortcomings of others: for that is merely 
to reflect one's own failings. 

The money-changers of the Temple had 
become so absorbed with profit that it eclipsed, 
both for themselves and others, regard for God 
Himself. 'The full blasphemy of their fault, the 
events of Easter were to show. Those world 
shattering events transformed once and for all 
the true values of mankind: so transformed 
them indeed, that the apostle Paul could go so 
far as to say: "What things were gain to me, 
these I counted loss for Christ.’ 

Profit – and loss. As the Christian accountant 
weighs them, in every context, so Easter draws 
his attention to other entries in the ledgers of 
life: and their symbols are a cross and an empty 
tomb. 
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Weekly Notes 


THE ASSOCIATION'S NEW PRESIDENT 


R EDGAR SPENCER, F.A.C.C.4., a partner in 
the firm of Rogers, Son & Spencer, of Notting- 
ham, was elected President of 'lhe Association of 
Certified and Corporate Accountants at a meeting 
of the Council held last 
Tuesday. 
Mr Spencer, who is 
aged 64, was born in 


after being educated 
locally, served from 
1915-18 in the oth 
Battalion of the Sher- 
wood Foresters. He 
qualified as a member 
of the London Associa- 
tion of Accountants in 
1925, after carrying out 
his training with the 
firm of Rogers, Son & 
Co, of Nottingham, one of the oldest practices in the 
Midlands, having been established in 1847. He was 
admitted a partner in the firm in 1936 and is also a 


жу director of a number of companies. 


Elected to the Council of the Association in 1952, 
Mr Spencer has served on all the standing committees 
of the Council. He was chairman of the District 
Societies Committee in 1958 and chairman of the 
Parliamentary and Law Committee in 1960. He has 
also been actively connected with the work of the 
Nottingham, Derby and Lincoln District Society of 
the Association since 1926, serving as honorary 
secretary from 1936 to 1950, and as President of the 
Society in 1951-52. He was also a member of the 
Birmingham Area group of the London Association 
of Accountants from 1926 to 1939. 


Mr Spencer has played a prominent part in 
voluntary service organizations in Nottinghamshire 
for many years and has been closely connected with 
the work of the Boys’ Brigade and the County Cadet 
Force. He is also a member of the East Midlands 
Regional Advisory Council foz Further Education 
and a member of the Accountants’ Advisory Panel 
of the University of Nottingham. 

Mr Vivian Ralph Chennell, ¥.a.c.c.a., senior 
partner in the firm of Chennell & Co, Certified 
Accountants, of Brighton, has been elected Vice- 
President of the Association for the coming year. 
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IRISH BUDGET 


RELAND'S long struggle for independence has 

now been succeeded by a striving for integration 
with Europe, in the economic sphere. 'The Minister 
for Finance, introducing his Budget on April roth, 
told the Dail that the Government was considering 
seriously the economic problems which might arise 
from her entry into the Common Márket. He said he 
had accepted the recommendations of the Committee 
on Industrial Organization, which had suggested that 
the initial allowance on industrial plant and equipment 
should be raised from 20 per cent to 40 per cent, and 
that on industrial buildings from 1o per cent to 20 
per cent. The implementation of this proposal is 
estimated to cost /'100,000 in the current year. In 
order to ensure that the change shall have its desired 
effect quickly, the new rates are confined to expen- 
diture prior to March 31st, 1965. Farmers' rates are 
to be reduced, as well as the road tax on their 
tractors. 

Social welfare benefits also go up; 2s 62 a week on 
old age and blind pensions, and increased children's 
allowances. Entertainment tax at cinemas and dance 
halls is to be abolished. 

On the other side of the medal there is an appreci- 
able increase in the taxes on tobacco and drink; a 
penny a pint on beer, twopence a glass on spirits, and 
twopence on a packet of twenty cigarettes. It seems 
that the Republic is also considering a general turn- 
over tax on the Common Market model. 


SITTING ON INFLATION 


NE of the criticisms of this year's Budget has 

been its authors' preoccupation with inflation 
and the failure of the Government to tackle the 
problem of unused capacity or preparation for 
entry into the European Common Market. 

Sitting on inflation, however, is not the exclusive 
preoccupation of the British Government. In the 
last week Professor Erhard (whose economic miracle 
in Western Germany seems about to be succeeded 
by a more humdrum bout of wage inflation) .has 
castigated the German car manufacturers for raising 
their prices. In France, old-age pensions have had 
to be raised whatever miracles in other quarters the 
French manners may be able to achieve. Most 
dramatic of all, President Kennedy in the United 
States has played Canute with the upward surge of 
steel prices — and has won. 

Quite clearly the Chancellor of the Exchequer has 
plenty of current examples to choose from in imply- 
ing that this country's danger is still inflation rather 
than deflation. He returned to the need for an 
incomes policy in the debate on the Budget and the 
need for maintaining the substance (if not quite the 
appearance) of wages and salaries restraint is still 
uppermost in the Government's mind. 'The Budget 
debate has done nothing to change it. 
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PUBLICIZING TECHNICAL CO-OPERATION 


HE phrase ‘technical co-operation’ has a for- 

bidding sound about it when it comes to stirring 
the public imagination. This is so both in the 
country offering technical help and in the country 
receiving it. Political parties in this country and 
nationalist leaders in under-developed areas do not 
raise their appeal for survival to their kind of 
standard. 

Nevertheless, the latest Government White Paper 
with that title has much to say of interest and value 
on the subject. The White Paper explains that the 
Department for Technical Co-operation is to give 
special attention to twelve main heads of activity in 
which this country is particularly well placed to help. 
These include training of public servants, the 
supply and training of teachers, assistance with 
surveys:and economic planning and the training of 
management. 

Tt has often been said that the basis of improve- 
ment in under-developed countries rests on three 
things — clean water, good communications and cheap 
power. All these catch the imagination because they 
are translated into public works and public utilities. 
There is something to see for one's money – or other 
people's money obtained on favourable terms. But 


they are little more than twentieth-century pyramids: 
without good service industries, good technicians and. 


professional advice. Hence the importance of tech- 
nical co-operation. 


NEW BASE FOR PRODUCTION INDEX. 


T has been decided to change the base year of the 
Index of Industrial Production from 1954 to 1958. 
An article by the Central Statistics Office in the 
March issue of Economic Trends! explains the details 
of the new calculation. 
` ЈЕ points out that it is desirable to change the bos 
and the weights in the index from time to time to 
take account of the changes which occur in the 
emphasis of different industries in the economy. 
The weight given to each industry in the new index 
is proportional to the value of its estimated net output 
in 1958. Apart from the change of base only minor 
. changes have been made in the.text since the publica- 
tion in 1959 of the booklet, The Index of Industrial 
Production: Studies in Official Statistics No. 7, put 
out by НМ.5.0. A comparison between the old and 
the new indices shows that out of seventeen industries 
used, small increases in emphasis have been given 
to mining, the food industries, metal manufacture, 
other metal goods, building materials, timber and 
the construction industries. Modest. downward 
adjustments have been made mainly in chemicals, 
engineering, shipbuilding, vehicles, textiles, leather 
and clothing and paper. None of the changes in 
either direction are very significant but it is of 


1Н.М.5.0. Price ss. 
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interest that some of the industries which liave been 
slightly reduced in weight in the index are those 


Which are still considered the major growth indus- 


tries - chemicals, engineering and vehicles. Among 


the industries worth slightly greater emphasis it is /. 


noted that food and construction are prominent. 


What was true in 1958 may, of course, be out of date 
in early 1962 especially when only small changes in 
weighting are being made. 


HIGHER MACHINE TOOL EXPORTS 


NE export orders for machine tools increased 
by 16 per cent in January compared with 
January 1961. These results have helped to keep the 
industry's order-book over the {100 million level 
and to offset the disappointing position in the home 
market. Both on price and delivery date the British 
industry has been enjoying superiority over its 
competitors, including Western Germany. Ап eco- 
nomic pause in Germany (and such is possible) might 
improve the delivery dates offered by German 
machine tool manufacturers. On the other hand, costs 
in Western Germany are rising so this country is 
likely to keep its advantage on. price. 

Particular attention always attaches to the per- 
formance of the machine tool industry at a time when 
trends in capital investment are wider considerations. 
As might be expected the machine tool industry in 
some ways typifies the problem for all capital goods 


_ industries at present. Export prospects are good: the 


home market is depressed. Furthermore, here is an 
industry facing the Common Market with mixed 
feelings. There are good prospects in continental 
Eucope, but there is a home market to be defended. 


„~ 


а. 


This year, more than ever, the machine tool industry ~* 


will be a micrócosm of the capital goods industries 
as a whole. 


` DYNAMIC PENSIONS’ 


HIS title is given to a pension scheme which has 

been evolved by Hobbs Savill & Bradford 
(Pensions) Ltd, in collaboration with the Provident 
Mutual Life Assurance Association, to deal with the 
problem of defending pensioners from inflation and 
even to give them some access to the benefits of a 
rising standard of living in the community as a whole. 
Hobbs Savill & Bradford have strong connections in 
the United States and a sister company in Canada. 
-The Provident’ Mutual has been associated with 


‘enlightened employee pension schemes since it was 


founded in the 1840s. The new arrangement has 


. received the approval of the Inland Revenue Com- 


missioners. 

'The new pension scheme follows the practice of 
certain self-employed annuity schemes being run 
a ‘with profits’ basis although it is not itself 


annuity arrangement. The ‘with profits’ elements in 
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the policy are dealt with as bonuses added in com- 
pound form to the basic annual value of the initial 
pension. In this way the compound bonus element 
added to the basic pension would offset something 


^ like a 20 per cent drop in the purchasing power of the 


£ over a nine-year period. | 

There is a modest increase in the cost of such a 
policy. For example, a non-contributory scheme to 
provide a fixed pension costs 5 per cent of the annual 
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salary bill of a company. The same scheme with 
profits continuing after retirement would cost about 
54 per cent. In other words, for every 205 spent on a 
scheme offering fixed pensions the new scheme costs 
about 225 while the benefits are expected to be about 
245 compared with each 20s on the value of a fixed 
pension. The scheme is being offered by the Provident 
Mutual to employers as a whole and not only to 
clients of Hobbs Savill & Bradford. 
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by An Industrious Accountant 
CHAPTER 120 


LL this topical talk about stock-in-trade valua- 
tion takes те back some years. One day I went 
in to see our auditors hard at work on our own stock 
books. There they were, four keen and able juniors, 
solemnly and laboriously checking tots and extensions 
in the heavy tomes that held our records for years 
back, a soul-killing task that reduced their status 
to that of robots. They had never looked at the 
. articles represented by these columns of code 
numbers .. . 274 doz. crossbred Bdfd. No. 81 Blk. 
Sect. 9/34 at 23/45... they had never queried the 
mechanics of our stocktaking procedure. It wasn’t 
their fault; that was the contemporary technique. 

In the men’s outfitting department two floors 
lower down, old Michael was being rather apologetic. 
His stocktaking wasn’t finished yet. Our figures were 
held up. He was so sorry. 

He didn’t look a bit sorry. He was a powerful, 
deep-chested Irishman whose quick eye for a bargain 
in ‘purchasing, allied to an instinct for pricing to the 
psychological penny when selling, had: made a 
fortune for us over the years in his section. His 
genial good fellowship made him deservedly well- 
liked; his disregard of accounting principles and 
preaching had nearly broken our hearts. 

He took stock when he could get round to it, not 


" when he should. ‘Arrah, my bhoy, amn't I here to 


sell?’ he protested cheerfully. ‘Sure, I'll get on with 
me job and you can put down any figure you like 
for the stock; sure it'll be gone next month.’ 

The ready-made suits had been checked on March 
26th, five days before the date; group by group they 
were listed in detail, An ancient volume entitled 
‘Stock-outs’ listed day by day the subsequent sales 


from each of these groups; on the due date their five 
totals were deducted from each group to arrive at the 
net final figure. The use of coded symbols ensured 
that only someone from the ‘ready-made’ staff knew 
what to subtract from what. Sports coats, flannel 
trousers and knitwear had been counted on various 
dates from April rst to April 6th. A further volume 
of ‘Stock-adds’ listed items sold during those six 
days, which, as was clear to the meanest intelligence, 
must be added back in order to arrive at accuracy. 
Depending, of course, on the exact hour each group 
was checked. 

‘Suré, the job almost went back on me when I 
found we'd included in our totals some stuff we'd 
unpacked on the 2nd’, explained Michael helpfully. 
“The invoices not being passed in March, we had to 
subtract something, you follow me? Not the totals, 
of course, but what was left unsold . . . we had to 
estimate here and there... it's all set out in these 
schedules.’ 

A little dazed by now, I scrutinized a further set of 
tabulations. Obviously actual stocks could never be 
counter-checked physically; the pricing per unit 
held untold possibilities for error. ‘Michael, listen to 
me,’ I said sternly. “With up-to-date organization, 
you can count all stock in your department in four 
hours flat; the comptometers will stand by; we'll 
pre-price and pre-list the schedules. What about 
trying it my way for once?’ He wasn’t listening; he 
was remembering his talk with our chairman. ‘I told 
the big fella to expect turnover to be up 11 per cent 
this half-year,’ he mused. ‘I’m aiming for a record 
profit at 26 per cent gross; sure his eyes were smiling 
when he heard it.’ 

I thought of the four juniors totting up their 
uncomprehended pages; I remembered our senior 
auditor when I hinted at my scruples. He had quoted 
the Kingston Cotton verdict, that millstone round the 
neck of our progressive thinking for decades past. 
He wasn’t worried about stock figures; the signed 
certificate from the managing director was good 
enough in those days. But last week our junior 
auditor asked if he could watch our actual stocktaking 
to gain experience; there's a new generation growing 


up. 
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Finance and 
Commerce 


More Intense 
TE week's reprint of the accounts of Associated 
Motor Cycles Ltd continues the story of the 
decline in-the motor cycle industry that has been 
followed in this column. The depression has become 
more intense, There is a consolidated loss of £106,294. 
as compared with the previous profit of £427,525 and 
the outlook is so obscure as to leave those engaged in 
the industry, in production and in distribution, with 
only the vaguest idea when the turn will come and 
how far the lost past will be regained. 

A.M.C. covers such famous names in motor 
cycling as Norton, Matchless, A.J.S., James and 
Francis-Barnett. It also owns The Indian Company 
of America, Clarendon Pressing and Welding Co of 
Coventry, which specializes in factory storage and 
transporter equipment, and R. T. Shelley of Birming- 
ham, which produces jacks for the motor industry and 
tools. But the engineering and toolmaking side is a 
minor interest; go per cent of A.M.C. is motor cycles. 

The accounts this time incorporate the results of 
the Indian Company for its first full year of trading. 
Last year the Indian figures were given separately, a 
form of accounting that some shareholders criticized 
as an attempt to minimize the serious position of the 
American company. 


Turnover Down 


In his statement with the accounts, Mr Т. P. Cowell, 


the chairman, gives a broad view of the make-up of 
the group trading loss of £106,294. Francis & 
Barnett and James, which represent the two-stroke 
side of the business, suffered a reduction in turnover 
of 40 per cent and a resulting trading loss of £44,000. 
Norton turnover dropped 20 per cent and, although 
its accounts are merged with those of Shelley, it is 
clear, says Mr Cowell, that the motor cycle interest 
was not profitable. Shelley, producing largely for the 
vehicle industry, made a trading profit of £78,000 – 
and was the only sector of the group’s business to do 
so, ‘being unaffected by the vicissitudes of the motor 
cycle industry’. 

Matchless and А.Ј.5. at the original manufacturing 
unit at Woolwich had a turnover reduction of 20 
per cent, partly due to reduced demand for motor 
cycles of those ‘marks’ but primarily because Francis 
& Barnett and James were not taking its two-stroke 
engines. Looking back, it is now seen that one of 
the unfortunate moves of the past was the setting up 
of an engine factory to enable A.M.C. to become 
independent of the Villiers engine. But the industry 
then had not been forced to realize the changing 
fashion in transport. A.M.C. has now gone back to 
Villiers for its two-stroke engines. 
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American Loss 


The American venture through the Indian Company 
has been a heavy burden on the group’s resources. 
The main purpose of the American subsidiary is to 
provide the largest possible outlet for the company’s 
products in the U.S.A. That means, very particularly, 
the high-powered Norton motor cycles, styled to give 
the Americans what they want- except that they, 
too, have not been wanting them as they did. The 
American company had ‘a very poor year’ and 
‘such recovery as did occur in the American economy 
did not significantly reduce thelevel of unemployment’. 
In addition to its £113,000 loss, the Indian Company 
has been left with ‘considerable stocks of motor 
cycles’. 

There is an element of write-down of stock values 
in the light of the current season’s trading prospects 
in each section of the trading loss given by the 
chairman, In the aggregate, this write-down comes 


to rather more than £80,000. ‘If we face the facts ` 


squarely', said Mr Cowell at the meeting, 'there is 
no escaping the conclusion that trading this summer 
is going to be difficult.’ 

Retail sales, broadly speaking, are running 25 per 
cent down on the same period last year. Comparison 
of one season with another in recent years, however, 
has been upset by the stop-go-stop hire-purchase and 
credit policy which has distorted normal buying 
trends. 


Realization , 

If there can really be a gleam of light in this dark 
situation, it is in the changed attitude of a section of 
the shareholders who, having enjoyed high prosperity 


not many years аро, are now facing what these . 


accounts have to show. Mr Cowell said at the 
meeting: .‘I think shareholders have come to realize 
what a serious collapse there has been in the motor 
cycle market on which we are so dependent.’ 

Annual meetings of the last two years with most 
stringent criticism of the board have made headline 
news. This year, however, the retailers, those in the 
industry who actually meet the public, turned up in 
force and supported the chairman’s description of 
the motor cycle depression. A leading speaker was 
Mr 5. Hailwood, joint managing director of the 
motor cycle agents and distributors, King’s Motors 
(Oxford) – and father of the racing motor cyclist. 
Mr Hailwood confirmed that the blight was on the 
whole industry, not merely in A.M.C. 


It might, in parentheses, also be noted that manu- 


facturers of the simple cycle have also had to face a 
similar situation in the last few years. 

Meantime, the A.M.C. executive is trying to 
develop a balanced trade of general and specialized 
engineering to go with its traditional motor cycle 
trade. And Mr Cowell gives the assurance that 
‘where activities which do not produce a profit 
cannot be concentrated into profitable units, they will 
be curtailed or stopped altogether’. 
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CITY NOTES 


AVING indulged in its familiar post-Budget 
jump for joy, the stock-market has settled down 


short-term market activity which could formerly be 
relied upon to provide a commercial dealing basis. 
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RATES AND PRICES 
Closing prices, Tuesday, April 17th, 1962 


Tax Eeserve Certificates: interest rate (24.3.62) 3% - 
Bank Rate ` 


A SK : une 25 1960 6% Oct. 5, 1961 61% 
^ toa reduced volume of business and a rather lower pin: 27 os Et. Nov. 3, 1961 6% 
level of equity prices. On the basis that the Budget MS haud 5% Man 2 och ag 
provided little incentive for industry, there seems oe а ђ ЕРА | ° 
little incentive to buy shares. Fensury 
~ у Feb. 9 £5 8s о744% Mar.16 £4 175 757d% 
It can be argued that, by the autumn, the stand- Feb. 1€ £5 9s 10°81d% Mar.23 £4 9s 047d % 
still Budget may have been overtaken by some · Feb.2x £5 ros 747d% Маг. зо £4 85 11647 
T thinki d that later in thi th Mar.2 £5 ros 17260% April 6 £4 7s 4'62d pA 
reasury re-thinking and that later in the year the Маго £5 os 589d$, Aprilia £4 68:544% 
equity market may begin to look more promising. Money Rates 
But Med а argument rarely brings immediate Day to Дау pa % Bank Bills opu 
market support. ays 3 2m А 
- PP — GÀ Fine Trade Bills dé: 3 months 42-41 % 
Noticeably, the institutions have come back to the 3 moziths 51-615, 4 months 41-44 % 
gilt-edged section as buyers and have been supporters 4 mo-ths 51-6176 6 months 41-48 % 
cd of industrial loan and convertible loan stocks. The они 67% 
-è~ convertible loan stock seems the ideal investment От erg a rd em 
: DE : : ; ew Yer] 2:81 rt 11.2522 
article under conditions in which fixed interest Montre: soil Milan 17471- 
Stocks seem likely to offer short-term appreciation Amstercam roii Oslo 20251 
ç i i Вгиззеје 140*20: Paris 13"79 
against the rather longer term Equity growth prospect. Copenh gen ЧО ав: Zürich adu 
In its present state of indecision, the market seems Gilt-edged 
open to the adverse effect of any discouraging in- Consols4% 638 Funding 3% 50-69 83i 
dustrial company news at a time when taxed capital rae Ao, aok Savings 3⁄2 gn d 
i i 1 nv'sicn 51275 1974 93 avings 375 65-75 71 
gains may considerably reduce the amount of ultra с A iot" oE Savings Ai 264 тет 


Converson 33% 1969 865 


Convergon 34% 55k 


Excheqwer 5% 1966 993} 


Treasury 5$ 25 2008-12 89 
Treasury 5% 86-89 84% 
Treasury 32% 77-80 714 


_ Under such conditions it would not be surprising Funding 54% 82-84 924% “Treasury 3375 79-81 7ol 

to see the reverse yield gap narrowing gradually over Funding 475 60-90 884 Treasury 21% 40% 

А Е hs Funding 34% 99-04 614 Victory 4% 965 

. the next few months. Funding 3% 66-68 — 85$ War Loan 34% 56$ 
a 
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Correspondence 


Letters must be authenticated by tke name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


The Training of Accountants 


Sir, – When I read Mr Carter’s article "Training for 
the profession — fact and fantasy’, in The Accountant 

- of April 7th, I was surprised to note how far removed 
from the facts of the case are his remarks concerning 
technical schools and colleges. 

No one, I believe, will seriously challenge the view 
that the basis of training for the accountant should be 
practical experience, but in regard to the manner in 
which educational instruction (which is equally 
important) should be given, opinion is divided. 

Mr Carter states that “the colleges and schools of 


technobgy seem to have only a minor place in the 
training for the practice of accountancy’. 

The “acts are that these colleges are already playing 
an important part in providing accountancy educa- 
tion. Athough the number of students for the Insti- 
tute examinations attending technical colleges may 
not, as yet, be large, the number attending who are 
studying for the examinations of The Association of 
Certifiel and Corporate Accountants, and The 
Institut» of Cost and Works Accountants, is far 
greater, and is rapidly increasing. 

Mr Carter appears to be convinced that even if a 
technic: college could provide the necessary in- 
struction, the time required for this purpose would be 
excessive. The facts are that full courses for the 
Intermediate and Final accountancy examinations 
can anc are being provided on the day release prin- 
ciple, sipplemented, when practicable, by a short 
full-time revision course of four to six weeks’ duration 
immediately prior to the examination. There is, of 
course, an appropriate work assignment in conjunc- 
tion with these courses which the student is able to 
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perform at home. Ап increasing number of students 
prepare satisfactorily for accountancy examinations 
in this way every year. 

It is amusing to read that ‘the most the technical 
schools can do is to provide tuition in the technique 
of book-keeping’. This statement may have been true 
of pre-war technical colleges. Today the facts are that 
the full-time staffs of the larger technical colleges con- 
tain many qualified accountants (representative of all 
recognized bodies), and at Swansea, for example, 
good facilities are available for tuition in every subject 
specified in the syllabus for the Intermediate and 
Final examination of the Institute. 

In the face of the indisputable advance which has 
taken place in professional education in technical 
colleges in recent years, Mr Carter is being quite 
unrealistic in making the remarks he does in his 
article, some of which I have quoted above. Yet his 
views are not dissimilar from many other members 
of the Institute, who, like the ostrich, bury their 
heads in the sand and are thus unable to see benefits 
that will accrue to the entire accountancy profession 
by taking advantage of the educational facilities avail- 
able at technical colleges. Let us hope that there are 
also many enlightened members of the Institute who 
can help to remove the dislike for change which 
appears to inhibit their more conservative fellows. 

Yours faithfully, 

H. LIVESEY, 
B.A.(ADMIN.), B.COM.(LONDON), 
Head of Department of Commerce, 
COLLEGE or TECHNOLOGY, SWANSEA. 


Sir, ~ I should like to comment on Mr R. J. Carter's 
article in your issue dated April 7th. I was shocked 
to have such opinions emanate from a responsible 
source and especially from someone who is closely 
connected "with the training of future accountants. 
I feel that the attitude is a purely negative óne and 
can be paraphrased by saying something like this: 
‘Accountancy is a very unimportant job and really 
nothing much more is involved than book-keeping 
and advising small traders on their income tax 
problems. It would therefore be a waste of time to 
give a decent education to prospective accountants.’ 


Tt is this attitude which will deprive accountants 


of their rightful professional standing as advisers to. 


commerce and industry. 

Industry is becoming more and more complex yet 
the techniques of the profession are not keeping pace. 

No one would deny the need for detailed practical 
experience but this surely does not mean that a sound 
academic foundation is to be decried. If the present 
Universities Scheme is considered inadequate or 
inappropriate it should be the task of the accountancy 
profession to create a better scheme. The sooner this 
need is realized by the leaders of our profession, the 
better it will be for both present and future accountants. 

Yours faithfully, 


London Wr. Е. М. KEVEHAZI, F.c.a. 
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Football Club Transfers 


Sir, – The ways of football club finance may seem a 
trifle ‘confusing’ to Mr J. T. H. Williamson (March 
31st issue), but I can assure him that professional 
football players are treated as current items cf 
expense in the accounts of football clubs. There- is 
certainly no capitalization of any player, since who 
could really define his value when this is liable to 
disappear in a matter of minutes following an accident? 

The cost of acquisition of players is charged as an 
expense after crediting to the account income 
received for any players disposed of. The accounts 
of many professional clubs would be interesting if 
studied to see how profits or losses on the year's 
trading arise, very often as the result of debits or 
credits in the transfer fee account; in fact, some clubs 
only survive by such credits. 

I cannot let the comments of the Secretary of the 
West Ham United Football Club go unchallenged 
when he says (in the footnote to Mr Williamson's 
letter) that 'the transfer money may be included in 
accounts for different years’. Transfers are the subject 
of formal contracts between clubs which give rise to 


debtors and creditors. These contracts are registered - 


both with the Football League and the Football 
Association which gives them an enforceability. Тће 
mere arrangement for the satisfaction of liabilities 
by instalment раупеп:з does not change the funda- 
mental accounting for debtors and creditors. Debt 
or credit is taken for «де full amount of transfer fees 
in the year of the contract, whether payable or 
receivable by instalment payments. This follows 
correct accounting practice and whatever the pro- 


‘cedure in relation to the club mentioned above mzy 


be, I feel sure that it is not the general practice to Go 
other than follow correct accounting procedure. 
| Yours faithfully, 
H. ROBINSON, r.c.a. 
Director, 
NonwicH Crry FoorBALL Слов Lr». 


Norwich. 


How to Decimalize the Currency 


Sig, - Further to Mr William Phillip’s article in 
The Accountant of April 14th, may I remind you that 
many years ago H. G. Wells wrote a short story 
entitled The Country of the Blind, in disproof of the 
proverbial saying that in the country of the blind the 
one-eyed man is king. What happened in that sto-y 


was that the inhabitants insisted that a stranger,' 


blessed with sight, who had come amongst them must 
be blinded. I have y2t to come across a reasoned 
statement from any competent inhabitant of a 
country using such a one-eyed currency as the deci- 
mal, which convincingly argued that we ought to be 
similarly afflicted by compulsion. This will indeed be 
the country of the blind if the British people permit 


the politicians to deprive them of the convenience of : 


twelve pence in the shilling. 
Y ours faithfully, 


London EC4. P. D. CONSTABLE. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


REPORT OF THE COUNCIL FOR 1961 


We reproduce below the annual report! of the Council for the year 1961 to be 

presented to the eighty-first annual meeting of The Institute of Chartered Accountants 

in England and Wales to be keld on Thursday, May 3rd, 1962, at 2 p.m. in the Hall 
of the Chartered Insurance Institute, 20 Aldermanbury, London EC2. 


Royal Charters and Bye-laws 


1. Тће amendments to clauses 18 and 31 of the supple- 
mental Royal Charter of 1948, as approved by the members 
in general meeting on May 3rd, 1961, and at the subsequent 
confirmatory meeting on June 7th, 1961, were allowed by 
Her Majesty in Council on October 24th, 1961. The 
amendments to bye-laws 2, 42, 54, 58, 61, 62, 63, 79 and 85 
as approved by members on May 3rd, 1961, were allowed 
by the Lords of Her Majesty’s Most Honourable Privy 
Council on October 24th, 1961. 


2. The general effect of those amendments ‘except bye- 
law 63 referred to in paragraph 73) is as follows: 


(а) most of the references to ‘England and Wales’ and 
"England or Wales’ in the Royal Charters and bye- 
laws have been replaced as from October 24th, 1961, 
by references to ‘the United Kingdom’; the purpose 
is to enable an associate or a fellow in practice as a 
public accountant in Scotland or Northern Ireland to 
take articled clerks under precisely the ѕап-е conditions 
as an associate or fellow in practice in England or 
Wales; 

(b) as a consequence of (a), the annual subscriptions of 
members resident in Scotland or Northern Ireland 
(whether or not in practice) have, as from January 1st, 
1962, been at the same rates as those >f members 
resident in England or Wales instead of, as hitherto, 
the rates applicable to overseas members: 

(c) ‘Practice’ now means practice as a public accountant 
in any part of the world (instead of in England or 
Wales only) except where otherwise provided. 


President and Vice-President 


3. At a meeting of the Council held on Wednesday, June 
7, 1961, Mr Paul Francis Granger, F.c.a., Nottingham, 
was elected President for the ensuing year in succession to 
Mr Sidney John Pears, F.c.A., London. Mr Percy Frederick 
Carpenter, F.c.a., London, was elected Vice-President. 


Resignations from the Council 


4. 'The Council has to report with regret the resignations 

of the following from membership of the Council: 

Mr Charles Maxwell Strachan, O.B.&., F.c.a., Hull, a 
member of the Council since 1949. He was a past 
chairman of the District Societies Committee and had 
been vice-chairman of the Parliamentary and Law 
Committee since 1959. . 

Mr Kenneth George Shuttleworth, в.с.л., Sheffield, а 

member of the Council since 1948. 


New Members of the Council 


5. The vacancies on the Council caused by the resig- 
nations reported above have been filled as follows and in 
accordance with bye-law 13 a resolution confirming the 
appointments will be submitted to the annual meeting: 

Mr Ralph Gordon Slack, M.A., Е.С.А., Hull. 

Mr Alfred Gordon Thomas, F.c.a., Sheffield. 


1The Appendices and some references to them in the -eport are not 
reproduced. 


Retirement and Election of Members of the 
Council 


6. For the rr vacancies in the membership of the 
Council which required to be filled at the annual meeting 
on May 3rd, 1961, there were 12 nominations including the 
rr members retiring by rotation, A ballot was taken at the 
meeting and as a result the rr retiring members were re- 
elected. 


7. The following eleven members of the Council retire 
under bye-law 5 and are eligible for re-election. The names 
of these members (other than the ‘Society’s appointed mem- 
bers’ whose position is governed by clause 18 of the Scheme 
of Integration) have been referred to the district societies 
concerned and the Council recommends their re-election: 

Mr Henry Alexander Benson, С.В.Е., F.C.4., London. 

Mr Percy Frederick Carpenter, F.C.A., London. 

Mr Doneld Victor House, F.c.a., London 

Mr Eric Norman Macdonald, р.в.с., F.C.A., Liverpool. 

Mr James Henderson Mann, M.B.E., M.A., F.C.A., London. 

3Mr Frank Edward Price, F.c.A., Newport, Mon. 

Mr Lawrence William Robson, F.c.a., London. 

Mr John Dennis Russell, M.A., F.C.A., London. 

Mr John Colin Montgomery Williams, r.c.A., Swansea. 

Mr Robert Pearson Winter, C.B.E., M.C., T.D., D.L., F.C.A., 

Newcastle upon 'Tyne. 
?Sir Richard Ernest Yeabsley, С.В.Е., F.C.A., London. 


Council and Committee Meetings 
8. During the year 1961 the Council met on rx occasions, 


‘on each of which both special and ordinary meetings were 


held. The following committees held meetings totalling 220 
as follows: 


Applications .. ae XX General Purposes .. 11 


Articled Clerks ose Ч Investigation a та 
Consultative Commit- Library 54 EE: 
tee of Members in Overseas Relations 3 

Commerce and In- Parliamentary and 
dustry г ia. 4 Law .. Ба .. м 
Disciplinary .. 1. 15 P. D. Leake .. TON: 
District Societies .. 4 Public Relations .. 10 
Examination .. eS Summer Course e d$ 
Finance Ла ¿Z T "Technical Activities 5 

Special committees and subcommittees 
of standing committees — .. .. 96 


The foregoing table does not include meetings. with 
representatives of other bodies on matters requiring joint 
consideration; nor does it include 'l'axation and Research 
Committee meetings which are recorded separately in 
paragraph 119. 


Committee on Relations with the Universities 


9. At its meeting on October 4th, 1961, the Council 
appointed 2 Committee on Relations with the Universities 
with the following terms of reference: 

‘To consider methods by which closer collaboration 
with the universities might be achieved.’ 





2 Denotes 'Society's appointed member’, 
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Annual Church Service 


xo, The annual church service was held at 1 p.m. on 
Wednesday, July sth, 1961, at St Margaret's Church, 
Lothbury, EC2, and was attended by the President and 
members of the Council as well as by a number of other 
members of the Institute. The service was conducted by 
the Rector, the Rev. A. John Drewett, M.A., в.5с., and the 
Lesson was read by the President. The collection for the 
benefit of The Chartered Accountants’ Benevolent Associa- 


tion amounted to £47. | 


11. The service in 1962 will be held at.12.45 p.m. on 
Wednesday, July 4th, at St-Margaret’s Church, Lothbury. 


The Council hopes that as many as possible of the members . 


of the Institute will attend. 


Я Hospitality *o od 

12. 'The President's Dinner was held on the evening of 

May 2nd, 1961, the day preceding the annual meeting of 

the Institute. The dinner was held at the Drapers’ Hall by 

kind permission of the Worshipful Company of, Drapers. 

The names of those present were reported in Accountancy 
for May 1961, and The Accountant of May 6th, 1961. 


` x3. The President and members of the Council enter- 
tained The Lord Mayor of London, Sir Bernard Waley- 
Cohen, at a luncheon in the Oak Hall on October 3rd, 1961. 
Other guests were Mr Sheriff C. S. P. Rawson; Mr Deputy 
H. W. Keith Calder, с.в.к. (Chief Commoner); Mr Deputy 
O. С. Sunderland, r.c.a. (Chairman of Bridge House 
"Estates Committee); Mr Rodway Stephens, F.c.a. (Chair- 
man of Coal and Corn and Finance Committee); Mr Leslie 
B. Prince, M.A., Е.С.А. (Chairman of Rates Finance Com- 
mittee); Mr W. B. Holden, F.c.a. (Chairman of Central 
Markets Committee); Мг K. В. Cork, r.c.4. (Chairman of 
Music Committee); Mr R. J. Hayward, C.B.E., R.D., F.C.A. 
(Chairman of Officers and Clerks, Committee); Mr Deputy 
Е. F. Wilkins, r.c.a. (Chairman of Barbican Committee); 
Sir Irving Gane, K.c.v.o. (City Chamberlain); Mr E. Н. 
Nichols, T.D., B.A., LL.B. (Town Clerk); Mr Desmond Heap, 
LL.M, (Comptroller and City Solicitor); Mr Paul С. Davie, 
B.A, (Remembrancer); Brigadier R. F. S. Gooch, р.5.0., M.C., 
M.A, (Secretary to the Lord Mayor); Mr R. S. Walker, 
F.R.LC.S. (City Surveyor); Mr E. G. Chandler, F.R.I.B.A. 
(City Architect); Brigadier Р. Clapham, О.в.. (Common 
Cryer and Serjeant-at-Arms); and Colonel G. E. P. 
Hutchins, D.s.0. (City Marshall). | 


14. Тће President, Vice-President and chairmen of 
committees of the Council entertained The Viscount De 


L/Isle, V.C., P.C., G.C.M.G., K.ST.J., D.L., M.A, F.C.A., at à ` 


luncheon in his honour in the Oak Hall on June 27th, 1961, 
prior to his departure for Australia to take up his appoint- 
ment as Governor-General. 


15. The President, with some members of the Council 
and the Secretary, has entertained guests at luncheon at the 
Dorchester Hotel as follows: š 


April x4th, 1961. The Viscount Chandos, P.C., p.s.o., М.С. 
(Chairman, Associated Electrical Industries Ltd); The 
Lord Heyworth (Chairman, Unilever Ltd, 1942-60); 
The Viscount Kilmuir, P.C., G.c.v.o. (Lord Chancellor); 
The Rt Hon. Ernest Marples, M.P., Е.С.А. (Minister of 

Transport); Sir Cyril Musgrave, к.с.в. (Chairman, 
Iron and Steel Board); Sir Richard Powell, K.B.E., 
C.B., C.M.G. (Permanent Secretary, Board of Trade); and 


The Rt Hon. Alfred Robens (Chairman, National Coal. 


Board). . 

July 27th, 1967. Dr А. R. Beeching (Chairman, British 
'Transport Commission); The Rt Hon. Sir Norman 
Brook, с.с.в. (Joint Permanent Secretary, The 
Treasury); The Lord Milne, С.А. (Master, The Grocers 
Company); The Lord Radcliffe, P.C., с.в.в. (Lord of 

. Appeal); and Sir Ivan А. R. Stedeford, c.B.E. (Chair- 
man, Tube Investments Ltd). 


December Ist, 1961. Мт Anthony Barber, T.D., М.Р. 
(Economic Secretary to the Treasury); The Lord 
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Bishop of London, с.в.в., D.D., D.C.L.; Sir Мет 
Haley, K.c.M.G. (Editor, The Times); Sir Alexancer 
Johnston, K.B.E., C.B. (Chairman, Board cf Inland 
Revenue); Mr Geoffrey Lawrence, Q.C. (Chairman, 
General Council of the Bar); and Sir Basil Smallpeice, 


K.C.V.O., F.C.A. (Managing Director, British Overseas- 


Airways Corporation). 

February 1517, 1962. Mr Arthur J. Driver (President of 
the Law Society); Mr Victor C. Ellison, м.с., т.р. 
(Chairman, Тће Cement Marketing Co Ltd); The Rt 


Hon. F. J. Erroll, T.D., м.р. (President of the Board оѓ. 


Trade); Dr Peter S. Noble (Vice-Chancellor, Тће 
University of London); Sir Thomas Padmore, к.с.в. 
(Second Secretary, The Treasury); and Mr. C. R. 
Sopwith, F.c.A. (The Public Trustee). 


Visitor to Meeting of the Council 


‚ 16. At its meeting held on May 3rd, 1961, the Council 
was pleased to welcome Mr John A. Wilson, the President 
of The Canadian Institute of Chartered Accountants. 


· Banquet in Guildhall 


r7. A notice was issued to members on January 19th, `` 


1962, inviting, them to apply for tickets for an Institute 
banquet in Guildhall on Thursday, May 3rd, 1962. Among 
the guests will be The Lord Mayor of London, Sir Frederick 
Hcare, and The Lord Chancellor, The Viscount Kilmuir, 
P.C., G.C.V.0., who will propose the toast of the Institute. 
Other members of Her Majesty’s Government and represen- 
tatives of overseas accountancy bodies have been invited. - 


- 18. The President, in his address at the annual meeting 
on May 3rd, 1961, announced that by way of an experiment 
the Council had decided to arrange an entirely new form of 
annual meeting in 1962. Accordingly a draft plan was agreed 
which, in addition to the annual meeting, envisaged the 
holding of a number of group discussions concluding the 
day with a banquet in Guildhall. Unfortunately, it was not 
possible to obtain suitable accommodation on a date wken 
Guildhall would also be available and when the Lord 
Mayor would be able to bé present. Members were therefore 
notified on November 14th, 1961, that it had been decided 
to defer the experiment of group discussions for a further 


year but that, as now indicated in the preceding paragraph, a-—» 


banquet will be held in Guildhall on the evening of May 3rd, 
1962, the day of the annual meeting. . i 


Membership Changes 


19. The number of new members admitted during the 
year 1961 was 1,692 including 562 admitted under the 
Scheme of Integration (3 members of The Society of In- 
corporated Accountants, 2 former members of the Society 
and 557 students of the Society). Eight former members of 
the Institute resumed membership through revocation of 
exclusion, 4 through readmission after resignation and 
one after a period of suspension from membership. Under 


clause 22 of the supplemental Royal Charter 33 members - 


were excluded (24 of them for non-payment of subscriptian). 
The resignations of 32 members and the deaths of 279 
members were reported, 


20. During the year 1961 three applications for revocation 
of exclusion from membership were refused and one 
application for admission to membership was refused. 
Three notices of resignation from membership were not 
accepted. 


21. The admission of 2 members became void under 
bye-law 41 through non-payment of the admission fee. One 
of them was later admitted and is included in the total of 
1,692 in paragraph x9 above. The other did not make a 


. further application in 1961. 


22. 'The number of members of the Institute on January 
1st, 1962, was 35,228 compared with 33,867 on January rst, 
1967, an increase of 1,361. A summary of the changes is 


$, 
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given in the table in the Appendix, page 71. As a con- 
sequence of the substitution of ‘the United Kingdom’ for 
most of the references to ‘England or Wales’ im the Royal 
Charters and bye-laws (see paragraph 2) the taEle has been 
adjusted to reflect the reclassification of 180 members in 
Scotland or Northern Ireland who were previously classified 
‘not in England, or Wales’ and are now classified as ‘in 
practice’ or ‘not in practice’ in the United Kingdom. 


Fellowship 


23. During the year 1961 the number of associates who 
became fellows on the basis of five years’ practice was 126 
(compared with 165 in 1960). 1,148 associates automatically 
became fellows on January 1st, 1962 (compared with 896 
on January rst, 1961). 


Use of the letters F.S.A.A. 


24. During the year 1961 the Council approved applica- 
tions under clause 4 (b) of the Scheme of Integretion from 3 
incorporated accountant members A.S.A.A. -o use the 
letters F.S.A.A. (compared with none in 1960). €6 incorpor- 
ated accountant members A.S.A.A. automaticelly became 
incorporated accountant members Е.5.А.А. on 'anuary 186, 
1962 (compared with 63 on January 1st, 1961). 


Incorporated Accountant Members becoming 
Associates 


25. Duxing the year 1961 the Council approved applica- 
tions from 6 incorporated accountant memberz eligible to 
become associates in accordance with clause 6 of the Scheme 
of Integration (compared with 5 in 1960). 


Notices to Members Overseas 


26. At its meeting on November ist, 1961, Һе Council 
decided that for overseas members the anrual report, 
notices convening meetings and notices which invite mem- 
bers to reply as a matter of urgency, should in future be sent 
by air mail. 

List of Members 


27. The 1962 List of Members was published cn February 
16th, 1962. Distribution to those members who completed 


_ the reply-card stating that they wished to have a copy was 


six completed on March 3oth, 1962. A member who wishes 


to receive a copy of the 1963 List of Members is asked to 
complete the reply-card which accompanies this report and 
to return it forthwith. 


Members’ Handbook 


28. Since the last report the following supplements to the 


Members’? Handbook have been issued: 


Supplement No. 9, issued on August 16th, 1961, con- 
taining the first of a series of Statements cn Auditing, 
General Principles of Auditing (section Ur) 


` Supplement №. ro, issued on March 15th, 1962, con- 
taining Statement on Auditing No. 2, Simck-in-trade 
and Work in Progress (section U2). 


Disciplinary Action 
29. Details are given in the Appendix, pags 72,1 of the 
findings and decisions of the Disciplinary Con-mittee, and 
where applicable of the Appeal Committee, since the last 
report, on formal complaints preferred by the Investigation 
Committee in accordance with its duty under bye-law 105. 


` The findings and decisions have been or will Ее published 


in Accountancy and The Accountant. 


30. Lloyd v. The Institute of Chartered Accountants in 
England and Wales. On October 11th, 1961, Mr Justice 
Wilberforce sitting in the Chancery Division dismissed with 
costs an application by a member foz an injuncton restrain- 
ing the Institute by its Council or Disciplinary Committee 


1 Not reproduced. 
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or otherwise from determining the question whether he had 
acted discreditably under the provisions of clause 21 (3) 
of the supplemental Royal Charter of 1948. 


Professional Conduct 


31. The following statement was authorized by the 
Council at its meeting on June 7th, 1961, and published in 
eee for June 1961 [and The Accountant of June 17th, 
19611: 

Ethical Aspects of the Use of Companies by Members in 

Practice 

*The Council has been asked from time to time whether 
there is any ethical reason which precludes a member of 
the Institute from carrying on one or more of the func- 

tions of a public accountant through the medium of a 

company. The Council now makes the following state- 

ment on this matter: 


*(1) The Council emphasizes the personal responsibility . 
of every member of the Institute for his professional 
conduct; this applies regardless of the way in which the 
work of the member is organized and of the medium 
through which it is performed. 


8) A member is not permitted to do under the guise 
or through the medium of a company or firm anything 
which ће is not allowed to do as an individual. 


‘Gii) There is no ethical reason which would preclude a 
member's performance through the medium of an 
unlimited company of which is he a member of any of his 
functions as a public accountant which a company is 
permitted by law to perform. (Members are reminded 
that some functions may not lawfully be so performed, 
for example acting as auditor, receiver or liquidator of a 
company.) There is also no ethical reason which would 
preclude a member from using a limited or unlimited 
company of which he is a member to provide him with 
assistance (such as the provision of staff, accommodation 
and equipment) which he may require in the performance 
of any of his functions as a public accountant. In all cases 
the following provisos apply: 


(a) the company shall at all times observe all the rules, 
and conform to all the standards of conduct, which 
apply to a member in practice; 


(b) while it shall be permissible for the name of the com- 
pany to be similar to that of a member or firm, it 
shall not be indicative of the activities of the com- 
pany; > f 

(c) from the standpoint of ethics the member shall be 
responsible for the conduct of the company and its 
directors and officers as if the company were a firm 
in which he is a partner; 

(d) nothing in this statement shall be taken to authorize 
the use of the designation ‘chartered accountants’ 
by any company; 

(e) the company shall not be used directly or indirectly 
as & means of sharing profits or remuneration of a 
member or firm in a manner contrary to clause 20 
(2) of the Royal Charter. 


*(iv) This statement is limited to matters of ethics and 
does not imply any view on the desirability or otherwise 
of the use of companies for the purposes indicated. It is 
of general application subject only to any special condi- 
tions which may exist anywhere outside the United 
Kingdom. The conditions on which companies were 
permitted to be formed under the Council's 1945 state- 
ment "'Executorship and Trustee Companies" (Members 
Handbook, section E8), which has now been withdrawn, 
will, however, continue to be applied to companies which 
are now operating under the authority of that statement. 
'The Council hopes, however, that such companies will 
be brought into line with the present statement as soon 
as possible or convenient.’ 
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Honours and Decorations 


32. Тће Council congratulates the following members 
who have received honours and decorations since the last 
report: 

G.C.M.G. 


Viscount H. E. De L’Isle, V.C., P.C., K.ST.J., D.L., M.A., F.C.A. 


K.C.V.O. 
B. Smallpeice, B.COM., F.C.A. 


Xnight Bachelor 
C. H. Pollard, С.В.Е., F.S.A.A. 


C.B.E. 


R. M. Chapman, T.D., D.L., М.А., F.C.A., H. H. Goodwin, 
M.B.E, Е.С.А., L. C. Hawkins, F.c.a., А. Е. Lampitt, F.c.a., 
J. Matson, F.C.A., R. D. Sherbrooke-Walker, T.D., D.L., F.C.A. 


ОВЕ. 


H. W. Archer, r.c.4., С. W. Baxter, M.B.E., F.S.A.A., L. F. 
Cheyney, Е.5.А.А., К. R. Cook, M.B.E., F.C.A., J. C. Dickinson, 
Е.С.А., H. Kennewell, Е.С.А., А. W, Lowe, F.C.A. 


M.B.E. 


W. D. Austin, F.c.a., T. Bourne, F.c.a., G. D. Hayden, F.c.a., 
P. R. Johns, r.c.A., А. L. Leggett, F.C.A., С. S. Smith, M.C., 
T.D., F.C.A. 

то. 


E. P. Andrews, Е.С.А., J. Calver-Jones, a.c.a., C. Т. Digby- 
Jones, B.A., F.C.A., J. A. Murray, B.COM., F.C.A., R. I. Slater, 
Е.С.А., P. Taylor, F.C.A 


V.R.D. 
B. Smith, F.c.a., B. J. West, M.A., A.C.A. 


Lord Mayor of Cardiff 


33. The President sent a letter of congratulations to 
Alderman Edward Ewart Pearce, M.B.E., F.C.A., on his 
election as Lord Mayor of Cardiff in May 1961. 


National Public Service 


34. Since the last report the following members have 
accepted appointments of national importance. 'T'he list does 
not include numerous appointments of importance in local 


or regional spheres of public service: 
Member Appointment 

By the President of the Board of Trade, to 
membership of an advisory committee to 
advise on the preparation of forms and 
instructions, and the making of any orders, 
for the census of production to be taken in 
1963 in respect of the year 1962, and for the 
two subsequent annua] censuses. 


By the Minister of Commerce, Northern Ire- 
land, to investigate the position of the rail- 
ways, to make recommendations about their 
future, and to report on the effect which the 
recommendations will have on the transport 
system of the Ulster Transport Authority. 

By the Minister of Health, as chairman of the 
Dental Rates Study Group. 


By the Minister of Housing and Local Govern- 
ment, to membershipof the Ceutral Advisory 
Water Committee for a further period. 


By the Minister of Power, to executive mem- 
bership of the Iron and Steel Board, 


By the Minister of Health, to membership of 
the Board of Governors of the National 
Hospitals for Nervous Diseases. 


By the Minister of Transport, as chairman of 
the committee of inquiry into shipping 
services between Great Britain and Northern 
Ireland. 


By the Chancellor of the Exchequer, as 
chairman of the Iron and Steel Holding and 
Realisation Agency for the period from 
January Ist, 1962, to June 9th, 1963. 


Mr R. D. R. ВАТЕМАМ, 
M.B.E., PCA. 
Mr L. W. ROBSON, БА, 


Mr H. А. Benson, c.B.z., 
F.C.A. 


Sir WILLIAM CARRINGTON, 
Е.С.А. 


Mr J. СОСККАМ, F.C,A. 
Mr R. W: FOAD, Р.С.А. 


Mr J. W. Ноосон, о.в.е., 
FSAA. 


Mr D. V. Hovsz, РАСА, 


Mr W. H. Lawson, C.B.E., 
B.A., F.C.A. 
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By the Minister of Health, to membership of 
the Lycett Green Committee on admini- 
stration and clerica) staffing arrangements 
in the hospital service. 


Sir GRAHAM RowLANDsON, By the Minister of Health, to membership of 
М.В.Е., F.C.A. the Council for Professions Supplementary 
: to Medicine. 


Mr J. D. RUSSELL, M.A., ) By tbe Minister of Housing and Local Govern- 
Y.C.A. ment to membership of the Commission for 
Mr J. M. A. SMITH, Р.С.А, 


New Towns. 
Mr J. M. А. млти, ғ.с.А. By the Chancellor of the Exchequer, to 
membership of the committee of inquiry 


into decimal currency. 
Mr С. R. Зорултн, r.c... By the Lord Chancellor, as Public Trustee. 


Mr M. S. RIGDEN, r.c.4. 
Mr E. D. B. Topp, F.5.4.4. 


Council Nominations to Other Bodies 


35. National Productivity Year. The President has 
accepted an invitation from the British Productivity Council 
to be one of the Vice-Patrons of the British Productivity 
Year which is to be held from November 1962 to November 
1963, and of which H.R.H. The Duke of Edinburgh has 
consented to be the Patron. 


36. Festival of the City cf London ~ July 1962. At the 
invitation of the Lord Mayor of London, the Council has 
appointed the President of the year to serve on the Council 
of the Festival of the City of London, sponsored by the 
City Arts Trusts in association with the Arts Council and 
to be held between July oth and 21st, 1962. 


37. National Council for Quality and Reliability. On August 
and, 1961, the Council decided that the Institute should 
become a constituent member of the newly-formed National 
Council for Quality and Reliability and appointed Mr J. 
Clayton, F.C.A., as the Institute's representative on that 
Council. 


38. Trustee Savings Banks Inspection Committee. The 
Council has reappointed Mr У. G. Densem, F.C.A., to be 
a member of the Trustee Savings Banks Inspection Com- 
mittee for a period of four years from November 213%, 1961. 


39. London Chamber of Commerce. On April 5th, 1961, the 
Council nominated Mr J. D. Russell, M.A., F.C.A., as one of 
the two honorary auditors of The London Chamber of 
Commerce for a period of three years. 


40. City of London College. 'The Council has reappointed 
Mr P. F. Carpenter, F.C.A., to represent the Institute on the 


governing body of the City of London College for a further =s. 


term of three years from March 1961. 


41. Joint Committee for the Award of Diplomas in Manage- 
ment Studies. Mr A. W. Howitt, M.A., F.C.A., has been ap- 
pointed as the Institute's representative on the Joint 
Committee set up by the Minister of Education for the 
Award of Diplomas in Management Studies. 


42. Professional Classes Aid Council, On June 7th, 1961, 
the Council reappointed Mr J. А. Allen, F.c.a., as the 
Institute's representative on the Professional Classes Aid 
Council for a further term of three years. 


Library 


43. Activity. 'The following figures show the extent to 
which the library has been used in recent years: 


Year Attendances Books lent 
1957 9,375 4,459 
195 11,295 6,783 
1959 12,332 6,710 
1960 12,143 6,922 
1961 14,037 7,270 


44. Collection of early books. The following important 
additions have been made to the Institute's collection of 
early books: 7 

Pacioli (Luca): Divina Proportione: opera a tutti glingegni 

perspicaci e curiosi necessaria ove ciascun studioso di 
Philosophia, Prospectiva, Pictura, Sculptura, Archi- , 
tectura . . . Luca Pacioli 1509. (This completes the 
Institute’s collection of all the known printed works of 
Luca Pacioli.) í 
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Josephus Unicornus: De l'arithmetica Universale . . . 
Venice. 1598. 


45. Short list. А new edition dated August 1961 of the 
Short List of books in the Library is available to members, 
without charge, from the Librarian on receipt of an addressed. 
label. (This supersedes the August 1959 edition and the 
third cumulative supplement issued in June 1961.) The 
Short List is sent to each new member on admission. 


Appointments Register 


46. 'The number of members who were enrolled on the 
appointments register in 1961 was slightly less than in the 
previous year. The decrease was, however, mainly confined 
to the younger members, there being a significant increase 
in the number of those over 45 years of age making 
use of the register. Assistance in finding employment for 
these members is therefore especially welcome. The number 
of vacancies notified by employers during 1961 showed a 
considerable fall as compared with the previous year 
although there continued to be a very wide demand for 
young members. Тће number of members placed through 
the register was slightly higher than in 1960. Members are 
particularly requested to bring the facilities provided 
through the register to the notice of prospective employers. 


Deaths of Members 


47. Тће names of members whose deaths have been 
reported up to the date of preparing this report are given in 
the Appendix. These include: 

Mr Geoffrey Bostock, F.c.a., one of the Institute's auditors 
from 1934 to 1958. The President sent a message of 
sympathy to the family and partners. 

Mr George Oliver May, F.C.4., who had been a member 
since 1897. He played an outstanding part in the 
development of the profession both in the U.S.A. and 
in the wider international field. He had for many years 
been a leading member of 'The American Institute of 
Certified Public Accountants. À message of sympathy 
was sent to the family and the American Institute. 


Institute Examinations in 1961 


48. Examinations were held in May and November 1961» 
the Preliminary examination in London and Manchester 


Ax" and the Intermediate and Final examinations in London, 
Birmingham, Cardiff, Leeds, Liverpool, Manchester and 


Newcastle upon 'T'yne; in addition the Intermediate exami- 
nation was held in Bristol and Nottingham. The following 
were the results: 











Comparative 
Passed Failed Total totals 
Е | Candidates 7960 
Preliminary .. 128 305 433 478 
Intermediate 1,883 2,164 4,047 4.184 
inal 1,506 1,688 8.194 2,992 
Totals .. 3,517 4,157 7,674 7.654 





The Council wishes to place on record its appreciation of 
the administrative work undertaken by district societies in 
connection with the holding of examinations. 


49. Disqualification of examination candidates. 'The' 
following statement was published in Accountancy for 
October 1961 and The Accountant of October 14th, 1961: 


‘The Chairman of the Examination Committee reported 
that a candidate in the May 1961 Final examination and a 
candidate in the May 1961 Intermediate examination were 
discovered attempting to cheat, one of the candidates 
being found to be in possession of notes in the exami- 
nation room during one of the papers. The committee 
had, after inquiry, disqualified both candidates and 


informed them that they would not be allowed to present . 





1 Not reproduced. 
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themselves for examination on any subsequent occasion. 


so. Notification of results. At its meeting on May 3rd, 1961, 
the council authorized the issue of a statement [The 
Accountant, May 13th, 1961] setting out a new procedure 
for notifying results to candidates, the object being to reduce 
the candidates’ waiting period. The new procedure was fol- 


“lowed for the May and November 1961 Intermediate and. 


Final examinations. 


Final Examination Syllabus 


51. In the syllabus for the paper on English Law (Part П) 
in the Final examination the item referring to “Trusts, as 
contained in the Trustee Act, 1925' has been altered to refer 
to ‘Trusts, as contained in the Trustee Act, 1925, and the 
'Trustee Investments Act, 1961'. An announcement to that 
effect was made by the Council on February 7th, 1962, and. 


- published in Accountancy for February 1962 [and The 


Accountant of February 17th, 1961]. 


Final Examination of the Society 


52. Examinations were held in May and November 1961 
in London, Belfast, Birmingham, Cardiff, Dublin, Glasgow, 
Leeds, Liverpool, Manchester and Newcastle upon Tyne. 
'The following were the results obtained by candidates for 
membership of the Institute: 





Passed Failed Total 
Final 
Parts 1 and II together .. s 3 8 6* 
Part I оп T ats Ба ot 7 16 
Part ПІ only èx s .. 121 58 170 





T In addition to the 112 who have completed the Final examination by 
passing Part II, 2 of the 9 successful candidates in Part I had already 
passed Part 11 and have therefore now completed the Final examination, 


* In addition, 1 candidate who sat for both parts passed in Part I only. 


The Final examination of The Society of Incorporated 
Accountants, was held for the last time in November 1961. 
Former students of the Society who registered as a result 
of the Scheme of Integration and who are eligible to present 
themselves for a Final examination must now apply to sit 
for the Final examination of the Institute. At its meeting 
on February 7th, 1962, the Council placed on record its 
appreciation of the services rendered by the Society's 
Board of Examiners. | 


South African Special Final Examination 


53. Тће South African Special Final examination was 
held in South Africa and Southern Rhodesia in May and 
November 1961. Тће examination was passed by 17 candi- 
dates and failed by 2 candidates. 


54. At its meeting on March 7th, 1962, the Council 
authorized the following statement which was published in 
Accountancy for March 1962 [and The Accountant of March 
17th, 1962:] 

*The Scheme of Integration between The Institute of 
Chartered Accountants in England and Wales and The 
Society of Incorporated Accountants provided that the 
Special Final examination of the Society held in South 
Africa and in Southern Rhodesia should be held until 
December 1967 “if and so long as the Council of the 
Institute considers it necessary and practicable to do $0”. 
The examination, which was conducted by the Society 
for many years in May and November annually, may be 
taken only by those former students of the Society who 
registered with the Institute as a result of the Scheme of 
Integration; no other person is eligible. 

"The Council of the Institute has decided that from 
May 1962 the examination will be held in May only of 
each year, subject to its right under the Scheme to 
discontinue the examination before 1967. 

*Any former student of the Society who registered with 
the Institute under the Scheme of Integration and who 
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has not received a communication incorporating the fore- 
going information is invited to write to the Secretary of 
the Institute, Moorgate Place, London ECa.' 


Examination Prizes and Certificates of Merit 


. 55. 'The names of the candidates awarded prizes and certi- 
ficates of merit in the Institute's examinations held in 1961 
are given in the Appendix, page 781. Тће President presented 
prizes and certificates of merit in the Oak Hall. Candidates 
accompanied by their relatives and friends were entertained 
to tea and given the opportunity of seeing the Council 

- Chamber, the Committee Room and the Library. 


The C. W. Boyce Prize 


56. Chartered Accountants Charities Ltd, as trustee of 
the Institute Prize Trust Fund, has accepted a special 
donation of £250 contributed by many friends in Bradford 
of the late Charles William Boyce, c.B.E., F.C.A., on the 
understanding that not less than seven guineas will be 
made available half-yearly for C. W. Boyce Prizes. Mr Boyce 
was a member of the Council from 1935 to 1957 and was 
President for the year 1951—52. Тће C. W. Boyce Prize will 
be awarded in the Final examination to the student of the 
Bradford and District Chartered Accountant Students' 
Society who obtains the best results in the examination аз a 
whole; an announcement to that effect appeared in Account- 
ancy for October 1961 [and The Accountant of October 14th, 
1961]. The first award was made in respect of the November 
1961 Final examination. 


The Charles M. Strachan Prize 


57. Chartered Accountants Charities Ltd, as trustee of the 
Institute Prize Trust Fund, has accepted a gift of £900 Hull 
Corporation 33 per cent Irredeemable stock First Issue from 
Mr Charles Maxwell Strachan, О.В.Е., F.C.A., on the under- 
standing that not less than fifteen guineas will be made 
available half-yearly for Charles M. Strachan Prizes. The 
Council has acknowledged with gratitude this gift by Mr 
Strachan who was a member of the Council from 1949 to 
1961. At its meeting on February 7th, 1962, the Council 
decided that the Charles M. Strachan Prize shall be awarded 
in the Final examination to the Candidate (other than the 


candidate taking any other prize) who obtains the highest · 


number of marks in the examination; an announcement to 
that effect appeared in Accountancy for February 1962 [and 
The Accountant of February 17th, 1962]. The first award 
was made in respect of the November 1961 Final examina- 
tion, 


Exemption from the Preliminary Examination 


58. Bye-law 78. Certificates of exemption from the 
Preliminary examination were issued during the year 1961 
to 3,336 persons who had passed exempting examinations 
compared with 3,067 in the previous year. 


59. Executive Class Written Open Competition Examination. 
At its meeting on June 7th, 1961, the Council decided that 
the Executive Class Written Open Competition Examination 
of the Civil Service Commission should be added to the 
list of examinations recognized under bye-law 78 (b) for 
the purpose of exemption from the Preliminary examination 
and that a candidate relying upon that examination should 
be required to have obtained a pass in one of the optional 
mathematical subjects available on the syllabus. An 
announcement to that effect was published in Accountancy 
for June 1961 [and The Accountant of June 17th, 1961]. 


60. Bye-law 79. Exemption from the Preliminary exami- 
nation was granted during the year 1961 10 21 applicants 
under bye-law 79. One application was refused. (The num- 
ber of applications granted in 1960 was 37.) This bye-law 
relates to persons,-not being under the age of 30 years, 

` who at the date of application had been for ten years con- 
tinuously in employment as clerk tó a member or members 
in practice. 


+ Not reproduced. 
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61. Bye-law 81. During the year 1961 permission was 
granted to 3 applicants to sit the Intermediate examination 
earlier than normally eligible; and 6 applications тега 
refused, (Thenumbers in 1960 were 8 granted and 3 refused.) 


62. Bye-law 86 (a). During the year 1961 permission was 
granted to ro applicants to sit the Final examination earlier 


‘than normally eligible; and 8 applications were refused, (Tha - 


numbers in 1960 were 19 granted and 3 refused.) 


Education and Training Committee 


63. At its meeting on April sth, 1961, the Council 
authorized the issue of the following statement which was 
published in Accountancy for April 1961 {and The Account- 
ant of April 15th, 1961]: 


‘The-Council received the report of the Education and Training 
Committee. 

‘The Council expressed its warm thanks to the chairman, Mr W. E. 
Parker, C.B.X., Е.С.А., and to the members of the committee, especially 
those who are not themselves members of the Council. It also expressed 
its gratitude to the many persons inside and outside the membership 
of the Institute who have assisted the committee with evidence anc 
advice, and the Secretariat which has served the committee so well. 

“It was decided that the report should be referred to the appropriate 
committees of the Council and to the committees of the district societies. 
Until these committees have given the report the close study which it 
requires the Council will not be in a position to indicate its own attizude 
to the various recommendations. In the meantime, therefore, although 
the Council has agreed to publication the report should not be looked 
upon as giving any indication of the views of the Council. 

‘Copies of the report may be obtained free of charge on application 
to the Secretary, Moorgate Place, London EC2, on and after Friday, 

` May 5th, 1962." 


The report of the committee has been considered in detail 
by the Council in the light of the comments made by the 
committees of the Council and the committees of the district 
societies. The Council has adopted in principle many of the 


· recommendations made in the report and others are still 


under consideration, The relevant committees are consider- 
ing the financial implications and, where applicable, the 
procedure and time-table for implementation. There will be 
consequential alterations to the Royal Charters and bye-laws. 
Meanwhile announcements will be made from time to time 
by the Council but no member, student or prospective 


-student should take any course of action based on the 


assumption that a particular recommendation will be im- 
plemented. E 


64. In view of the increasing part being played by tech- 


k. 


- 


nical and commercial colleges within the educational system, у 


the Council has decided to examine the scope for assistance 
from such colleges on a wider scale than is envisaged in the 
report ofthe Education and Training Committee. 


Articles of Clerkship 
65. Registrations. During the year 1961 the number of 
articles of clerkship registered was 3,240 compared with 
2,992 in 1960. ` А 
66. Service under articles in Scotland and Northern Ireland. 
As stated in paragraph 2 the Royal Charters and bye-laws 


have been amended so that associates and fellows in practice ` 


in Scotland or Northern Ireland may take articled clerks 


under precisely the same conditions as associates and fellows ` 


in practice in England or Wales. 


67. Permitted number of articled clerks, At December 31st, 
1961, permission under bye-law 56a to take additional 
articled clerks was in operation for the partners in 55 firms, 
who had been allowed 787 additional clerks. ; 


68. Refusal to register articles of clerkship. An applicant for . 


exemption from the Preliminary examination who admitted 
forging a letter submitted in support of the application was 
informed that the Council will refuse to accept for registra- 
tion articles of clerkship to which he is a party. An articled 
clerk whose articles had been cancelled because of theft by 
him was informed that further articles to which he is a party 
will not be registered. 


69. Disciplinary Committee. Since the last report the 
Disciplinary Committee has considered formal complaints 
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..preferred by the Investigation Committeee against three 


articled clerks. The findings and decisions of the Disciplinary 
Committee in respect of two of these clerks are recorded in 
the A»pendix!, and have been reported in Accountancy and 
The Accountant. In respect of the third clerk the Disciplinary 
Committee decided to take no action. 


то. Prescribed clauses. Two applications were received and 
one. was granted during the year 1961 for permission to 
waive the inclusion of certain provisions prescribed under 
bye-lew 51 for inclusion in all articles. (In 1960 one appli- 
catior. was made and was granted.) | 

71. Bye-law 57 During the year 1961 permissión was 
granted to 22 articled clerks to follow, while under articles, 
another business or occupation to the limited extent specified 
in their applications; and 2 applications were refused. (The 
numbers in 1960 were 18 granted and none refused.) 

72. Bye-law 58 (с). During the year 1961 permission was 
granted to 38 articled clerks wishing to spend periods not 
exceeding six months in an industrial, commercial or other 
suitable organization; and 2 applications were refused. (The 
numbers in 1960 were 31 granted and one refused.) 


Concessions to Former Regular Officers 


73- In the last report (paragraphs 52 and 63) the Council 
recorded its decision to use its powers under bye-law 63 in 
favour of former regular officers of H.M. Forces who satisfy 
certain conditions; and in accordance with the resolution 
passed at the annual meeting on May 3rd, 1961, the bye-law, 
has been amended by removing the requirement that the 
national service shall have been during war or any other 
period of national emergency. То the end of the year 1961 
the Council granted 5 applications under bye-law 63 (c) 
for a reduction of one year in the period of articled service. 
One application was refused. No applications were received 
under bye-law 63 (a) for exemption from the Preliminary 
examination. 


Recruitment of Articled Clerks 
74.'The Council has continued its efforts to make students, 


“parents and careers advisers more aware of the many aspects 


and advantages of a career as а chartered accountant, ЈЕ has 
relied greatly on the work of district societies, branches, 
groups and individual members in fostering contacts with 
schools and youth employment officers and in arranging for 
representation at careers conventions and exhibitions. 


75. More than one hundred members of the Institute in 
most parts of England and Wales have been nominated by 
district societies to give advice concerning entry into articles 
and, where required, to give introductions to members with 
vacancies for articled clerks. The names and addresses of 
the members so nominated have been sent to all schools in 
England and Wales at which рир:з remain to the age of 
16 and beyond, to university appointments officers and to 
the youth employment service. 


76. For Greater London, the individual advisory and 
introductory service is undertaken by the staff of the 
Institute. Over 7oo interviews took place in 1961 and more 
than 400 students entered articles with members to whom 
they had been introduced by the Institute. 


77. Members who are prepared to accept students from 
overseas are strongly recommended to make use of the 
introductory service provided by the Institute. It is in the 
best interests of members and students that this service 
should be regarded as the normal method of introduction 
for overseas students. Attention is therefore drawn to the 
statement issued by the Council in June 1961 [The Account- 
ant, June 17th, 1961]. ` 


78. New editions of the booklets Why Not Become a 
Chartered Accountant? and The Chartered Accountant: A 
Career for Graduates have been widely circulated and the 
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Central Youth Employment Executive has repeated the half- 
yearly comprehensive distribution to schools of the booklet 
General Information and Syllabus of Examinations. 


_ 79. Advertisements and contributed articles have appeared 
in the principal careers guides for university students and 
on March 29th, 1962, a conference was held at Moorgate 
Place with university appointments officers. The appoint- 
ment of the Committee on Relations with the Universities 
(paragraph 9) is a further indication of the great importance 
which the Council attaches to the need for a substantial 
increase in the number of graduates who enter into articles. 


80. During Commonwealth Technical Training Week 
(May 29th to June 4th, 1961), district societies and indivi- 
dual members throughout the country co-operated in many 
local exhibitions and conventions and organized special 
meetings for teachers and students. The Council wishes to 
thank members for participating and for the work which 
they are still doing to maintain and extend the goodwill 
created by their efforts. 


Bye-laws 6x and 85 (5) 


81. Bye-laws 61 and 85 (b) relateto those persons who have 
for not less than ten years been continuously in employment 
as clerks to members in practice or who have had experience 
which in the opinion of the Council is equivalent to such 
employment. Such persons may apply for a reduction in the 
period of service under articles (bye-law 61) and exemption 
from the Intermediate examination (bye-law 85 (b)). 
Applications determined in 1961 were as follows: 


Bye-law 61r: 34 applications, of which 27 were granted. 
(In 1960 the numbers were 46 and 42 respectively.) 
Bye-law 85 (b): 29 applications, of which 17 were granted. 
(n 1960 the numbers were 27 and 13 respectively.) 


All these applicants were interviewed in London or in the 
provinces unless they had already been interviewed in 
connection with an application under bye-law 79 (see 
paragraph 60). 


The Robbins Committee on Higher Education 


82. At its meeting on August 2nd, 1961, the Council ap- 
proved a memorandum for submission to the Committee 
on Higher Education (the Robbins Committee) Oral 
evidence wes later given by Mr W. G. Densem, F.C.4., and 


Mr W. E. Parker, С.В.Е., Е.С.А, 


The Universities and the Accountancy Profession 


83. Bye-law 85 (a). During the year 1961 exemption from 
the Intermediate examination was granted to ror articled 
clerks who had graduated after taking one of the degree 
courses approved for the purposes of bye-law 62; and 3 
applications were refused. (The numbers in 1960 were 132 
granted and none refused.) 


84. Approved university degree courses. At its meeting on 
November 1st, 1961, the Council approved the following 
university degree courses for the purpose of bye-law 62 
provided that in each case the subjects taken are in accord- 
ance with the course approved by the Joint Standing 
pon of the Universities and the Accountancy Pro- 
ession: 


University of Leeds. Bachelor of Commerce (in place of the previously 
approved Bachelor of Commerce) for students commencing their 
degree ccurse from October 1981. t 

University of London. Bachelor of Science in Economics (in place ој 
the previously approved Bachelor of Science in Economics) foi 
students commencing their degree course from October 1961. 

University of Manchester. Bachelor of Arts in Economic and Socia; 
Studies lin place of the previously approved Bachelor of Arts in 
Commerce) for students commencing their degree course from 
October 1961. ^ 

University of Southampton. Bachelor of Science in the Social Sciences 
(in place of the previously approved Bachelor of Science in Economics) 
for students commencing their degree course from October 1962. 


There is no change in the position of students whc 


commenced a degree course previously approved unde: 
bye-law 62. A statement to the above effect appeared ir 
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Accountancy for November 1961 [and The Accountant of 
November 11th, 1961]. 


85. Joint Standing committees booklet. Details of the degree 
courses approved by the Council under bye-law 62 are 
given in the booklet The Universities and the Accountancy 
Profession issued by the Joint Standing Committee of the 
Universities and the Accountancy Profession. The April 
1960 edition of this booklet was published to cover the two 
university sessions from October 1961 to July 1963. In view, 
however, of the revision of the degree courses at the univer- 
sities of Leeds, London and Manchester from October 1961 
the booklet was revised and reprinted in September 1961. 


86. Institute booklet. The Institute's booklet Approved 
Universities Degree Courses: Explanatory Notes was revised 
and reprinted in November 1961. This booklet explains the 
Institute’s regulations regarding articles and examinations 
as they affect the joint standing committee’s scheme. 


87. Conference. A conference attended by members of the 
Joint Standing Committee of the Universities and the 
Accountancy Profession and represéntatives of the local 
joint committees of accountants and university representa- 
tives was held at Burwalls, University of Bristol, from 
September 22nd, to 24th, 1961. This was the sixth confer- 
ence to be held. 


Students’ Societies 


88. On March 6th, 1962, а liaison committee of the Union 
of Chartered Accountant Students’ Societies had its annual 
discussion with the President and certain members of the 
Council. 


Grants to Students 
89. In order to compile a more comprehensive record for 
the benefit of members and articled clerks an inquiry is to be 
undertaken, with the co-operation of students’ societies, to 
establish which local education authorities have made 
grants towards the tuition expenses of articled clerks. 


Summer Courses 


до. 196г, Two summer courses were held in 1961 as 
follows: 


(a) Oxford. A summer course held at Christ Church, 
from July 13th to 18th, 1961, was attended by 185 


members of whom 84 were in practice, 48 were engaged . 


in industrial, commercial and other occupations and 
53 were engaged with public accountants. The 
addresses presented were as follows: 'Services to the 
private company and its members’, by Mr A. B. 
Snow, F.c.a.; 'Surtax and companies’, by Mr J. 5. 
Heaton, F.c.a.; and ‘Some problems of a group upon 
the acquisition of companies’, by Mr R. О. A. Keel, 
Е.С.А. In addition an informal talk was given by Sir 
'Theobald Mathew, K.B.E., M.C., the Director of Public 
Prosecutions. Mr John L. Carey, Executive Director 
of The American Institute of Certified Public 
Accountants, took part in a general discussion on 
topics of interest to the profession with the Secretary 
and Deputy Secretary of the Institute. Mr H. C. 
Treffers, President of the Nederlands Instituut van 
Accountants, attended the course. 


. (b) Cambridge. A summer course held at Gonville and 
Caius College from September 13th to 17th, 1961, was 
attended by 161 members of whom 52 were in practice, 
75 were engaged in industrial, commercial and other 
occupations and 34 were engaged with public account- 
ants. The addresses presented were as follows: “The 
employment of capital’, by Mr J. C. Walker, F.c.a.; 
‘Some considerations in relation to thé accounting 
treatment of stock-in-trade and work in progress’, by 
Mr H. W. Sydenham, F.c.a.; and ‘What the business 
man expects of the practising professional accountant’, 
by Sir Donald Perrott, K.B.E. 
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The full text of the six forma! addresses, together with the 
programme for both courses, was subsequently reprinted. 
in the form of a booklet for each course for which an order 
form was sent to all members of the Institute on November 
14th, 1961. The price of the booklets is ss each post free. 
(Remittances must accompany orders.) 


ог. 1962. Summer courses are to be held in 1962 as 
follows: 


(a) Cambridge, at Emmanuel and Sidney Sussex Colleges 
from Wednesday, 18th to Sunday, July 22nd, 1962. 
The subjects and speakers will be: ‘Taxation aspects 
of amalgamations and reconstructions’, by Mr D. О. 
Bailey, F.c.a.; ‘Service to management’, by Mr 
R. D. S. Shrimpton, Е.С.А.; and ‘Insurance and the 
accountant’, by Mr David Williamson, F.c.a. 

(b) Oxford, at Christ Church and Pembroke College from 
Thursday, 13th to 'l'aesday, September 18th, 1962. 
The subjects and speakers will be: ‘The training of 
accountants for industrial responsibilities’, by Mr 
С. W. Searle, D.S.C., F.C.4.; “The problems of the 
smaller practice’, by Мг В. W. Smith, о.в.Е., T.D., 
Е.С.А.; and ‘Investment in stocks and shares’, by Mr 
Mr A. G. Touche, Е.С.А. Informal talks will be given 
by Sir Edmund Compton, K.B.E., C.B., the Comptroller 


and Auditor-General, and by Mr Howard Ross, а. 


Vice-President of 'The Canadian Institute of Chartered 
Accountants. 
Ап application form was sent to all members of the Institute 
on February 16th, 1962. 
92. 1963. Provisional dates for summer courses in 1953 
ate: 
Oxford .. v 
Cambridge 


July тић to 16th, 1963. 
September 11th to 15th, 1963. 


District Societies of Chartered Accountants 


93. President's visits. The President, with the Secretary 
or an Under-Secretary, has attended annual dinners or other 
annual functions of the district societies and has met 
students at informal meetings during his visits. Members of 
the Council bave represented the Institute at dinners and 
other functions held by branches and students' societies. 


94. Annual conference. The annual meeting of Presidents 
and Secretaries of district societies with repiesentatives of 
the Council took place on November oth, 1961. 


95. Areas. Following agreement between the two societies 
concerned, the Council has agreed to an alteration in the 
boundaries of the Sheffield and District Society and the 
Leeds, Bradford and District Society. The re-definition of 
the areas is set out in the Appendix,’ 


96. London and District Society of Chartered Accountants. 
The Council appointed Mr D. V. House, F.c.a., Mr J. H. 
Mann, M.B.E., M.A., F.C.A., and Mr J. D. Russell, M.A., F.C.A., 
to serve on the Committee of the London and District 
Society of Chartered Accountants for the year 1961-62. 


97. Women Chartered Accountants’ Dining Society. The 
President and the Secretary, accompanied by Mrs Granger 
and Mrs Maclver, attended the annual dinner of the society 
on December 1st, 1961. 


The Small Practitioner 


98. The President has asked all district societies to under- 
take an inquiry into the problems and difficulties of the 
small practitioner. 'The President's letter to presidents of 
district societies was accompanied by a stendard form of 
questionnaire; and the letter was reproduced in Accountancy 
for October 1961 [and The Accountant of October 21st, 1961]. 
District societies, branches and groups have held meetings 
and the views which have been expressed are being examined 
in committee and will in due course be considered by the 
Council. The Council appreciates the contribution which 
has been made by presidents and by other officers of district 
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societies in undertaking the considerable amount of work 
which the inquiry has involved. 


Technical Activities Committee 


4 оо. The Technical Activities Committee was appointed 
by the Council at its meeting on June 3rd, 1959, to review 
the whole question of the Institute's activities in the techni- 
cal field and to report with recommendations оп (a) ob- 
jectives, (b) how those objectives can be achieved, and (с) 
the associated problems of staff and office accommodation. 
The committee's report was received by the Council at its 
meeting on March 7th, 1962, and is now under consideration. 


Statements on Auditing 


100. Four years ago the then President in his address to 
the annual meeting mentioned that the Council had decided 
to see whether a series of Statements on Auditing could be 
prepared by way of parallel to the Recommendations on 
Accounting Principles. He said that this possibility would 
need to be examined very carefully and that the preparation 
of such documents must inevitably take a considerable time 
but he expressed the hope that it would prove possible to 


render assistance to members in that way. At the annual ` 


meeting on May 3rd, 1961, the President referred to this 
matter and said: 
*We have made a good deal of progress since then and it is my hope 

and belief that before long the Council will be able to begin to issue a 

series of Statements on Auditing. I am confident that the issue of such 

a series could result in progress in auditing standards no less spectacular 

than the progress in standards of compeny accounting wbich were 

brought about by the Council's decision nearly twenty years ago to 
issue the Recommendations on Accounting Principles." 
хот. The Council has now begun the issue of such a series 
of Statements on Auditing as follows: 

(x) General Principles of Auditing, distributed on August 
16th, 1961, as Supplement No. 9 to the Members 
Handbook. ae 

(2) Stock-in-trade and Work in Progress, distributed on 
March 15, 1962, as Supplement No. то, to the 
Members’ Handbook, 


Each statement is also available in booklet form price 

15 per copy including postage. (Remittances must accompany 

orders.) In this form the statements have been issued to the 
== Students’ societies for distribution to all their student mem: 


bers. 


Terminology in Published Accounts 


102. At its meeting on January ird, 1962, the Council 
approved notes entitled Terms used in Published Accounts 
of Limited Companies for issue to members for insertion in 
the Members’ Handbook. An announcement to that effect 
appeared in Accountancy for January 1962 [and The Account- 
ant of January 13th, 1962]. These notes are to be issued on 
May 4th, 1962, as part of Supplement No. 11 to the 
Members’ Handbook. 'The notes are also available in booklet 
form, price 5s including postage. (Remitiances must accom- 
pany orders.) Š 

Taxation 


103. Finance Act, 1961. А memorandum on the Finance 
Bill was submitted to the Chancellor of the Exchequer on 
May 12, 1961, and was discussed with members of the 
Board of Inland Revenue on May 24th, 1961, when the 
Institute was represented by Mr H. A. Benson, C.B.E., F.C.A., 
Mr N. B. Hart, O.B.E., T.D., M.A., LL.B., F.C.A., and Mr J. Е. 
< Talbot, r.c.A. 


104. Stock-in-trade and Work in Progress. As a result of 
discussions which Mr S. John Pears, F.c.a. (as President), 
and Sir William Carrington, F.c.a., had had with the Chair- 
man and.other representatives of the Board of Inland 
Revenue the following letters were received: 


(a) letter dated May rst, 1961, from the Chairman of the 
Board setting out the Revenue’s attitude to the Coun- 
cil’s Recommendation 22 on The Treatment of Stock- 
in-trade and Work in Progress in Financtal Accounts. 


THE 
ACCOUNTANT 


501 


(5) letter dated May 25th, 1961, from Mr H. а. Thomas, 
Senior Principal Inspector of Taxes, regarding the 
‘adjusted selling price’ method of ‘computation of 
cost of stock-in-trade. 


These letters were reproduced in Accountancy for May 1961 
and June 1961 respectively [and The Accountant of May 13th 
and June 17th, 1961]. : 


105. Discussions with the Board of Inland Revenue. In 
addition to stock-in-trade, referred to in the preceding 
paragraph, other matters have been the subject of discussion 
with representatives of the Board of Inland Revenue. The 
Council greatly values these opportunities for discussion 
which it hopes and believes are of mutual benefit. Statements 
arising therefrom will be issued as and when this is con- 
Sidered to be appropriate. 


106. Apportionment of expenditure on repairs and improve- 
ments of fixed assets. At its meeting on October 4th, 1961, the 
Council approved the publication of a statement! recording 
the view of the Board of Inland Revenue that where it is 
established that actual repairs have been carried out at the 
same time as improvements the law permits the expenditure 
to be apportioned between the two elements. 


107. Schedule E: members! subscriptions to district societies. 
The Council is pleased to report that all 13 provincial 
district societies have now been approved by the Commis- 
sioners of Inland Revenue for the purposes of section 16 of 
the Finance Act, 1958. Accordingly the whole of the annual 
subscription paid to a district society by a member who 
qualifies for relief under that section is allowable as a deduc- 
tion from his emoluments assessable to income tax under 
Schedule E. 


108. Interest on Government stocks on the Post Office 
Register. The Council has made representations to the 
Treasury (by way of renewal of representations made in 
1948 and 1956) regarding the absence of vouchers for interest 
paid on issues of Government stocks on the Post Office 
register. No change is likely to be made while the existing 
equipment for making payments is in use. 


109. Overseas trade corporations. At its meeting on March 
7th, 1962, the Council authorized the sending of a letter to 
the Chancellor of the Exchequer enclosing a memorandum 
on practical difficulties encountered in the operation of the 
overseas trade corporations legislation and also requesting 
the Chancellor to consider again the proposal made by the 
Council in its memorandum of December 2nd, 1959, that 
the legislation should be extended to embrace income from 
non-resident subsidiaries, 


Building Societies 


iro. The following statement was authorized by the 
Council at its meeting on June 7th, 1961, and published in 
Accountancy for June 1961 [and The Accountant of June 17th, 
1962]. 

‘The Council in its booklet Audits of Building Societies (which was 
published in December 1960 and reproduced in the December issue of 
Accountancy) has drawn the attention of members to section 48 of the 
Building Societies Act, 1960, and its possible effect on the holding of a 
building society agency by the auditor of that society. 

‘The Council has new given further consideration to the ethical 
aspects of this matter. The Council is of the opinion that, from the 
standpoint of professiona] independence, it is undesirable that an auditor 
of a building society (or his partner, or firm, or employee or employer) 
should also act as agent for the same society.’ - 


The Charities Act, 1960 


rri. The Charities (Statements of Account) Regulations, 
1960. The Council is still in correspondence with the Home 
Office with a view to the withdrawal and replacement of the 
Charities (Statements of Account) Regulations, 1960 (para- 
graph 110 of the last report), on the ground that the regula- 
tions place upon charity trustees the unreasonable burden 
and expense of preparing accounts in the form prescribed 
by the regulations in addition to the different accounts 


1 See The Accountant of October 14th, 1961. 
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already required under section 32 (1) of the Charities Act, 
1960. 


Local Government Act, 1933 
Section 76: Disclosure of pecuniary interest 


* 412. The Council has obtained the opinion of counsel 
(Appendix, page 93)! on the position of practising nembers 
of thé Institute who are members of local authorities and 
therefore subject to the provisions of section 75 of the 
Local Government Act, 1933. 


The Stock Exchange 


113. Rule 794 of the Rules of The Stock Exchange. At the 
request of Тће Stock Exchange, London, the Council has 
assisted with the drafting of important amendments to 
Rule 79A of the Rules of The Stock Exchange which relates 
to the balance sheets of brokers and jobbers. 


114. Ex -dividend and ex rights procedure. Тһе Institute 
was consulted prior to the issue by the Secretary of the 
Share and Loan Department of the Stock Exchange, 
London, of a letter dated November 24th, 1961, requesting 
companies to have regard to the Stock Exchange calendar 
in fixing dates of board meetings and dates for closing share 
registers in order to reduce the number of dividend claims 
which arise where a purchaser cum-dividend is not regis- 
tered in time to receive the dividend direct from the 
company. 

115. Transfer of securities. The Council submitted com- 
ments on the first report dated December 1960 of the 
Committee on Transfer of Securities set up by the Stock 
Exchange, London, and on the report of its Advisory 
Committee. These reports were concerned with the simpli- 
fication of transfer procedure. 


Documents Issued by Companies 


116. Тће Council attaches importance to the matter dealt 
with in its statement of December 1960 (paragraph 103 of 
the last report) that is to say the inclusion of a reierence to 
professional accountants, along with stockbrokers, bankers 
and solicitors, as being persons to be consulted by share- 
holders who do not fully understand documents received 
by them. In the hope of improving company prectice in 
this matter letters have been sent (Appendix, page 95)! to 
the issuing houses which are members of the Issuing 
Houses Association and to a considerable number of firms 
of solicitors who are believed to deal with company matters 
to a material extent. 28 


Dividend Warrants 


117. Comments have been submitted on behalf of the 


Council on a draft British Standard Specification for 
dividend warrants and relative tax vouchers drawn up 
by a sub-committee of the technical committee on com- 
mercial forms and stationery of the British Standards 
Institution. Mr R. P. Brown, Е.С.А., is the Institute's 
representative on the commercial forms and stationery 
committee and Mr D. W. Robertson, F.C.A. (alternate Mr 
L. H. Clark, r.c.A.) is the Institute's representative on the 
dividend warrants sub-committee. 


Unlawful Acts or Defaults by Clients of Members 


x18. Amendments to certain paragraphs of the Council 
statement on Unlawful Acts or Defaults by Clients of 
Members (Members Handbook, section Sg) have been 
approved by the Council and will be issued on May 4th, 
1962, as part of Supplement No. 11 to the Members’ 
Handbook. These amendments arise from the provisions of 
section 47 of the Finance Act, 1960, relating to the making 
of incorrect returns and from the decision of the House of 
Lords in the case of Sykes v. Director of Public Prosecutions 
with regard to the offence of misprision of felony. 


* Not reproduced 
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Taxation and Research Committee 
119. Meetings. During the year 1961 the Taxation and 


Research Committee held six meetings and its sub- ` 


committees held seventy-five meetings, making a total of 
eighty-one meetings for the committee and nineteen sub- 
committees. (The total for 1960 was eighty-seven meetings.) 


` 120. Activities. The Taxation’ and Research Committee 
played an important part in the drafting of the first two 
Statements on Auditing - No. 1, General Principles of 
Auditing and No. 2 Stock-in-trade and Work in Progress 
(paragraph 101), the preparation of Terms used in Published 
Accounts of Limited Companies (paragraph 102), the drafting 
of the memorandum on the Finance Bill (paragraph 103) 
and the drafting of the memorandum on Overseas Trade 
Corporations (paragraph 109). А nuraber of other matters 
were the subjects of special reports by the Taxation and 
Research Committee, which throughout the year continued 
to receive valuable assistance from the regional taxation 
and research committees of the district societies. 


121. Chairman and Vice-Chairman. At its meeting in 
September 1961 the Taxation and Research Committee 
appointed Mr J. Cartner, F.c.a., as Chairman for the year 
commencing October 1st, 1961, in succession to Mr О. N. 


Hunter, Е.С.А. Mr S. M. Duncan, Е.С.А., was appointed - 


Vice-Chairman. 

122. Council appointments. The foilowing twelve members 
were appointed by the Council to serve on ‘the Taxation 
and Research Committee for the year commencing October 
Ist, 1961: Messrs С. В. Appleyard, F.c.a., І. H. Clark, 
F.C.A., S. M. Duncan, Е.С.А., W. F. Edwards, F.c.a., R. О. A. 
Keel, г.с.л., J. W. Margetts, F.c.a., С. P. Morgan-Jones, 
M.A., F.C.A., L. Pells, M.A., F.C.A., J. Perfect, ғ.с.л., D. W. 
Robertson, F.c.a., C. Romer-Lee, M.A., F.C.A., and J. С. 
Vaughan, F.c.a. In December 1961 Mr Keel resigned and 
the Council has appointed Mr R. W. Еоад, F.c.a., to fill the 
vacancy. . 

123. Death.of Mr L. 7. H. Noyes. Reference is made in 
paragraph 167 to the death of Mr L. J. H. Noves, 
B.SC.(ECON.), Е.С.А., the Secretary to the Taxation and 
Research Committee since 1954. 


Advertising of Accountancy Services by Members 
of Other Professions 


124. It is the practice of the Council to take up with 
other professional bodies instances where their members 
have referred. in advertisements to the provision of account- 
ancy services. Ás a result of such an approach a firm of 
auctioneers and estate agents has agreed to discontinue an 
advertisement stating that it undertakes accountancy work. 


Misuse of Designations 
125. The Council has taken appropriate action in any 


P. 


case reported to it of a person misdescribing himself as a _ 


chartered accountant or as an incorporated accountant. 


Accountants Joint Parliamentary Committee 
126. The .Accountants Joint Parliamentary Committee 


-has continued its work of watching all parliamentary 


matters relating to the qualification and status of auditors 
and has taken action on a number of Bills and Depart- 
mental Orders. 


Chartered Accountants Joint Standing Committee 


127. The Chartered Accountants Joint Standing Com- 
mittee consisting of representatives of the Institute, The 
Institute of Chartered Accountants of Scotland „апа The 
Institute of Chartered Accountants in Ireland has con- 
sidered matters of common interest to the three institutes. 


128. The Overseas Accountancy Examinations Advisory 
Board established by the Chartered Accountants Joint 
Standing Committee has continued its work of advising 


I» 


4 


Y 
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and assisting overseas bodies in establishing and conducting 
their own accountancy examinations. 


Writ against the Institute 


129. As stated in the last report (paragraph 128) the 
George S. May International Company (G.B.) has issued 
a writ against the Institute claiming damages for libel and 
an injunction. 


Eighth International Congress of Accountants 
New York, September 1962 . 


130. Оп June 29th, 1961, a notice was sent to all members 
giving preliminary details of the Eighth International 
Congress of Accountants to be held in New York from 
September 23rd to 27th, 1962. Nearly 800 members 
indicated their interest in attending and their names were 
notified to the Congress Secretary in New York. 


131. The theme of the congress will be ‘Auditing and 
financial reporting in the world economy’. Each subject is 
to be dealt with from the standpoint of communicating 
financial information to investors, banks, Government 
agencies and others and also from that of internal control 
and information for management purposes. Three members 


< of the Institute accepted invitations to prepare papers: 


Mr Н. A. Benson, C.B.E., F.C.A., on Auditing and the world 
economy; Mr В. О. A. Keel, F.C.4., on Financial reporting 
and the world economy; Мт W. E. Parker, С.В.Е., F.C.A., on 
Accounting and the world economy. Mr G. P. Morgan-Jones, 
M.A., F.C.A., has been appointed to act as a Vice-Chairman 
of a technical session. I 


132. 'The Institute's thirty official delegates will have the 
President and Sir Thomas Robson, M.B.E., M.A., F.C.A., as 
their chairman and vice-chairman respectively. 


133. Sir Harold Howitt, G.B.E., p.s.o., M.C., D.C.L., LL.D., 
D.L., F.C.A., who was President of the Sixth International 
Congress on Accounting held in London in 1952, has 
accepted an invitation from the President of the Eighth 


International Congress to reply to the opening address of - 


welcome. К 


134. The Council hopes that as many members of the 
Institute as possible will make arrangements to attend the 
congress so that the Institute representation will be worthy 


=> of the major part which members have taken over the years 


in the international development of the profession. Any 
member who wishes to attend the congress and has not yet 
notified the Secretary should do so as soon as possible. 


European Congress of Accountants, 1963 


135. Representatives of European accountancy bodies 
agreed at a meeting held in Glasgow on November 28th, 
1961, that arrangements should proceed for the holding of a 
European Congress of Accountants in. Edinburgh in 
September 1963, with The Institute of Chartered Account- 
ants of Scotland acting as the host organization. His Royal 
Highness 'T'he Duke of Edinburgh has been pleased to give 
his Patronage to the congress. It will take place from 
September roth to 13th, 1963, and the subjects of the 
papers will be Auditing; Accounting principles; The impact 
of electronics on the accountant of the future; and The 
accountant’s contribution to small businesses, particularly in 
connection with specialized services. Mr A. McKellar, Past 
President of The Institute of Chartered Accountants of 
Scotland, has been appointed President of the Congress 
and Chairman of the Policy Committee. Sir Thomas 
Robson, M.B.E., M.A., F.C.A., has been appointed to represent 
the Institute on the Policy Committee with Mr 5. John 
Pears, F.C.A., as alternate. Mr S. M. Duncan, F.c.a., has 
accepted an invitation to prepare a paper on Auditing. 
Miss D. M. Vaughan, B.A., F.c.a., and Mr M. С. Wittet, 
F.c.A., have been nominated as Joint Honorary Auditors 
of the congress. The Council hopes that the congress will 
be well supported by members. 
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World Bank 


136. The President, Mr P. Е. Granger, F.C.4., accom- 
panied by Mrs Granger, represented the Institute at the 
annual meetings of the World Bank, the International 
Finance Corporation, the International Development 
Association and the International Monetary Fund held 
in Vienna from September. 18th to 22nd, 1961. 


Practice Rights Overseas 


137. Legislation and other developments affecting the 
practice of accountancy and auditing in many countries 
overseas have been watched closely and continuously 
throughout the year. Representations have been made 
where these appeared to be desirable, including representa- 
tions with a view to safeguarding the practice rights of 
members in the Common Market countries of Éurope. 
Information and advice have readily been given in response 
to requests from overseas countries. 


+ 138. The Council cannot emphasize too often its belief 
that the ideal arrangement is reciprocity in all parts of the 
world of the right to practise under the professional 
designation which the individual accountant has obtained 
by suitable training, experience and examination, without 
restrictions on the right to enter into partnership or agency 
arrangements with properly qualified accountants whatever 
may be their country of residence. The international nature 
of the profession is such as to require a liberal attitude 
towards world freedom of practice rights, if the profession 
is to be able to continue to serve adequately the business 
interests which depend upon it. 


139. The Council believes that all forms of artificial 
barriers (by reference to nationality, residence, partnership 
association, firm names, or otherwise) are detrimental to 
the future development of the profession and to the 
interests of the countries imposing such barriers. In the 
past, over a long period of years, United Kingdom chartered 
accountants have taken a major part in the creation. and 
development of an organized profession in many overseas 
countries; it is the Council’s earnest hope that they will be 
enabled to continue to make a material contribution in this 
way. 

Other Overseas Matters 


140. Canada. Mr W. H. Lawson, C.B.E., B.A., F.C.A., 
represented the Institute at the fifty-ninth annual conference 
of 'The Canadian Institute. of Chartered Accountants held 
in Toronto from September 24th to 27th, 1961. Mr Lawson 
read a paper on Practical steps to improve financial statements. 
In May 196: the President sent the following message 
under the Common Seal of the Institute to the President 
of The Institute of Chartered Accountants in Manitoba: 

*At a meeting held on May 3rd, 1961, in the Council Chamber at 
Moorgate Place, London, the Council of The Institute of Chartered 
Accountants in England and Wales resolved to convey to The Institute 
of Chartered Accountants of Manitoba on the occasion of the seventy- 
fifth anniversary of its incorporation on May 28th, 1886, the congratu- 
lations of the Council and best wishes for the future progress and 
prosperity of The Institute of Chartered Accountants of Manitoba." 

141. Denmark. The President, Mr Р. F. Granger, F.C.A., 
and Mr C. A. Evan-Jones, M.B.z., ап Under-Secretary, 
accompanied by Mrs Granger and Mrs Evan-Jones, 
represented the Ínstitute at the Fiftieth Anniversary celebra- 
tions of the Fóreningen af Statsautoriserede Revisorer held 
in Copenhagen on January i2th, 1962. Тће President 
conveyed the following message under the Common Seal 
of the Institute: 

*At a meeting held on December 6th, 1961, in the Council Chamber 
at Moorgate Place, London, the Council of The Institute of Chartered 
Accountants in England and Wales resolved to convey to the Féreningen 
af Statsautoriserede Revisorer in Denmark, on the occasion of the 
Golden Jubilee of its formation on January 12th, 1912, the congratula- 
tions of the Council and best wishes for the future progress and 
prosperity of the Föreningen af Statsautoriserede Revisorer.” 

142. France. Sir Thomas Robson, M.B.E., M.A., F.C.A., 
gave evidence on behalf of the Institute on June 22nd, 


. 1961, in Paris before the Pleven Commission on company 


law in France. 
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143. Netherlands. 'The President, Mr P. F. Granger, 
F.C.A., and the Secretary, accompanied by Mrs Granger 
and Mrs Maclver, represented the Institute at the Account- 
ants' Yearday of the Nederlands Instituut van Accountants 
at Scheveningen on September 29th and 3oth, 1961. 


144. South Africa. The following statement was author- 
ized by the Council at its meeting on October 47h, 1961, 
and published in Accountancy for October 1961 [and 
The Accountant of October 14th, 1961]: 

South Africa: Bye-law 47 

‘The four societies of chartered aeconntants in South Africa have 
for many years been approved by the Council under bye-law 47 to 
enable the description "chartered accountants" to be used by a firm 
with partners consisting of members of the Institute together with a 
person having the qualification of a South African chartered accountant 

ut not membership of the Institute. Bye-law 47 requires not only that 

the overseas body of chartered accountants should be approved by the 

Council but also that the body should be in the British Commonwealth 

of Nations and accordingly the approval of the four South African 

societies of chartered accountants has lapsed following the withdrawal 
of South Africa from the British Commonwealth. The Council considers 
that this result would be unfair to the firms which are or may be affected 
and accordingly proposes to place before the members of the Institute 
in due course a resolution for the amendment of bye-law 47 to the 

effect that where an overseas body has been approved under bye-law 47 

the approval shall not cease to be effective by reason only of -he country 

concerned ceasing or having ceased to be within the British Common- 
wealth of Nations. 

‘In the meantime in accordance with the spirit of the Republic of 
South Africa (Temporary Provisions) Act, 1961, the Council will not 
object to the use of the description “chartered accountants” by any 
firm which would-have been entitled to that description but for the 
withdrawal of South Africa from the British Commonwealth.’ 

The necessary resolution will be proposed at a special 
meeting of members to be held on May 3rd, 1962, at the 


conclusion of the annual meeting. 


145. United States of America. Мт S. John Pears, Р.С.А., 
accompanied by Mrs Pears, represented the Institute at 
the seventy-fourth annual meeting of The American 
Institute of Certified Public Accountants held in Chicago 
from October 29th to November 15, 1967. 


146. Union Européenne des Experts Comptables, Econo- 
miques et Financiers. Mr S. John Pears, Е.С.А., and the 
Secretary, accompanied by Mrs Maclver, attended as 
observers on behalf of the Institute at the Fourth Congress 
of the Union Européenne des Experts Comptables Econo- 
miques et Financiers (U.E.C.) heid in Zürich from Sep- 
tember 18th to 215%, 1961. 


The P. D. Leake Trust 


147. At its meeting on February 7th, 1962, the Council 
approved for publication a booklet containing the accounts 
of the P. D. Leake Trust for the year ended Octcber 31st, 
1961, with the ninth report by the Council on the adminis- 
tration of the trust and the ninth report by the P. D. Leake 
Committee on the application of the income. Any interested 
person may obtain a copy, without charge, on application 
to the offices of the Institute. A statement to that effect was 
published in Accountancy for February 1962 [and The 
Accountant of February 17th, 1962]. р 


Chartered Accountants Trustees Limited 


148. Chartered Accountants "Trustees Limited has 
continued to act as trustee of CARBS, CAESS and the 
Staff Pensions Fund and to administer the Merrett estate. 
The report of the directors and the accounts of the company 
to May 3151, 1961, appear in the Appendix, pages 96 and 
97. 


Chartered Accountants Retirement Benefits Scheme 
(known as CARBS) 


149. The Chartered Accountants Retirement Benefits 
Scheme provides retirement benefits for members who are 
self-employed or otherwise within the ambit of section 22 
of the Finance Act, 1956. Тће accounts for the year ended 
May 3155, 1961, are reproduced in the Appendix, page 98,1 
and they show members’ contributions of £139,681 
compared with £146,751 in the previous year. The charge 


1 Not reproduced, 
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for Institute staff time devoted to administration was £750 
as in the previous year. The outstanding balance due to 
the Institute on loan account remains at £4,750 and neither 
the trustees nor the Council will agree to the repayment of 
any part thereof unless satisfied that the solvency of the 
scheme will not be affected. 


150. On November 14th, 1961, a notice was sent to all | 


members resident in the United Kingdom in the following 
terms: 


"The Trustees of CARBS have informed the Council of the Institute 
that, as a result of changed conditions, members contemplating а 
contribution to section A of CARBS may for the time being be able to 
secure better terms outside the scheme, The Council understands that 
the difference is not large but it appears at present that those members 
who are so inclined should explore the market before contributing to 
section A. (Members who have not yet contributed at least £50 in any 
one year may wish to consider the desirabitity of such a contribution 
to section A before June 30th, 1963, ín order to secure the benefits of 
guaranteed contribution rates for the future.) 

*Members who wish to make provision for a widow's pension on their 
death are still likely to find that section B is at least as attractive as 


any comparable contract and those already engaged on a series of, 


contributions to section B or to section C (which is now closed to new 
entrants) should in their own interests complete the series. 
"The change in surtax will for many members have removed the 


particular attraction of self-employed retirement annuities under the . 


inance Act, 1956, as endowment assurance with an annuity option 
may well be more satisfactory. The Institute is not in a position to 
advise members on the relative merits of the wide variety of insurances 


available and those seeking information will no doubt consult insurance . 


brokers or make a direct approach to insurance companies." 


Chartered Accountants Employeees Superannuation 
Scheme (known as CAESS) 


151. The accounts of CAESS for the year ended May 
31st, 1961, are reproduced in the Appendix, page 99,' 
and show net contributions of £68,324 compared with 
£56,119 in the previous year. The charge for Institute staff 
time devoted to administration was £250 as in the previous 
year. The outstanding balance due to the Institute on loan 
account remains at £4,750 and neither the trustees nor the 
Council will agree to the repayment of any part thereof 
unless satisfied that the solvency of the scheme will not be 
affected. 


152. CAESS provides a framework within which practis- 
ing members may set up contributory retirement benefit 
schemes for their staffs. In their report (Appendix, page 
1011) dated October 26th, 1961, to the Council the trustees 


said they were in no doubt that CAESS offers important | 


advantages to most practising members, whether their 
firms be large or small, and expressed the hope that those 
who had not yet seriously considered the matter would 
consult the scheme secretaries. The report was issued to 
members generally on November 14th, 1961, and герго- 
duced in Accountancy for November 1961 [and The 
Accountant of November 11th, 1961] together with the 
text of the third edition (October 1961) of the CAESS 
explanatory booklet. 


153. At its meeting on July sth, 1961, the Council 
appointed Mr G. P. Townend, M.B.E., M.A., F.C.A., to the 
Committee of CAESS as an ‘employers’ committeeman' 
to fill a vacancy caused through the retirement of Mr 
Е. W. P. Broad, T.D., D.L., F.C.A., and resolved that the 
thanks of the Council be conveyed to Mr Broad for his 
services on the committee since its formation in 1957. 


154. The fourth report of the committee of CAESS is 
reproduced in the Appendix, page 102.! The number of 


.participating firms continues to increase. On March 31st, 


1962, there were 1,050 individual members of the scheme 


‚ from 227 participating firms, as against 973 members from ` 


204 firms a year earlier. 


Chartered Accountants Charities Limited 
155. The funds of The Institute Prize Trust and The 
Chartered Accountants General Charitable Trust are 
administered by Chartered Accountants Charities Limited. 
The accounts appear at pages.66 to 68* During 1961 the 
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Institute made the final payment of £430 less tax under а 
deed of covenant in favour of The Institute Prize Trust 
and no further deed of covenant is at present contemplated. 
Payments totalling £4,900 per annum less tax are at present 


, being made by the Institute in favour of The Chartered 


Accountants General Charitable Trust under deeds of 
covenant entered into in 1956, 1057, 1960 and 1962. 
Grants from this trust are made to chartered accountant 
students’ societies and joint tuition committees and to 
other charitable causes with which the Council may from 
time to time wish to associate the Institute. 


F.C.A. Limited and A.C.A. Limited 


156. Two wholly owned private companies, F.C.A. 
Limited and A.C.A. Limited, were formed during 1967, 
each with a share capital of £100, as a precaution against 
the registration of companies with those names by other 
persons, 


Liquidation of The Society of Incorporated 
Accountants 


157. Reference was made in the last report (paragraph 
149) to the fact that the final winding up of Тће Society of 


a~ Incorporated Accountants was being delayed pending the 


formal transfer to the Institute of certain legal proceedings 
against a body in India which were commenced before the 
Scheme of Integration. It is hoped that the remaining 
formalities in connection with this transfer will shortly be 
completed, thereby enabling the Society to be wound up. 


History of The Society of Incorporated Accountants 


188. The History of The Society of Incorporated 
Accountants, written by Mr A. A. Garrett, M.B.E., M.A., а 
former Secretary of the Society, was published in July 1961 
by the Oxford University Press. Copies have been dis- 
patched in fulfilment of all orders received. Further copies 
are still available and may be ordered from Mr C. A. 
Evan-Jones, c/o Lloyds Bank Limited, 55 Moorgate, 
London EC2. The price is £1 4s including postage and 
packing. Тће special attention of former members of the 
Society is drawn to this publication. 


Capel House (Medcalf) Trust 


159. Reference was made in the last report (paragraph 
141) to the Capel House (Medcalf) Trust which was created 
in 1953 by the late Colonel S. A. Medcalf, о.в.в., T.D., D.L., 
who settled Capel House, Enfield, with certain invest- 
ments, on trust for the education of students and members 
of The Society of Incorporated Accountap^ 4 On the 
application of the trustees the High Court has c. ‘lared the 
trusts to be valid charitable trusts and has ordered a cy prés 
scheme. The trustees have now completed a draft scheme for 
submission to the High Court. 

Financial Position 

160. The audited accounts for 1961 accompany this 
report, commencing at page 461, 

161. Although income for 1961 has exceeded expenditure 
by £11,678 and there has been a further substantial appreci- 
ation in the value of investments, which at December 31st, 
1961, stood £189,344 above cost (£105,627 in 1960), the 
present resources and income will require substantial 
augmentation to meet expenditure on accommodation (see 
paragraph 169) and expansion in the scope and extent of the 
Institute's activities. The recommendations of the Council 
will be placed before members in due course. 


Reduced Subscriptions under Bye-law 43 


162. Retired members. The subscriptions of 1,336 members 
were reduced to one guinea for the year 1961 under bye- 
law 43. (The number of subscriptions so reduced in 1960 
was 1,227.) The great majority of these members satisfy 





1 Reproduced in this issue. 
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all the conditions of the bye-law. A small number of the 
reductions was allowed under the special discretionary 
power given by the bye-law. 


163. National service. The subscriptions for 1961 of 
645 members engaged on compulsory full-time national 
service on January Ist, 1961, were reduced to one guinea 
under bye-law 43 in accordance with the concession 
introduced in 1956. 


Staff 


164. Mr Maurice Comber Ashill, F.c.A., has been appointed 
an Under-Secretary and commenced his duties on August 
1st, 1961. 

165. Mr George Albert Slator, Р.С.А., has been appointed 
an Assistant Secretary to the Taxation and Research 
Committee and commenced his duties on September 11th, 


1961. ñ 
166. Mr Walter Taplin, M.A., B.COM., has been appointed 
Editor of Accountancy with effect from November rst, 1961. 


167. Тће Council records with regret the death on July 
29th, 1961, of Mr Leslie John Henry Noyes, B.SC.(ECON.), 
F.C.A., who had been Secretary to the Taxation and 
Research Committee of the Institute since 1954. In 
addition to his duties as Secretary to the Taxation and 
Research Committee, Mr Noyes acted as Editor of Account- 
ancy until January 1961 as an emergency measure following 
the death of Mr Little in August 1960. 


Institute Staff Pensions Fund 


168. Certain changes have been made in the rules of the 
Staff Pensions Fund, including the reorganization of the . 
classes of membership in order to discontinue a class of 
membership for which the benefits had proved to be 
inadequate. АП benefits are now related to salary in the 
closing years of service. The Institute's annual contri- 
bution continues unchanged at a rate of 14 per cent of 
salaries of all staff who are members of the fund. The 
accounts of the fund appear on pages 58 to 61!. 


Institute Building 
169. The Council regrets that it is not yet able to announce 
its development plans to, deal with the long-term problem 
of accommodation. Certain negotiations have proved 
more protracted than had been expected. The matter is 
receiving constant attention and a statement will be made 
as soon as possible. 


Appreciation 


170. The Council records its appreciation of the in- 
valuable work done by members of the Institute who have 
given so much time to the work of the 'l'axation and 


. Research Committee, the committees of the district societies, 


the summer courses, examinations and other activities on 
behalf of the Institute. 'The Council also records its appre- 
ciation of the work of the Secretary and staff. 


Auditors 


171. The auditors, Mr L. W. Bingham, Е.С.А., and Mr 
Leonard Pells, M.A., F.C.A., retire under bye-law 115 and 
are eligible for reappointment. The auditors' fees fixed at 
the annual meeting on May 3rd, 1961, were 1,000 guineas, 
an amount which has remained unchanged since 1958. 
'The Council considers that this amount is inadequate and 
recommends that members approve an increase to 1,250 
guineas for 1961; accordingly that amount has been shown 
as a charge in the income and expenditure account for 1961. 
'The Council also recommends that the resolution appoint- 
ing auditors at the annual meeting on May 3rd, 1962, 
should specify 1,250 guineas as their audit fee. 


PAUL F. GRANGER, 


April 4th, 1962. President. 
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London Chartered 


Accountants’ ‘Big Game’, 
| 


Over 140 chartered accountants -of whom some) 
two-thirds came from industry and commerce – / 
assembled at New College, Oxford, on Thursday of 
last week for the London and District Society's 
conference on “Information for Management’. The 
conference was notable for two innovations — the 
biggest and most advanced management decisions 
game yet to be played in Britain; and a paper by a 
Dutch accountant of international repute. 

The conference opened on Thursday afternoon 
with introductory speeches by Mr P. F. Carpenter, 
F.C.A., Vice-President of the Institute, and Mr B. A. 
Maynard, M.A., F.C.A., the conference chairman, after 
which a paper on ‘Improving management accounting 
in the small business' was given by Mr N. R. Bellwood, 
F.C.A., director of funds and general division, British 
'Transport Commission. 

Then, at 8.45 p.m., members were introduced to the 
rules of the management game and the fourteen 
discussion group leaders found themselves trans- 
formed into company chairmen with the task of 
welding eight other accountants into an effective 
management team within a few hours. 'T'he challenge 
was accepted with enthusiasm. The decisions for the 
first quarter were made between 10 p.m. and 11.30 
p.m., the results being telephoned to the computer 
centre in London by midnight so that the accounts 
and statistics for the quarter were available in Oxford 





Some personalities at the Conference. Standing, 


ACCOUNTANT 


left to right: Mr G. C. Anderson, В.А., A.C.A., Deputy Secretary of the 


April 21st, 1962 


for the second round, played at midday on Friday. 
But few of the ‘boards of directors’ closed their meet- 
ings at 11.30 p.m. and it seemed at that stage that 
one and a half hours was an impossibly short time 
in which to deal with a quarter’s business. 

Although the programme provided for only four 
hours to be spent on the decisions of the three quarters 
which were made at Oxford, it is unlikely that any of 
the fourteen ‘companies’ spent less than seven hours 
on the game during this period; at least half of the 
‘boardrooms’ were in use throughout Friday afternoon 
during what was intended to be the only free time of 
the conference. Certainly, there is no doubt that the 
game gripped members from the beginning, as the 
Vice-President must have realized when he found on 
Thursday evening that no ‘company’ was ready to 
be visited until after 11.30 p.m. when the first decisions 
were handed in. 

On Friday morning the conference had listened to a 
paper on ‘Long-term planning’ by Professor A. 
Goudeket, chief internal auditor of the Philips Group 


in Holland. This was not only a stimulating lecture in ~ 


itself, but one which was of immediate interest to the 
boards of the companies which were even then 
struggling to develop longer term policies for the game. 

On Saturday, breakfast was taken early in order to 
establish the companies in their mobile boardrooms 
in private carriages on the 8.52 train to London. Here 
they received the accounts based on the decisions 
handed in at 10.30 p.m. the previous evening and they 
occupied the journey deliberating on their decisions 
for the fourth quarter. 

The conference duly arrived at the computer centre 
in Newman Street and the boards were in action again 


Society; Messrs F. W. English, F.c.A., N. Cassleton Elliott, M.A., F.C.A., K. P. Bennett, F.c.a., А. В. Вид, A.C.A., J. S. 
Harrower, F.c.a., W. S. Hayes, F.c.a., F. C. de Paula, T.D., F.c.A., B. J. M. Boys, F.C.A., R. C. Pulley, r.c.4., G. S. Warburg, 


F.C.^., W. R. Middleton, M.B.E., B.A., F.C.4., Group Leaders. 


Seated, left to right: Mr С. R. Appleyard, F.c.A., Group Leader; Mr N. R. Bellwood, F.c.a., Speaker; Mr B. A. Maynard, 


M.A., F.C.A., Conference Chairman; Mr P. F. Carpenter, Е.С.А., 


Vice-President of the Institute; Mr G. Е. Ansell, F.C.A., 


Chairman of the Society; Mr P. D. Irons, B.COM., F.C.A., Group Leader; Mr J. W. С. Cocke, T.D., M.A., F.C.A., Secretary 


of the Society. 





spupjunoooy рәләр) 


S'IH4d GQHUVNOTI 
WVHONIG МТ 


2961 14d y UIP 


"porun serjtreq;) squegunoooy 


ролодлвцо Aq peuojsrururps 839101} eq? JO e4ep 3843 uo pepue 2вәќ оца 10j exngrpuedxe рив ошоош EY} jo рив 1961 1equieoe(q 3818 38 SB лере JO ©3838 999 
jo mora лтај рив ona} € ол! uorurido ano ur qoiqA einjrpuedxe рив ошоош jo sjueurojejs pexeuue рив jeoqs eou€[eq eAoqe оцу peuruexe өлец eA, 


AALSAUL AHL OL SHOLIGOV AUÜVHONOH AHL AO LAOJAU 





£90'93 


f 





289% 
8104трозО 5891 


te ВЕ ** — geous[eq queg 
s '* XB} өшоош ојавлолооо 


53985 у зиэллио зәм 





#18'93 soorid 3oxreur отррги ув өпјел — (00763) 


971 0% ТеРТ 
116% '' sereyg ‘sg рәлләјә@ 
"РУТ na], 3uounsoAu [eurpre) 000'6 
eL ensst 381g 2035 
ejquuroopoxi %48 018109100) IMH 0065 
СРТ 9821 sereug 
LV, 78Р OZI "РУТ 00 eouumnssy perguopnaq 
:98ni3 ur 
peareoex поцм on[uA 10 4509 39 5упошзаволиј 
3 3 3 
ma], ISN J, 0961 





L6e'83 





966'€ 


Tort 


£90'93 





TAYYO ‘У зутопоа 
sorna { LLAITIIÐ `H `S 
оодетл se 
рәш sonne) sjuvjunoooy ролодгецо Jo ЛэЧеа чо 


8848 
1894 e IO} onjgrpuedxo лоло euroout jo ssoox;[ рро 
0961 1equieoeqq 1815 eouepeq 


puny 35011, 
9[Iqe3nieq) телэцэю sjuvjunoooy рэлэзлечо FL 


292° 
` 1904 ep 10j e1njgrpuedxe лоло ошоош јо ввоох 
3 Sa jo ejes по snjdang 


(13 цавлавлва 
“dos oos) ая рен и sosyo ој иоцвиос 


x (99 44913 
me” а oni Sas okot 


ppo 
0961 1equreoeqq 3815 eouspeq 
puny ззптт, ә21:а 93n3nsug IL 


3 
0961 





1961 маздилона ISTE “LAAHS AONVIVA 
POUNT sour?) squvjunoooy po4ojuvt[?) KQ po4ojsvuuupo spunf 1514 21071407 


v | 


5 A 


4 


4. 


preted 


April 21st, 1962 


Бу 10.45 a.m. Between then and 5 p.m., wih по 
breaks of any kind, the companies dealt with a 
further nine quarters, in addition to sending -epre- 
sentatives to sales end production conferences. This 
was only possible Lecause the companies had now 
become highly efficient decision-making machines, 
producing accurate forecasts which often required 
only slight modification when the results cf the 
previous quarter became available, and experimenting 
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widely in methods of delegation, charting, statistics 
and alternative policies. . 

At the concluding review sessions it was apparent 
that, in addition to having enjoyed the exercise, mem- 


: bers felt that the game had been a valuable experience. 


Mr Maynard may, however, have been attributing 
rather too much to the realism of the game when he 
suggested that members looked exactly three and a 
quarter years older than when it started. 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs NEviLL, HcvEY, GARDNER & Co, Cha-tered 
Accountants, of 94 Old Broad Street, London EC2, 
announce that Mr G. W. GUMBRELL, A.C.A.. Was 
admitted into partnership on April 6th, 1962. 


Messrs Morris, Grecory & Co, Chartered Ас- 


-—countants, of 3 Yorx Street, Manchester 2, announce 


that Mr А. D. COTTON, B.A., A.C.A., and Mr G. W. 
Мила, A.C.A., have been taken into partnership. The 
name of the firm wil remain unchanged. 


Messrs J. A. Kinnear & Со, of 1/2 Leinster Street 
South, Dublin r, arnounce that Mr RONALD GCRHAM 


WALSH, A.C.A., and Mr PAUL JOHN MCCLEARY, A.C.A., ` 


have been admitted -o the partnership, with effec- from 
April 2nd, 1962. They further announce thet Mr 
Ковевт T. Poors, F.C.A., has retired from the partner- 
ship as from March 31st, 1962. 


Messrs WHITAKER, REDFEARN, PAPPIN & Со, New- 
quay, announce thet Mr H. T. DARLINGTON, A.C.A., 
who has been with the firm for some time, has been 
admitted to partnership. 

Messrs CRAIG, GARDNER, & Co, Chartered Ac- 
countants, of Dublin and Belfast, announce that as 


«from April 6th, they have admitted to partn=rship 


Mr Noe, MACMAEON, B.COM., A.C.A. who has been 
a member of their staff for some years. 


Messrs Lucrart, Норсзом & Со (С. R. LucnarT, 
T.D., F.C.A., and Т. Т. HODGSON, е.с.л.), of 131 Preston 
Road, Brighton 6, Sussex, announce that they have 
acquired as from April 1st, 1962, the practce of 
L. GORDON GRE, F.C.A., F.A.C.C.A., and D. SOUTHGATE, 
A.A.C.C.A., practising as W. H. RoBERTs GEE X Co 
(incorporating Say & WILLIAMS) of 19 Gildredge Road, 
Eastbourne, Sussex; and will practise at that address 
under the style of Lucrarr, Hopcson & Со @псог- 
porating Say & WILLIAMS). The practice of W. Н. 
Roserts Ске & Co, at r Broad Street Place, London 
EC2, continues to ke carried on as hitherto. 


Messrs G. E. Hatt & Son, Chartered Accountants, 


of ro Dale Street, Liverpool 2, and Victoria House; 
Southampton Row, London WC1, announce that on 


>. April rst, 1962, Mr I. R. HENDERSON, B.SC.(ECON.), 


` unchanged. | 


А.С.А., who served his articles with the firm, was 
admitted to partnership. 'The name of the firm remains 


Messrs H. Н. Бневуоор & Co, Chartered Account- 
ants, of Birmingham, announce that they have taken 
into partnership Mr RICHARD ANTHONY SQUIRES, A.C.A., 


who has been a member of the staff for the last ¿welve 
years. The style of the firm will remain unchanged. 


Appointments 


Mr Robert G. Beldam, M.A., Е.С.А., M.LMAR.E., has 
been appointed chairman of the London and South 
Eastern Regional Council of the Federation of British 
Industries. - | 


Mr A. У. Endsor, M.A., A.C.A., secretary and account- 
ant of Ready Mixed Concrete Ltd, has been appointed 
to the board. - 


Mr Brian John Gillespie, B.A., A.C.A., has become а 
partner of Sherlock and Edmenson, stock and share 
brokers, Newcastle. 


Mr К. Grimshaw, F.c.a., has been appointed vice- 
chairman-and a joint managing director of Spirella 
Company of Great Britain Ltd. 


Mr John Edgar Grove, F.c.A., has been appointed a 
director of William Iszard Ltd. 


` Mr W. A. Hildreth, ғ.с.А., secretary of Associated 
Motor Cycles Ltd, has been elected a director of the 
company. 

Mr W. Lambert, a.c.a., has been appointed chief · 
accountant of A. V. Roe & Co Ltd. 


INSTITUTE'S ‘SMALL PRACTITIONER’ 
INQUIRY 

The ‘Small Practitioner’ inquiry inaugurated by the 
President of The Institute of Chartered Accountants 
in England and Wales last October has attracted interest 
throughout the profession. Meetings have been held 
under the auspices of the district societies, memoranda 
have been submitted to the Institute, and we have it 
on the authority of the President that considerable 
progress has been made. While the inquiry is proceed- 
ing the President has asked us to publish the following 
letter which he has sent to the presidents of the dis- 
trict societies together with the accompanying 'progress 
report’: ` | 


To Presidents, А 
THE SMALL PRACTITIONER 

I enclose a note on the present position of the small 
practitioner inquiry which you are at liberty to distribute if 
you wish. X - 

I have forwarded a copy of this letter and of the note to 
Accountancy and The Accountant. 

У Yours sincerely, 

P. F. GRANGER. 
President. 

On October roth, 1961, the President of the Institute 
wrote to the presidents of district societies asking for their 
assistance in an inquiry into the problems and difficulties of 
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the small practitioner. The President's letter was reproduced 
in Accountancy of October 1961 and in The Accountant of 
October 21st, 1961. 

With his letter was enclosed a form of questionnaire which, 
it was thought, covered most of the problems which the 
small practitioner might wish the Council to examine and 
on which he might wish to propose remedies. District 
societies were invited, with the assistance of their branches 
and groups, to give members the fullest opportunities to 
express their views, both by the distribution of the question- 
naire and by arranging to call meetings at suitable centres., 

Presidents of district societies were asked to complete 
their inquiries by the end of February 1962, and their replies 
have now been received and are under consideration. More 
than seventy meetings have been held with a total attendance 
of some 2,000 members and the returned questionnaires 
represent the views of about 2,000 practitioners. ‘The num- 
ber and nature of the submissions made have shown clearly 
the great interest which the inquiry has aroused among 
members. Тће Council is recording in its annual report for 
1961 [reproduced in this issue] the contribution which has 
been made by presidents and other officers of district 
societies in undertaking the considerable amount of work 
which the inquiry has involved. No less appreciation is due 
to members for the care taken in submitting their represén- 
tations. 

Amongst many problems raised were those of fees, com- 
petition, registration, publicity, staffing, recruitment of 
articled clerks, and relations with the Inland Revenue 
and with members of other professions. Of particular 
significance perhaps is the willingness shown by members 


inanswer to question 1 to give information on fees, remunera- . 


tion, salaries and costs. There is a strong feéling that 
detailed particulars of these matters should be obtained 
at an early date through a survey to be undertaken by the 
Institute on an anonymous basis and that the information 
should then be summarized under various heads and 
circulated to practising members. Not only would the 
information be valuable in itself but it would contribute 
towards a better appreciation of many of the other problems 
raised in the inquiry. The President has already been in 
communication with the presidents of district societies on 
the further steps which might be taken. 

'The inquiry which has already been undertaken was not 
designed to be in a form to permit statistical analysis but 
to obtain information. about those matters on which small 
practitioners felt most strongly. There is no doubt that this 
preliminary purpose has been achieved. The District 
Societies Committee is now undertaking a detailed ехапи- 
nation of the problems raised. 


· TAXATION AND RESEARCH COMMITTEE 


'The one hundred and twentieth meeting of the 
Taxation and Research Committee of the Institute 
was held on Thursday, April 12th, 1962, at 2 p.m. 


Present: Mr J. Cartner (in the chair); Messrs F. W. 
Allaway, С. L. Aspell, R. D. R. Bateman, M.B.E., C. J. M. 
Bennett, R. P. Brown, K. A. Buxton, W. R. Carter, R. A. 
Chermside, L. H. Clark, S. M. Duncan, E. S. Foden, 
R. W. Foad, C. R. P. Goodwin, J. 8. F. Hill, G. N. Hunter, 
Н. Kirton, т.р., S. Kitchen, J. W. Margetts, A. G. Martin, 
S. A. Middleton, G. P. Morgan-Jones, E. J. Newman, 
R. D. Pearce, L. Pells, Т. B. Pritchard, J. D. Reekie, 
D. W. Robertson, H. Robinson, C. Romer-Lee, E. C. 


r` 
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Sayers, H. G. Sergeant, H. C. Shaw, W. Shuttleworth, 
H. Eden Smith, D. E. T. Tanfield, C. C. Taylor (37 
members) with Messrs H. G. Powys Greenwocd and G. H. 
Vieler with the Assistant Secretaries to the Committee. 


Mr A. G. Thomas, F.C.A. 
The congratulations of the Committee were offered to 
Mr A. G. Thomas on his election to the Council of the 
Institute. 
Membership 

The Chairman extended а warm welcome to Mr R. W. 
Foad who was attending a meeting of the Committee 
for the first time. 

It was reported that Mr A. С. Thomas had, on his 
election to the Council of the Institute, tendered his 


resignation from the Committee. It was agreed that a. 


letter should be sent to Mr Thomas expressing the 
Committee's appreciation for his services in the past. 


Sub-Committees 
Reports of progress were received from seventeen sub- 
committees and two new sub-committees were 
appointed. 


Future Meetings 


т 


The one hundred and twenty-first meeting of the . 


Committee will be held on Thursday, June r4th, 
1962, and the following dates have been provisionally 
fixed for further meetings in 1962: 
"Thursday, September 15th, 1962. 
3 ‘ October 11th, 1962. 
» December 13th, 1962. 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


Midland Regional Cost Conference 
Nearly two hundred delegates attended the Midland 
Regional Cost Conference held last Saturday by Тће 


Institute of Cost and Works Accountants at Hirmingham 
University. The conference was opened by Mr 


F. М. W. Hird, F.c.a., F.C.W.A., President of the Insti- 


tute. Papers were presented on: "Ihe managemen 


accountant and capital expenditure', by Mr A. Kenyon, . 


B.COM., F.C.W.A., F.A.C.C.A., A.C.L.S., and ‘Keys to cost 
reduction', by Dr J. M. S. Risk, B.COM., PH.D., C.A., 
F.C.W.A., F.C.LS. 

Major capital expenditure proposals must be 
subjected to very careful investigation before the 
expenditure was sanctioned, said Mr Kenyon. Once 
one had become committed to a sizeable portion of 
the expenditure, control was very largely an illusion. 

Dr Risk, in his paper, stated that continuous effort 
was necessary to reduce costs and thereby to improve 
the return on investment. There were certain basic 
cost reduction techniques which were of so funda- 
mental a nature that they were applicable in practically 
all organizations but too often only some of these 
techniques were applied. 


JOHN FOORD & COMPANY 
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April 21st, 1962 — ` 
PERSONNEL SELECTION 


At a recent meeting’ of The Dublin Society of Char- 
tered Accountants two papers were presented on the 


„> Selection of personnel by Dr J. В. M. Nolan, M.A., of 


the Department of;Psychology, University College, 
Dublin, and Mr Colm Barnes, President of the 
Federation of Irish Industries. 

Both Dr Nolan and Mr Barnes made the funda- 
mental point that the selection of good personnel was 
of extreme importance to any organization. 'l'hey 
maintained that here was the' greatest scope for the 
development of an organization and any methods that 
would contribute towards the placing of the right man 
in the right job, such as psychological tests, were 
worth while. Tests were not infallible, however, they 
only indicated probability. It was much easier to 
specify existing requirements for jobs at lower grades 
than for senior and executive posts; the usefulness of 
tests was highest at the lowest level. It was agreed that 
their usage could create difficulties of morale in an 
organization, and while they might legitimately be used 


> measure ability, it should be remembered that tests 


~ ~ 
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rere no substitute for personal judgment. 


LIVERPOOL CHARTERED ACCOUNTANT. 
STUDENTS' ASSOCIATION 


At the seventy-ninth annual general meeting of the 
Liverpool Chartered:Accountant Students’ Association, 
held on March 28th,:the following officers were elected 
for the year 1962-63: 
President: Mr G. English, F.c.a, 
Vice-Presidents: Messrs Е. D. M. Lowry, A.c.4., М. S. 
Moon, A.C.A., K. R. Mackenzie, F.c.a. 
Hon. Treasurer: МЕЕ. Bradshaw. 
Hon. Secretary: Mt P. В. Deyes, в.сом., "The Library, 
5 Fenwick Street; Livernon! 2. 
Hon. Auditors: Messrs W. A. Bates, a.c.a., D. K. Adams, 
B.COM., АЈА. > 


Dn 


у 


OXFORD CHARTERED ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


. The annual report of the Oxford Chartered Account- 


ants’ Students’ Society presented at the Society’s 
thirteenth annual meeting. on March 22nd records a 
total membership of'113 — a decrease over the year of 
five members. Seven lecture meetings were held during 
1961, the attendances ranging between fifty-four at the 
first meeting of the year and only nineteen members at 
one of the later meetings. In addition, pre-examination 
courses were held. before each of the Institute's 
examinations for both Intermediate and Final exam- 
ination candidates. 

Members were again invited to attend the London 
Chartered Accountants’ Students’ Society's autumn 
residential course at Balliol and Trinity Colleges but 
there was a disappointing response, few members 


oC 


THE 


ACCOUNTANT 


519 


availing themselves of the offer. Two afternoon tea 
meetings were held for newly-articled clerks, one in 
March and one in November, when the President and 
other officers spoke on the work and objects of the 
Society. 

The following officers were elected to serve for ‘the 
ensuing year. 
. President: Mr S. E. Clark, M.A., F.C.A. 

Vice-President: Mr R..H. "Langdon-Davies, D.F.C., F.C.A. 

Hon. Secretary: Mr C. P. Burton, c/o Thornton Baker & 
Co, 8 King Edward Street, Oxford. 

Hon. Assistant Secretary: Mr ]. R. H. Starmer-Smith. 

Hon. Treasurer: Mr C. M. Alexander. 

Hon. Librarian: Mr P. T. Venables. 

Committee: Messrs О. B. T. Bennett, r.c.4.; J. Thornton, 
Е.С.А.; J. А. C. Offer; J. D. Andrewes; А. E. 
Woodward; J. Temple. 

Hon. Auditors: Мт G. B. Watson, r.c.4.; and Mr I. R. 
Peedell. 


THE WEST WALES CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY 


The annual report for 1961 of The West Wales 
Chartered Accountant ‘Students’ Society, presented at 
the Society's twenty-second annual meeting held 
on March 14th, records that membership at the year 
end totalled 180 (comprising fifty-six honorary mem- 
bers and 124 ordinary members). - 

Average attendances at lectures increased for the 
second consecutive year to over forty students per 
lécture. A comprehensive series of lectures relating to 
the examination syllabus was held as well as two pre- 
examination courses. At sport, association football, 
rugby, cricket, golf and table tennis matches were 
played in which forty-three members represented the 
Society. The report adds, however, that response by 
members to take part could have been higher. Dis- 
appointment is expressed at the lack of support given 
to two dances held in May and December. 

The following officers and committee have been 
appointed for the ensuing year: 

President :-Mr George E. Gibbs, J.P., F.C.A. 

Vice-President: Mr J. С. Powell, Р.С.А. 

Hon. General Secretary: Mr P. M. Vaughan, c/o Francis, 
Williams & Vaughan, x2 Christina Street, Swansea. 

Hon. Treasurer: Mr P. Sykes. 

Hon. Lecture Secretary: Mr J. G. Martin Davies. 

Hon. Sports Secretary: Mr J. Howard Thomas, B.SC. 

Hon. Auditor: Mr F. C. Rudd, A.C.A. 

Committee: Messrs Gwyn Bowen, A.c.a.; R. Gibb, F.c.a.; 
В. S. C. Solomon, А.С.А.; V. A. Davies (Miss), D. A. R. 
Day; N. D. Grieve; Gerald Rees; R. A. Smart; K. D. 
Vincent, and J. G. R. Williams. 


MANAGEMENT COURSES 


Two two-day courses on ‘Company control’ and 
‘Marginal costing’ will be held in London from May 
8-9 and May 17th-18th respectively. They are to , 
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be repeated in Мапсћезјег fróm June sth-6th and sets out to analyse the problem and to show methods 
June: 19th-20th. The former aims to provide a com- of reducing stocks and controlling future holdings. 


prehensive and: co-ordinated scheme for the ‘control Further details regarding. the. courses are obtainable 
of a company’s affairs whilst the second will take the from-Management Courses Ltd, 8 St George’s Terrace, 
form of a critical examination of marginal costing: London NW1. T 


*Cost reduction' and “Stock control and reduction' ; 
are the titles of two one-day courses which will take ; 
place in London on May 1 sth and 16th respectively. . O.E.C.D. ECONOMIC SURVEY 

They are'also to be held in Manchester.on June 27th A further booklet in the 1962 series containing an 
and 28th. The first course is designed to provide a economic survey of the Republic of Ireland has recently 
procedure for examining any business to show where been published by the Organization. for Economic 
cost reduction is needed, and the tools available for Co-operation and Development. Copies of the booklet 
management for use in reducing costs. The second are obtainable from H.M. Stationery Office, price 35. 


HOLIDAY CROSSWORD 


Compiled by Kenneth Trickett, F.C.A. 











of all profits arising from 
payable in the U.K. (6, 7). 
. He's after 100,000 rupees, causing undue delay (6). $ 
. Short column ruled badly in a fraud (8). « 
. Ѕее! — an alternative word for 25 down (4). 

. А coin, sometimes of eight (5). 

. This chip is gilt-edged, however ө. 

. Nought (7). 

Proof of will (7). 

. To survey customs giving information about com- 
panies (12). 


dividends $ 





CLUES DOWN 


He leaves realty, so drive carelessly (7). 

. Shallow monetary institution (4). 

. There is nothing unusual in systems for those not in 
practice (8). 

. . that that benefit will only on retirement... 
(section 388, Income Тах Act, 1952) (6). 

. Justify in law the first part of the average clause (4). 

. The distinction between this and 9 does not normally 

arise in pension fund accounts (Recommendation re 
Retirement Benefits) (7). 

. It may. be the basis of an insurance contract or a 4 

marriage settlement (8). 

8. System of weights for gold and silver — a conservative 

mixture (4). 

















14. Be all upset making a codicil (5). 
CLUES ACROSS s: They speculate for a rise (5). : 
1. It indicates an overdraft, i.e. Table B and С redrafted 18. Being ита fix, bought up the whole of a commodity (8). 
(5, 7). : 19. It secures an 'equable division among children (8). 

9. See 17. | D = 21. An important one was granted on May 11th, 1880 (7). 
то. Each changed for each of lower value (7). 23. Pupper Roman art coins (7). 
11. Coin featuring in certain types of currency (4). 24. ... ог if the sites are managed as a unit. (Section 
12. А company and its subsidiaries go about eighty up (5). 2 (7), Finance Act, 1961) (6). 
13. Suspension of legal proceeding put in to last a year (4). 25. Hire out some of one's slender resources (4). 
16. . Charged additionally (8). 28. In Calvert v. Wainwright (1947) they were held to be 
17. and 9. Section 117, Income 'Tax Act, 1952, provides assessable (4). 


that tax under Schedule C shall be charged in respect 29. An adjusted loss in Peruvian monetary units (4). 
The solution will be published in next week's issue. 
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Tax on Short-term Gains 


Г: central feature of the Finance Bill published just 
before Easter, is Chapter II of Part IT, headed "Charge on 
gains from acquisition and disposal of assets’, Com- 
prising clauses 9-15 and covering thirteen pages, Chapter II is 
supplemented by the Ninth and Tenth Schedules, which together 
cover another seventeen pages. At long last the Inland Revenue 
have adopted the often-repeated suggestion that explanatory 
memoranda should accompany Finance Bills. A White Paper 
costing 1s 3d and entitled “Taxation of short-term gains’ (Стопа. 
1710) appeared on the same day as the Finance Bill and describes 
the proposals in Chapter II in outline. 

Having read Chapter II, one realizes why the drafting has 
taken so many months. It is evident that all kinds of devices, 
well known and not so well known, have been reviewed and 
subjected to anti-avoidance provisions. Although, as we have 
said, the new tax is largely a voluntary one, since one has only to 
wait the statutory three years for land (six months for other assets) 
in order to avoid it, the very introduction of such a tax, hedged 
about with such safeguards, is the thin end of a very big wedge. 
As might be expected, the Inland Revenue have had second 
thoughts about the drafting of sections 21-23 and 28 of the 
Finance Act, 1960, and the result of their cogitations appears in 
clauses 19-21, which clauses are going to be a great headache to 
property speculators, apart altogether from Chapter II. 

Clause 9 (1) imposes Schedule D tax for 1962-63 and sub- 
sequent years in respect of 'gains' accruing to any person who is 
both resident and ordinarily resident in the United Kingdom, 
from the acquisition and disposal of 'chargeable assets', if the 
gains do not accrue as profits of a trade, profession, vocation, 
office or employment. Where either acquisition or disposal 
occurred before April roth, 1962, the tax does not apply. The 
three years (or six months) rule is imposed by providing that 
where the appropriate time limit is exceeded, “there shall be no 
acquisition and disposal within the meaning of this chapter’. A 
new Case VII of Schedule D is created. It charges the gains 
accruing in the year of assessment (по complicated basis periods) 
after deducting the Case VII losses of the same or a previous year 
(not earlier than 1962-63). Profit is deemed to accrue at the date 
of disposal (or the date of acquisition in the case of a ‘bear’ 
transaction). Losses in the ordinary sense can also be set off against 
Case VII income under section 341 of the Income Tax Act, 1952. 
Taxpayers not domiciled here will enjoy the remittance basis in 


' respect of gains arising outside the United Kingdom. 
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Chargeable assets are defined in clause 10; they 
include all forms of property (including options), 
with the exception of ‘tangible movable property’. 
Even tangible movable property can be charge- 
able assets in three cases: commodities dealt with 
in a futures market; currency; and any property 
acquired with a view to its employment in a trade 
or business, but disposed of without being so 
employed. "Гћеге are exemptions. Currency for 
an individual's personal expenditure or main- 
tenance is not taxed; a main residence goes free, 
together with the garden. etc. up to one acre, 
or more if the Appeal Commissioners allow it. 
Some speculators have bought large houses with 


large gardens and paddocks and have gone . 


through the motions of living in the house, with 
a view to developing the grounds tax-free. 
Buildings and structures, with the ancillary land, 
used solely for a trade will be exempt. So will 
patent rights, for there are already provisions for 
taxing these. The exemptions for a residence or 
trade building will not apply if the acquisition 
was partly for the purpose of resale at a profit. 

Clause 11 contains some complicated provisions 
as to the acquisition and disposal of rights in 
assets, contracts to acquire or dispose, transac- 
tions not at ‘arm’s length’ (a phrase-which is not 
defined), nominee holdings, settled property, 


property passing on death, transfers by way of . 


mortgage, and the disposal of interests in land. 
In particular, a letting for a term of less than 
twenty-one years will normally not be treated as 
a disposal of land. Clause 12 deals with the 


computation of profit and applies Case I rules as . 


they apply to an adventure in tlie nature of trade. 
Clause 13 deals with the device of selling the 
shares in a company owning land, as a. means of 
disposing of the land, where the owning company 
has not held the land for the statutory three years. 
Given that if the company sold the land it would 
be chargeable under Case VII, then a charge is 
laid on the proceeds of sale of the shares. For this 
purpose the period during which the shares have 
been held is really irrelevant and therefore 
neither the six months' nor the three years' time 
limit applies. The resemblance of clause 13 to 
sections 21 and 22 of the Finance Act, 1960, will 
be apparent. Clause 13 goes further than these 
two sections in their original form. 'Share' is 
` defined as including the interest of a member ina 
company not limited by shares. Тће disposal of 
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rights attached to or forming part of a share will 
be dealt with as though those rights were a 
separate share. Clearly, this is a lesson learned 
since 1960. Another lesson is that persons ‘con-}- 
nected with’ each other (to use the Bill's own 
expression) could dispose of shares without being 
caught by sections 21 or 22. А person's disposal 
of shares in a company will be caught if either: 
(а) the, company is (or controls) a “land- 
owning company’, is itself controlled by not 
more than five persons, and is a company in 
which the person has a ‘substantial interest’; 
or 
(6) the company (or its subsidiary) ‘has a sub- 
stantial interest in a-land-owning company 
.under the control of not more than five 
persons, and is a company of which the .. 
person (or he and persons connected with 7 
him) have control. 
А land-owning company is one not пина аза 
dealer in land but nevertheless owning land to a 
value of one-fifth or more of the value of its net 
assets. А substantial interest is one-twentieth or 
more of the market value of the share capital, 
whether held by the person alone or by himself 
and persons “connected with' him. 
Clause 14 confers exemptions оп. charities. 
Clause 15 (5) gives to the Inland Revenue . powers 


Ло require any person (under penalty) to say 


whether he has acted on behalf of a person ‘in con- 
nection with any acquisition or disposal of assets 7-4 
by that person and to furnish information as to 
relevant matters. 'The words “in connection with’ 
are so wide that it would seem that no pro- 
fessional person would: be immune.. Clause 9 (7) 


‘imposes profits tax in MID circumstances 


on Case VII profits, - 

One obvious criticism of the new tax is that 
although it is ostensibly directed at. ‘short-term 
gains’, which in the words of ''HE CHANCELLOR are 
used as income, in fact it is applied to gains by 
trustees of settlements, and mutual insurance com- 


.panies, which, generally speaking, are not spent. 


Chapter I of Part II deals with the charge to 
income tax and the increased relief for smal“ 
incomes. Chapter III contains miscellaneous 
amendments. Part I is devoted to customs, excise 
and purchase tax; Part ПТ to estate duty ; Part IV 
to stamp duty, and Part V to the compulsory 
redemption of tithes and the short title, con- 
struction, extent and repeals. 
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- Revenue Back Duty Reverse 


HE new back duty code contained in 

| Part Ш of the Finance Act, 1960, was put 

forward as removing the anomalies cf the 

former law. At the committee stage TH 
ATTORNEY-GENERAL said : 

*we have thought. it right to make a provisien for 

the payment of interest by the taxpayer cn the 

money of which'he has had the use durirg the 
period since his default, simple interest at 3 per 
cent. In that part of the machinery contaired in 
this Part, we believe we have devised a way by 
which all back duty and interest on it can be 

recovered’, у 
Others were not quite so enthusiastic about the 
drafting of the Act as the ATTORNEY-GENERAL. 
And now a blunder i in it has been revealed. 

Mr CHARLES -WILLIAM Martin of Albert 
Road, London SEzs5, like the celebrated Mr 
Hincuy!, was the subject of a back duty investi- 
gation as a result’ of which a number of assess- 
ments for past years were raised on him. The 
General Commissioners for the Wallington 
Division in Surréy dismissed his appeals azainst 
them as long ago‘as January 1958. In January of 
this year the Tax Inspector applied to these 
Commissioners for a certificate under section 
58 (5) (6) of the Finance Act, 1960, of interest at 
3 per cent on the'tax charged. 


Although the taxpayer himself did not taxe the 


point, the Clerk ‘to the Commissioners advised 
them that they had no power to grant sich a 
certificate. The Inspector then applied to the 
Divisional Court for leave to apply for an order 
of certiorari to quash the Commissioners’ Jeter- 
mination. This application (Fysh v. Martin) was 
granted on April/1oth and the case came on for 


hearing on April 18th. The Divisional Court unan- - 


imously dismissed the Inspector’s applicaticn. 
Section 58 (ту. imposes a charge for irterest 
where ‘an assessment is made for the purpose of 
making good to the Crown a loss of tax wholly or 
„= partly attributable to the fraud, wilful default or 
| neglect of any pérson'. Read by itself, the sub- 
section clearly applies only to assessments made 
after the Act became law on July 29th, 1960. 
The ATTORNEY-GENERAL relied on section 44 (1) 
which provides that, subject to section 44 (=), the 


1 CLR. v Hinchy (39 A.T.C. 13). 


provisions of Part III (including, of course, 
section 58) 'shall have effect in relation to any year 
of assessment . . . whether ending before or after 
the commencement of this Act'. Section 44 (1) 
also provides that the old penalty provisions shall 
cease to have effect, to the extent specified in 
Part П of the Eighth Schedule. The ATTORNEY- ` 
GENERAL said the obvious intention was that the 
new provisions should apply to assessments made 
before 1960. 

The Court pointed out, however, that assess- 
ments for tax years prior to 1960-61 could well 
be made after July 29th, 1960, so that it was not 
necessary to infer that Part III was retrospective 
to such an extent as to hit assessrhents already 
made. Тће Court also pointed out that section 
51 (I) uses the expression “has been made', 
not ‘is made’. The ATTORNEY-GENERAL was 
obliged to admit that, on the construction con- 
tended for by the Crown, it would be open to 
the Crown to levy interest in respect of tax 
which had been paid many years before 1960. , 

'The Court declined to decide another point on 
the section, on the ground that the Inspector's 
application failed in any case on the plain wording 
of section 58. The other point arose out of section 
44 (2) and constituted one of the grounds of the 
General Commissionets' decision — section 44 (2) 
provides, inter alia, that nothing in Part III 

а) shall affect any proceedings commenced before 

the commencement of this Act or the recovery 
of any penalty imposed in such proceedings; 

(5) shall apply in relation їо anything done or 

omitted which is the subject of such proceed- 
ings or in respect of which any proceedings 
were compounded before mers commencement 
of this Act.’ 
The Commissioners took the view that the 
defaults of Mr MARTIN were the subject of 
proceedings (i.e. the additional assessments) 
before the commencement of the Act. 

It seems to follow from the Court’s decision 
that the new penalty provisions in sections 46 and 
47 are confined to acts or omissions occurring 
after July 28th, 1960. As the Legislature rather 
rashly repealed the old penalty provisions, a 
yawning chasm is now revealed, which calls for 
a hasty addition to the Finance Bill. 
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The Asean: 5 Affairs 


N the evidence of the extracts from the 

Council's 1961 report which we published 
| in these pages three weeks ago, the affairs 
of The Association of Certified and Corporate 
Accountants continue to prosper although three 
problems, carried forward from previous years, 
remain unresolved. 

The most urgent of these is the poor quality of 
the examination results. In the Final examinations 
in 1961, only 28 per cent of the candidates 
passed as compared with 44 per cent in 1960 and 
49 per cent in 1959. The Intermediate examina- 
tion results were more satisfactory although exact 
comparisons with the immediate past cannot be 
made as this examination has now been divided 
into two sections. Forty-three per cent passed 
Section I and 38 per cent Section II in December 
1961, whereas in June 1961, under the old syllabus, 
26 per cent passed the complete examination. In 
his presidential address given at the fifty- 
seventh annual general meeting of the Association 
on April 17th — a report of which appears in this 
issue — MR С. L. BARKER, Е.А.С.С.А., considers 
that the difficulty may be that once the demands of 
office employment are honoured not enough time 
is available for examination study. Accordingly, 
the Association's bye-laws have been altered 
to permit students to take whole-time study 

' courses for the two years preceding the Inter- 
mediate examination. Mr BARKER appreciates 
that this innovation is a departure from traditional 
training methods but thinks that it is in keeping 
with modern developments i in business education. 

The second question still confronting the 
Council is the lack of support given to the district 
societies, Here again, the office octopus may be 
the cause but the efforts of those who look after 
the corporate and cultural sides of the Association 
certainly deserve more encouragement than they 
appear to get from the membership rank and 
file. 

The third matter is that of headquarters 

: accommodation. A further short lease of 22 
Bedford Square has been taken but new and more 
commodious premises will have to be obtained 
to allow the activities of the Association ade- 
quately to expand. Bound up with this is the 
question of finances. Each.year the Council 


contrives most commendably to spend less than 7" 
it receives and in 1961 the excess of income over 
expenditure, before making certain transfers for 
future commitments, was £8,179. The aggregate 
funds of the Association at December 31st, 1961, 
were £85,854 and, by present-day money levels, 
that is clearly not sufficient backing. Accordingly, 
higher rates of annual subscriptions have been 
approved and will become operative from January 
Ist, 1963. It is noteworthy that this is the first 
increase since 1956 and that the new levels are 
only slightly more than twice those of 1939. 

The Technical Research Committee and its 
satellite bodies, to whom THE PRESIDENT pays just, 
and due tribute, quietly pursued their valuable „У 


‘inquiries during the year. The electronic data 


processing subcommittee produced the third of 
its current series on that subject, entitled The 
Planning and Installation of a Computer and the 
fourth — Management Control and Auditing — is 
promised for this summer. Behind the scenes, the 
taxation subcommittee made progress with two 
future publications – оп back duty and double 
taxation relief - and began work on a new study 
on estate duty. A regular feature of the Com- 
mittee's labours is the submission of memoranda 
to various Government departments including 
the usual pre-Budget advice to THE CHANCELLO: 
OF THE EXCHEQUER. Another notable event in th 
Association's calendar was the week-end school 
at St John's College, Cambridge, at the end of 
last month when nearly one hundred members 
attended. 

It is becoming a tradition that the PRESIDENT 
makes some reference in his address to the Budget 
and this year, in the course of his remarks, Mr 
Barker describes the capital gains levy as a 
political expedient and dismisses it as a costly and 
complicated tax from which only accountants will 
derive benefit. This is a solemn thought because 
the present fortunes of the accountancy pro- 


‘fession are substantially based on the ability to sect 


that the law is correctly interpreted, observed and, 
administered. Perhaps if, for a start, taxation 
laws were simplified ~ and the Association recently . 
has made some excellent recommendations in this 
direction — accountants might find more соп- ` 
structive outlets for their specialized skills. 
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=> — Company Law Reform in Germany 


by R. J. NIEHUS 
Wirtschaztsprifer, Düsseldorf 


м 


НЕ German Companies Act dates back to 7937, 

and almost from the start has been subject to 

heavy criticism. Its structure generally is 
considered undemocratic because nearly all power 
rests with the board of managers (Vorstand) and too 
little with the shareholders, or even with the Еоага 
of directors (Aufsicht) for that matter!, The uniform 
profit and loss statement as prescribed by the Z.ct is 
considered tó fall far short of a proper statement of 
income. It permitted the offsetting of net sales not 
only against cost of sales but also against a hcst of 


1 ""o:her expenditures so as to arrive at an absolutely 


meaningless balance as the first item on the profi: and 
loss statement. | ; 
After almost twenty years of debate the Federal 
Ministry of Justice published a Bill in 1958 and 
invited comments from experts. Naturally the Bill 
faced strong opposition — mostly from those who 
would have to rélinquish some of their power under 
the new Act. : 


` 


New Model Uniform Profit and Loss Statement 


Since it has been the established aim of the Ge-man 
Government to revitalize the German stock-market 
in order to bring in new classes of the population who 
may buy and sell shares on the stock exchange, £ was 


pportunity afforded by the 1937 Act, as mentioned 
above, to conceal the sales figure. Over stiff opposition 
from many in industry who feared that disclosure of 
net sales would afford their competitors too deep an 
insight into their operational set-up, and only ater а 
link up with another Bill that permitted stock zom- 
panies to issue ‘stock’ dividends without creating an 
income tax liability on the part of the recipient share- 
holders (until then a stock dividend like a cash divi- 
dend meant taxable income to the recipient), the 
so-called ‘Little Company Reform Bill’ becams law 
on January 1st, 1960. As from that date, all companies 
operating in the form of an Aktiengesellschajt are 
required to disclose their net sales as the first item on 
the profit and loss statement which they have to 
publish annually together with their balance sheet. 


ДУ не necessary to eliminate as soon as possible the 


j Ошу family companies below a certain size are 


excepted from this disclosure requirement. 


! In the German company hierarchy the directo-s are 
elected by the shareholders. They are their represen-atives 
entrusted with the supervision of the management. The 
managers (Vorstand) manage the day-to-day business of the 
company. On principle, a member of the board of managers 
may not at same time be a director of Ње`сотрапу, cr vice 
versa. 


Certain other but relatively minor changes were 
made to the income statement at the same time. For 
instance, amounts taken into income from a reserve * 
account have to be disclosed separately; the same 
applies to provisions for general reserves which the , 
management may have made before presenting the 
annual accounts to the stockholders. 

These, however, were only piece-meal amendments, 
The sweeping changes аге still to come. The Govern- 
ment presented a completely new Bill to the last 
Bundestag, but it was not considered before the 
Bundestag was dissolved for last year’s general election. 
It is understood that the Bill, which must be tabled 
again before the new Parliament, will get its first 
reading some time in April or May of this year. 

It is, of course, impossible to discuss here in detail 
the new Bill with its 350 articles and its implications 
for shareholders, board members, advisors, auditors, 
and the business community in general. Therefore it 
is proposed briefly to.describe the most significant 
of the new features as far as they would seem to be of 
interest to public accountants in other countries. 


New Model Uniform Balance Sheet 


The balance sheet, which in Germany conventionally 
starts on the left side with fixed assets and with the 
other assets following in the order of their liquidity, 


‘now will have a separate section between fixed and 


current assets called ‘investments’. The sub-headings 
will be: (а) Investments; (6) Long-term securities; 
(c) Long-term loans not maturing within the next 
three years. It is felt that such a subdivision (which 
has its counterpart on the liabilities side (see below) 
will give a deeper view into the company’s liquidity 
position. ` 

It has always been obligatory for public companies 
to show inter-company accounts as a separate item. 
In future, according to the new Bill, management will 
have to disclose the amount of shares the company 
holds in a controlling or а subsidiary company. At 
the same time the nominal amount of such stocks has 
to be mentioned. In this connection it should be 
noted that no change is envisaged regarding the 
provision that a company generally may not repur- 
chase more than ro per cent of its own stock. 

On the liabilities side, it is perhaps of interest to 


- доѓе that in future only the reserves for depreciation 


of fixed assets may be shown here (it is customary in 
Germany, generally speaking, to deduct the annual 
depreciation from the book values of fixed assets), 
whereas, for instance, amortization reserves, reserves 
for doubtful accounts, reserves for inventory devalua- 
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tion are not to be shown here, but must be deducted 


from the assets concerned. This provision also operates . 


in the interests of a clearer ђајапсе sheet. 


Public companies in Germany usually show on the. 


liabilities side of their balance sheets, between the 
profits retained and the accounts payable sections, an 
item called ‘Reserve for contingent liabilities’. The 
new Bill contains a provision requiring the amount of 
contingent liabilities not maturing within the next 
three years to be shown in parentheses. 

The interests of more adequate disclosure are also 
to be served by the introduction, on the liabilities side 
of the balance sheet, of a separate section for loans 
not maturing within three years. It will be sub- 
divided as follows: 


(a) Bonds (DM. . . . secured by mortgages); 
(b) Bank loans (ОМ... secured by mortgages); 
(c) Other loans (РМ . . . secured by mortgages). 


As regards deferred accounts, it has been the practice 
of some companies to inflate deferred or prepaid 
charges or credits. In future, however, only truly 
deferred items may be shown here, whereas pre- 
payments of any form. have to be shown on separate 
accounts. 


Secret Reserves 


German commercial law which underlies the Com- 
panies Act is based on the principle of protection of 
creditors of an enterprise. In theory, this can mean 
that the interests of the creditors are best protected 
if assets are stated as low as possible and liabilities 
are overstated as high as possible, so that management 
may not distribute too much profit. It is, of course, 
often difficult to determine exactly where conserva- 
tive valuation stops and wilful understatement begins. 
This has been realized by the authorities, who have 
not given in to demands from certain circles, mainly 
academic, to outlaw ‘secret reserves’ altogether, but 
have merely tried to restrict them. In future, secret 
reserves may be created in the balance sheet only 
within the following limitations: 


(а) Fixed assets — only if this is deemed necessary 
from the viewpoint of a prudent and conserva- 
tive business man in order to strengthen the 
position of the company. 

(b) Inventories — only where considered necessary 
by a prudent and conservative management. 


The new Bill explicitly states than no wilful over- 
valuation may be contained in the 'reserve for 
contingencies'. Management would violate the law if 


it should decide to transfer part of the annual profit. 


to the reserve for contingencies account under what- 
ever pretext — and in such a case the public accountant 
would have to withhold his certificate. 


Annual Report to Stockholders 


In addition to the information which has to be pre- 
sented in the annual report under present law (liens, 


THE 
ACCOUNTANT 


April 28th, 1962 


total emoluments paid to members of the board of 
managers and supervisors, assignment by bill of sale 
as security — to name only the more important items), 
the new Bill requires that, for instance, management 


has to inform stockholders when a right of the dire 7 


tors or managers to share in the profits of the com- 
panies has been commuted into any other form of 
compensation, for example, additional superannuation 
payment. 

Under present law, management may curtail the 
information ordinarily required to be presented in 
the annual report, if this is deemed to be in the inter-, 
ests of the company. It appears that this protective 
clause has not infrequently been invoked, although 
there is no exact information on this point as manage- 
ment is not compelled to divulge at the annual stock- 
holders’ meeting that it had, in fact, withheld 
information for any reason. In future, there will be 
no such ‘protective clause’ and all the information 
stipulated by law must be disclosed. 


à 


А provision of existing law requires management ` 


to report to stockholders if the valuation — although 
still within the boundaries of the law — has not been 
observed consistently. There is no doubt, however, 
that this statutory requirement has been interpreted 
very liberally and practically no reports have contained 
any comments worth mentioning of changes in 
accounting principles. In the legisiation now proposed 
this matter is tightened up and any changes regardless 
as to whether they are considered material or not 
would in future have to be reported. 


Right to Fix Dividends 
As in the past, the new Bill requires the company 


managers, acting with the board of directors, to рѓе-. 


pare the financial statements and to determine th 
amount of the profit which in their opinion may b 


distributed as a dividend. At the same time they are 


required to disclose in the profit and loss statement 
the amounts set aside as reserves. 


The shareholders’ meeting, however, has the right 


-to reject the balance sheet and profit and loss state- 


ment in the form presented, and may either restore 
to income part of the amounts set aside, or conversely, 
increase the provision for reserves. This exclusive 
right of the stockholders to dispose of the profit 
including open reserves is generally considered to be 
a prominent democratic feature of the new Bill. 


Right of Minority Shareholders 
Under present law the majority of shareholders could 


vote to liquidate the company or to change it into a Y 


G.m.b.H. which is the other form of incorporation in 
Germany (but which does not have to publish its 
financial statements, and the shares of which cannot 
be traded on a stock exchange). In future this will only 
be permitted if at least 95 per cent of the shareholders 
present at the shareholders' meeting agree to such a 
change-over. 


E 


! 


fee exempted dealers are published annually by 


~. 
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Group Companies 

Described above are some of the amendments which 
are proposed, which are designed to modernize — or as 
some critics say, to ‘democratize’ — the present com- 
pany legislation. However, the most significant 
features of the néw Bill are the provisions which 
deal with ' group companies' and, in this connection, 
especially with ‘interlocking investments’. Not only 

does the Bill for the first time require the audit ind 
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subsequent publication of consolidated accounts, but 
it also requires management to prepare an annual 
report to stockholders on the consolidated accounts. 
Nor is the method of consolidation left entirely to the 
discretion of the companies and their accountants, 
but is to some extent prescribed in the Bill. А consoli- 
dation has to be made if a company owns more than 
75 per cent (in certain instances more than 5o per cent) 
of the shares of another company. 


Points on ЕЕ Procedure 
CONTRIBUTED 


The recent I.C.I.-Courtaulds battle has once again focused attention on take-overs 
and has given rise to some discussion of procedural points. In this article our 
contributor discusses current procedures in the light of the Prevention of Fraud 
(Investments) Act, 1958, the Licensed Dealers (Conduct of Business) Rules, 1960, 
the “Notes on Amalgamations of British Businesses’ published by the Issuing 
Houses Association in October 1959, recommendations made by various bodies 
and persons to the Jenkins Committee on Company Law Reform, and some case 
law on the subject. 


Who can make Offers? 


T the. present time a take-over offer, 
Whether for cash ог by shares exchange, 
can be made, inter alia, 


(i) by an exempt person under the Act of 1958 
on behalf of a principal Exempt persons 
include issuing houses and merchant banks 
and all stock exchange firms which, as the 
result of a change in stock exchange regula- 
tions, can now make take-overs provided they 
have the consent of their council. Lists of 


the Board of Trade and are obtainable fro 
the Stationery Office; 


(ü) by a licensed dealer under the Act of 1958 
who has been granted either a principal's 
licence or a representative's licence by the 
Board of Trade. The Board has power to 
regulate the conduct of business by holders 
of licences and has done so in the Licensed 
Dealers (Conduct of Business) Rules, 1960 
(5.1. 1960, ‹1216). These rules are not made 
applicable by statute to exempt persons; 


. (iii) by any company or firm provided it submits 
the document containing the offer to the 
Board of Trade for approval, or without such 
approval when making an offer for shares of 
any of its own subsidiaries; 


(iv) through the sitting board of the offeree com- 
pany. In this last case the question arises 
whether the document must be vetted by the 
Board of Trade before it is sent out to share- 
holders. Section 14 (3) (a) (iii) of the 1958 


Act provides that a circular issued by a com- 
pany and addressed exclusively to holders of 
securities in, or to persons employed by, or 
to creditors of the company or any subsidiary 
thereof, is exempt from the provisions of sub- 
section (r) which places restrictions on the 
distribution of circulars relating to invest- 
ments. 


In a case witich came before the stipendiary 
magistrate at Marlborough Street Court, London, 
in 1959, the chairman of a company of wholesale 
chemists was also chairman of a company of 


` financial consultants who were financial advisers 


to the first company. At a meeting of the first 
company the chairman reported that he had 
received a firm offer for the company’s shares. 
and a resolution was carried unanimously that 
the board recommend shareholders to accept the 
offer. A circular was sent out to shareholders from 
the company’s offices advising acceptance of the 
offer, but acceptances were to be sent to the 
offices of the financial consultants who had under- 
taken to deal with the transfer of the shares for 
a special fee. The financial consultants, who were 
not licensed dealers, were charged by the Board 
of Trade with having caused the wholesale 
chemists to distribute documents which were 
circulars containing an invitation to persons to 
offer to enter into an agreement for disposing of 
securities. The magistrate said he could not 
accept the claim that the act of the wholesale 
chemists was the act of the financial consultants 


528 


and he dismissed the summons. Nevertheless, 
there seems to be a feeling that the position 
generally in this respect is in need of clarification. 


Controls 


In the case of licensed dealers (but not exempt 
persons) the document containing the offer must 
contain the information and advice set out in 
article 1 (а) and (5) of the 1960 Rules, and the 
terms of the offer and the document containing 
the offer must also comply with the numerous 
requirements specified in Parts I and II of the 
First Schedule to the Rules. It is understood 
that where the offer is made by a member of the 
London Stock Exchange, the Council of that 
body is likely to insist that the offer contains 
the information laid down in the 1960 Rules, 
and a company or person (other than an exempt 
person or licensed dealer) submitting the docu- 
ment containing the offer for the approval of 
the Board of Trade will presumably also have to 
conform to the same rules as a condition of 
obtaining approval. Merchant banks, issuing 
houses and other exempt persons, on the other 
hand, are largely guided by ‘City practice’ as set 
out in the Notes on Amalgamations of British 
Businesses. 

The control exercised by the stock exchange 
over information disclosed to offerees in a bid 
has been confined to cases of quoted companies 
issuing a circular of offer to its shareholders or 
intimating to its shareholders the existence of an 
offer. In such circumstances four copies of the 
proofs of circulars to shareholders and notices 
of any meetings are required to be submitted to 
the Share and Loan Department. 
` There is no stock exchange control over offers 
made by issuing houses, bankers, solicitors, 
accountants or other persons directly to holders 
of securities, but most issuing houses and mer- 
chant banks and several holders of principals' 
licences have, as a matter of courtesy, submitted 
proof documents of offer for comment by the 
Share and Loan Department. The Notes on 
Amalgamations of British Businesses in fact recom- 
mend that documents containing offers for se- 
curities which are quoted on the stock exchange 
should be cleared with the stock exchange 
authorities before their issue. 


Contents of Documents 


Among the financial institutions, professional 
bodies and others who have submitted memo- 
randa to the Jenkins Committee, there is a large 
measure of agreement as to what the document 
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should basically contain, but there are one or 
two striking instances of disagreement. ЈЕ is 
generally accepted that the bidder should dis- 
close his identity at the date of the offer, together 
with the number of shares he has already acquired, 
if only for the reason that a shareholder should 
know who will be in control if he is left in a 
minority. 

On the other hand, the Law Society has stated 
that any person interested in acquiring any sort 
of property was at present free to conceal his 
identity if he "wished, and the Council of the 
Society could not see any reason why a person 
wishing to acquire control of a company should 
be placed in a position of peculiar disadvantage. 
Several recommendations have been made to the 
effect that the latest date when an offer could be 
declared unconditional should be stated; and 
that when the offer was declared vnconditional 
the bidder should reveal the number of shares 
which he then held or for which acceptances 
had been received and should allow a further 
period of seven days for acceptance. Three weeks 
is the most popular minimum period for which 
an offer should be kept open, with five weeks as 
the maximum period. The Accepting Houses 
Committee and Issuing Houses Association, in a 
joint memorandum, suggested that licensed and 
exempted dealers, when making an offer on 
behalf of a principal, should accept statutory 
responsibility (on the lines of the responsibility 
of an issuing house for the accuracy of an offer 


of sale) for seeing that the offer contains accurate ` 


and sufficient information about the offeror com- 
pany to enable the recipient to make up his mind. 


Other suggestions would require the bidder to 


state his intentions regarding the continuation or 


otherwise of the business and his proposed treat- 
ment of. redundant personnel, if any. There are 
no dissentients from the view that in the event 
of a partial offer, acceptances should be on a 
pro rata basis in the event of acceptances exceed- 
ing the amount required. Indeed, the Council of 
the London Stock Exchange stated that it had as 
а 'subject for inquiry? the possibility of requiring 
an explanation of the reasons for the unwilling- 
ness or inability of the bidder to make an offer 
for the whole of the securities of a particular 
class. 

By section 193 (1) of the Companies Act, 1948, 
particulars of any payment to a director for loss 
of office in connection with the transfer of all or 
any of the company's shares must be included 
in or sent with any notice of the offer for their 
shares which is sent to shareholders. Details of 
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such payments live often been included as part 
_of the terms of the offer. However, where the 
` Licensed Dealers Rules apply, article 1 (3) of 
nu. Part П of the Fi irst Schedule to the Rules pro- 
vides that the acquisition of the securities to 
which the offer relates shall not be conditional 
upon the offerees: approving or consenting to any 
payment or other benefit being made or given to 
any director of the offeree company as compensa- 
tion for loss of office or as consideration for or 
in connection with his retirement from office. 


Duty of Offeree Company's Board 
The Third Schedule to the 1960 Rules contains 
a list of requirements to be satisfied by the board 
of directors of an:offeree company recommending 
acceptance (but not refusal) of an offer. Perhaps 
the most important requirement from the point 
of view of shareholders is number (8), namely, 
whether ог пої; there has been any material 
change in the financial.position or prospects of 
the offeree company since the date of the last 
balance sheet, with particulars. Тће Law Society. 
of Scotland suggests that in addition the directors 
of the offeree company should inform the share- 
holders as to (a) the prospects of the industry in 
general and the company in particular; (p) whether 
in their opinion the present value of the assets of 
the company differs substantially from the bal- 
ance sheet figurés; (c) what they know of the 
financial standing of the offeror, and (d) whether 


. the offeror's method of settlement appears 


satisfactory. 


‚ Section 54 


Section 54 of the Companies Act, 1948, pro- 
hibits a company, saving exceptions, from pro- 
viding financial assistance towards the purchase 
of its own shares:or those of its holding company. 
It is not clearly ‘worded and its main provisions 
have given rise to different interpretations. The 
fine for a breach of its provisions is relatively 
small and it is considered by some that there have 
been wholesale breaches of the section in con- 
nection with take-over bids, particularly where, 
for example, the bidder borrows the whole or 
part of the cash’ consideration for the purchase 
of shares and later repays the loan from the 
offeree company’s resources. Some recommenda- 
tions to the Jenkins Committee would deal 
severely with alleged breaches of this kind, but 
the question arises whether some of the prac- 
tices condemned are really detrimental. 

The Law Society (of England) points out that 
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in many groups of companies finance is quite 
properly centralized in the parent company 
which acts as a banker to the group. When a 
company with liquid resources is acquired, those 
resources are taken over by the parent company 
which, it could be argued, had thereby recouped 
part of the purchase price of the shares and thus 
received financial assistance in connection with 
the purchase. The Council of the Society there- 


fore recommends that section 54 should be 
"reviewed so as to make it clear that this kind of 


transaction is permitted. 

Similar observations came from the Council of 
The Institute of Chartered Accountants in 
England and Wales who stated that the section 
was apparently being interpreted to mean that if 
company А. (using its own resources or a bank. 
overdraft or money borrowed from a third 
party) purchases the shares of company B., it is 
therefore unlawful for B. to transfer to A. either 
by way of loan or dividend any part of the cash or 
other assets held by B. at the time when the 
shares were acquired by A. In a memorandum 
from Guest, Keen & Nettlefolds Ltd, it was 


.recommended that the extent to which a com- 


pany's resources can be used, after the event, to 
finance the purchase of its own shares should be 
specified by statute. 


Conclusion 


It will be apparent from what has been said that 
the only direct statutory: control, in the case of 
take-overs, is exerted where the offer is made by 
a licensed dealer, but that the Licensed Dealers 
Rules may be made applicable, under pressure 
or by persuasion, to other offerors or agents. 
Since, however, the majority of the more im- 
portant bids appear to be made by merchant 
banks and issuing houses on behalf of principals, 
the governing factor is usually “City practice" as 
outlined in the Notes on Amalgamations ој 
British Businesses, and the requirements of the 
stock exchange so far as relevant. 

Needless to say, circumstances alter cases, and 
the larger the company to be taken over and the 
more problematical the merits of the bid, the 
fuller should be the information required from 
both sides to enable shareholders to arrive at 
a decision. Indeed, latitude and flexibility are 
emphasized as desirable in connection with 
take-over bids by many of the recommendations 
to the Jenkins Committee, their sponsors being 
opposed to statutory intervention except to cure 
real or imaginary abuses or to clarify matters 
of law which are now in doubt. 
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Management Decisions Games 


by BRIAN A. MAYNARD, M.A., F.CA., F.C.W.A. 


In this paper, the chairman of the recent ‘Information for Management’ conference 
of the London and District Society of Chartered Accountants, describes the aims and 
operation of the business game he organized for the conference. 


the conduct of operations is an old one. In the. 


Г: idea of using games to teach principles for 


armed forces, where it can be unnecessarily 
disastrous to learn lessons the hard way, games have 
long been used for training purposes. Thus, it is 
known that Kriegspiel was in use in the Prussian army 
as early as 1798 and military games, which were 


introduced into the British army in 1872, later spread 


to many other countries. During the first half of this 
century Germany апа Japan made extensive use of 
war games, particularly in their preparation for the 
Second World War. Š 

Over the last five years, management or business 
games involving the use of an electronic computer 
have been used increasingly in industry and com- 
merce and in business schools in the U.S.A. 

In Britain, games which do not involve the use of 
a computer, often derived from the Andlinger 
(Harvard Business Review) game, have been in use 
for some time. But games which exploit the possibili- 

_ ties of computers have only recently become available 
in the United Kingdom. It is safe to prophesy that we 
shall be hearing a lot more of them as the many com- 
puters now being installed in this country become 
established, and their possessors find themselves in a 
position to benefit from recent American research 
and experience. 

It was appropriate that the first conference in 
Britain at which such a management game was 
played should be organized for members of The 
Institute of Chartered Accountants in England and 
Wales. For accountants will inevitably have a large 
part to play in this development, either as external 
advisers or as members of the management team. 
Their enthusiasm was shown by the fact that the 


members of this conference were prepared to play the . 


game on Thursday and Friday evenings until mid- 


night and to follow this by an all-day session оп’ 


Saturday in London near the computer. 


Game not a Gimmick 


I would like to stress the fact that this game con- 
stituted an integral part of our conference and was 
not an extraneous gimmick. Our theme was 'Informa- 
tion for management' – a much broader concept than 
the somewhat limited and dated one of management 
accounting. .We were therefore concerned with our 
role as information men responsible for providing an 
all-round information service to all levels of manage- 
ment to assist them in planning and control and 
generally to make better decisions. 


The selection of a computer game as a means of 
learning more about management decision-making 


processes does not imply any excessive enthusiasm . 


for this new technique, which must be considered in 
perspective as.only one of a whole range of manage- 
ment training methods. А. computer game, however, 
offered two valuable advantages for our purpose. 
First, its speed enabled us to telescope some four 
years of vicarious experience into twelve hours of real 
time — no small consideration at a bzief conference on 
a large subject. Secondly, it provided a rapid feed- 
back: of the results of their decisions to the players, 
thus allowing them to modify their policies in the 
light of the lessons learned while the game was in 
progress, This dynamic quality in the game can lead 
to a remarkable degree of personal involvement 
and absorption and increases the impact of its 
lessons. | | 
Computers have the advantage of being able to use 
models incorporating far more numerous and com- 
plex factors than it would be practicable to include in 
a manual game. 'This makes it possible to illustrate a 
broader range of principles and to illustrate more 
complex procedures or techniques. Their other vir- 
tues include accuracy — though this is not infallible — 
and complete impartiality in establishing the results 
of competitive decisions. This obviates the personal 


resentments that are so easily engendered in games: 


which involve qualitative decisions by a human 
referee. | 
Nature of the Game 


A high degree of realism is vital in functional 
games used to provide training in specific areas like 
marketing, production control or stock control, or 
games designed for a particular industry, and, more 
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generally, wherever simulations are used for -esearch 
or problem-solving. But in general management 
games, whose object is to illustrate and teach general 
principles, verisimilitude or an impression of reality 
is what is required. Here it is more convincing and 
effective to simulate only those factors which are 
necessary for these purposes than to allow the main 
issues to be obscured by too many unimportant, 
though realistic, factors. At the other extreme, over- 
simplification to-a point where verisimilitude was 
lost would interfere with players' concentration and 
acceptance of a game. 

Ours was one of many variations of a wel -known 
game produced by the American Management Asso- 
ciation, which has done. much to encourage the 
development of:games for training purposes. Our 
version was adapted from the basic А.М.А. model 
by The Pillsbury Company in 1958 and has since been 
further modified Љу C.E.I.R. on whose resou-ces and 
administration we relied. 

Our game was of the ‘interactive’ variety,.so 
described because the actions of each company were 
affected by those:of each of the others. For example, 
a company's sales were affected if a competitor 
lowered its unit price, or improved the quality of its 
product and indulged in heavy marketing expenditure 


without changing the price. Being interactive, the 


game was competitive. 

Non-interactive games are used for such purposes 
as training in the.operation of internal procedures 
such as new inventory or production control systems. 
"They can also be played competitively by, as it were, 
playing against par and comparing results. 

The element of competition between the policies 
of the leading companies, which formed a most en- 
lightening feature of our game, could easily be lost if 
there were too ‘many competitors. We therefore 
restricted the number of companies to sever a game 
and organized thé conference into fourteen g-oups so 
that two games could be played simultaneously. 


Organization of ‘Companies’ 

Each group comprised ten members — a chairman, 
his eight executives and a tenth, non-playing member 
who acted as observer. It was left to the chairman to 
decide how best to organize his team. As sound 
decision-making at high speeds is not possitle with- 
out efficient internal organization, chairmen dele- 
gated responsibility for the more important functions 
and various clerical tasks. Some 'companies' found it 
practicable to rotate some of the jobs to broaden 
members' experience. 

Concentration on the most relevant information for 
each decision is essential to success. It was lef: to each 
company to decide the extent and form of the records 
it required, but an aide-mémoire was prepared for any 
chairmen who were interested. Similarly, details of a 
number of possible forms of organization were also 
provided for the consideration of сћантпеп. 

. То facilitate the clerical work involved, stationery, 
including specially ruled graph. paper and schedules 
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for tabulations, coloured pencils and calculating 
machines were provided in the boardrooms. 


Role of Observers 


The observer attached to each company had pre- 
viously attended a special half-day session on the 
game. His concern was that the company should learn | 
from the game and not that it should win it — there 
was in any case no fixed criterion of success. His 
primary function was therefore to ensure that his 
company did not neglect any facts that might increase 
the benefits it obtained from playing the game. In 
doing this, he had to be careful to remain an observer 
and not to use his privileged inside knowledge about 
competitors’ activities and the progress of the game 
to influence the policies or decisions of the company. 
Ап additional function was to assist generally in the 
maintenance of the time-table and answer questions 
of a routine nature about the game, passing others to 
the referee. 

Observers were supplied with working schedules 
on which they recorded their observations under such 
headings as: 


I — General objectives of the board; 
II – Policies adopted to achieve goals; 
III - Main interests of board members; 
IV - Records maintained; 
V — Organization of the board; 
VI - General comments on benefits obtained. 


Тћеу were particularly requested to agree with the 
chairman of their company a statement of its initial 
objectives and policies by the end of the first year, 
and, of course, to record changes made subsequently 
as a result of experience of competitors' activities. 

At the general review session at the end of the pro- 
ceedings, the observer was required to give his 
comments immediately after his chairman had 
reported. 

At various stages in the game, conferences were held 
for the executives responsible for a particular func- 
tion, such as sales, production or finance. These 
lasted for one quarter, during which the chairmen had 
to re-allocate the duties of those concerned. The 
agenda for each conference, which specified who was 
to open the discussion on each point, was circulated 
two quarters before the meeting. 


Starting Position 
Each group took over a company as a going concern 
from the previous management, competing in a rela- 
tively new market for a single type of product which 
they manufactured. In some games each group starts 
off with the same cash reserves and the individual 
companies, which are all in different positions, are 
auctioned to them. Ја our game, all companies 
started in identical positions in terms of cash and 
credit resources, plant, profit and share of the market 
and sales potential. These initial details were set out 
in the last reports of the previous management 
(Figures r and 2) and some explanatory notes are 
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provided in Appendix A. I should have liked to 
extend the technical information back over, say, the 
four previous quarters but this was not practicable. 
It was, however, apparent from the previous quarter's 
report that things were far from well and that every 
company had to improve its performance. 


Decision Reports 


At quarterly intervals, each company was required to 
make a series of decisions covering: 


Level of output; 

Level of expenditure on research and development; 
Level of expenditure on marketing; 

Unit price to be charged for its product; 
Dividend to be paid, if any; 

Expenditure on purchasing plant; 

Expenditure on market research information; 
Increase or decrease in bank loan. 


"These were recorded on the decision report (Figure 4) 


after their cash implications had been reviewed on 
the cash budget form (Figure 3). Notes on how these 
forms were to be completed are provided as Appendix 
B. : 
The ranges from which decisions had to be selected 
were realistically limited to prevent a company from 
extricating itself from difficulties by adopting 
extreme policies with a suddenness which would not 
normally be practicable in real life. This was appro- 
priate for our purposes, though it can be objected 
that such restrictions prevent just those break- 
throughs from which, in practice, success often stems. 
Less realistic was the precise implementation of all 
the decisions on expenditure, so that expenditure was 
always exactly in accordance with the budget. 

The time allowed for a round of decisions varies 
greatly from game to game. In some of the more 
complex games which are now incorporated in the 
curricula of some of the leading American business 
administration schools, there is an interval of a week 
between each round of decisions. In other games, 
decisions are made every quarter of an hour. 

` We aimed to get the best of both worlds. During the 
initial two days, while we were at Oxford, the pro- 
gramme allowed an hour and a half to complete each 
of two rounds of decisions and three-quarters of an 
hour for the third. By the time we left for London, 
we should therefore have spent about four hours over 
the three quarters' decisions. In the event, as indicated 
in The Accountant last week, most companies worked 
at least four hours’ overtime between these early 
rounds. 

When we arrived at the computer centre on Satur- 
day morning, having made a further round of 
decisions in our private carriages on the train, com- 
panies had got the feel of the game and established 
longer-term policies. We then went over to continu- 
ous working at high pressure, making quarterly 
decisions at intervals of about half an hour and start- 
ing work on the following quarter as soon 25 the 
decisions for its predecessor had been handed in. We 
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worked right through lunch, which was consumed 
on the job. 

There is no one best way of playing a management 
game and several combinations of policy can prove 
successful. Good management principles tend to pav 


‘off and, while it is importent to explore the game's 


economy and regulate decisions accordingly, attempts 
to beat the game instead of playing it properly are a 
waste of time and defeat its objects. 

As I have already stressed, the object of playing 
the game is to learn as much as possible from it and 
from one another in the process. If we must have 
criteria of success, J suggest those by which we would 
judge a company soon to issue a prospectus. 
“Window-dressing’ towards the end of a game (for 
example, by reducing stocks or expenditure on 
research and development to a dangerous level) in 
order to increase the value of one's company's shares 
in the final quarter at the expense of its future pros- 
pects therefore carry no weight and only invite 
criticism either from members of other companies, 
or from the observer, at the concluding review sessions. 

Stock Exchange quotations, as in real life, do not 
always provide much of a yardstick cf success. In our 
game they took account of earnings, dividends, pro- 
duction capacity, marketing expenditure, net assets 
and excessive stocks. : 


Returns 


At the beginning of each quarter, each of our com- 
panies was given its report for the previous quarter in 
the standard form (Figure 1), together with any 
additional market research information it might have 
purchased. While it was important to watch com- 
petitors’ activities, it had to be remembered that, as 
in real life, they could wel. be making mistakes. An 
enterprising management did not, therefore, let any 
undue tendency to conform deter it from thinking 
ahead and following positive policies. 

(As a token of sympathy for those who might be 
running their businesses blind and to bring home the 
disadvantages of operating on this basis, we asked for 
the decisions for one of the quarters to be handed in 
before the results of the previous quarter were issued.) 

At the end of each year, each company received an 
annual statement (Figure 4), which set out the net 
assets and annual profit of all the companies. 


Economic Background 
There is inevitably artificiality about an environment 
in which human factors ouzside the boardroom, such 
as labour relations, are completely ignored and 


decisions are made solely on the basis of reported , 


information without first-hand knowledge of external 
events. Valuable deductions about what is going on 
in the economy generally can, however, be made from 
the quarterly reports. Thus it would be significant if 
the limit on the company's line of credit fell sud- 
denly at a time when its credit-worthiness appeared 
to be increasing, or if there were a general fall or rise 
in the level of the share prices of all the companies 
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without any corrésponding movements in profits to 
justify this. 

A ten-minute talk on the general economiz back- 


ground of our рате was therefore given before the 


c third quarter. In the general review session at -he end 


there was a further short review of the-actual working 
of the economy during the particular game. 


The only hint that was given in advance vas that. 


the market might:tend to expand over the lonz term. 
Expansion would; however, bz subject to planned 


checks representing such unfcreseeable hazards as . 


strikes, credit squéezes and import restrictions in the 
export markets and to the policies of the companies 
in such matters as selling prices and marketing 
expenditure. р 
Learning about the Economy 

Each company was keen to find out quickly as much 
as possible about the industry simulated by the game. 
For example, how soon did expenditure on research 


* and development; ‘affect the quality of the p-oduct? 


`p 


In games where research expenditure is considered 
to be incurred primarily on the search for new pro- 
ducts, it may well prove unsuccessful and an appro- 
priate element of ‘chance is therefore built into the 
model. In our game, all expenditure was te some 
extent fruitful and resulted in some improvement in 
the quality of the‘existing product and some reduc- 
tion in the production costs. No new products could 
be developed. | 

The appropriate level of expenditure, of course, 
depended both on:the policy of the company and on 
the expenditure incurred by competitors. ЈЕ was 
found to be worth spending {10,000 from fime to 
time to find out how the quality of one’s Froduct 


: , compared with the target and wich that of competitors 


as a check on the effectiveness of the company’s 
research and development expenditure (Decision 
УШ). 

It is tidy, but ünrealistic, to think of each com- 
pany's research work being carried out in a water- 
tight compartment. But in practice they would be 
watching each other's progress bv buying competitors’ 
products and analysing them or by occasionally hiring 
members of a rival’s research staff. We introduced a 
touch of realism here by excharging one member of 
each company in:the middle cf the game. As the 
moves were between companies in different games, 
they brought no direct knowlecge of a competitor’s 
activities. They did, however, bring a breath o£ fresh 
air to each boardroom in terms of ideas abort how 
the board should operate and what informatien was 
most useful for planning and controlling its business 
and alternative. policies in different areas. 

Marketing expenditure was another item which 
had to be carefully watched. In some games -t pays 
off immediately; in others, intended to illistrate 
different circumstances, its effect is delayed It is 
important to discover from experience both how 
quickly it begins to:pay off and over how long a period 
its effects сап be expected to lest. This exper diture 
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provides a good illustration of one of the limitations 


of these games, namely, the exclusion of the qualita- 
tive element. 'Thus each pound spent on marketing 
is equally effective regardless of who spends it and the 
circumstances in which it is spent. Selection of an 
appropriate level of expenditure must depend to some 
extent on the actions of one's competitors; for 
example, a level of expenditure which has previously 
been adequate may cease to be so if one's competitors 
step up their campaigns. 

It was also desirable to discover as much as possible 
about the elasticity of the demand for one’s own pro- 
duct and whether demand was to any significant 
extent seasonal. Other things being equal, overall 
demand would be increased if a number of companies 
incurred exceptionally heavy expenditure on market- 
ing and research and development at the same time 
as pursuing a modest pricing policy, but this effect 
was not always very apparent. 


Operation of Computer 


The mechanics of our game were relatively simple; 
the programme for the game and the position of 
each team at the end of the preceding period, both 
previously recorded on magnetic tape, was fed into 
the store of the computer; an operation which was 
completed in only five seconds. 

Each team's decisions were punched from its 
decision report into an eighty-column card. Тће 
seven cards, one for each team in the game, together 
with a card containing any special seasonal, cyclical 
and other factors affecting the level of demand, were 
then fed into the IBM 709o computer. The machine 
took about three seconds to read the punched 
cards, allocate sales between the companies on the 
basis of the decisions that they made, compute the 
position at the end of the current quarter and record 
It on magnetic tape. This tape was then transferred 
to a smaller computer with a printing speed of боо 
lines per minute, and the companies' quarterly reports 
were printed at a rate of about one report every 
fifteen seconds. For the rounds played at Oxford, the 
decisions were telephoned to London and the resulting 
reports sent to-Oxford by car. 


General Review Session 


During the game, charts showing the progress of the 
teams, including their net assets, sales, net income 
and their decisions on such matters as unit costs and 
prices, were kept in an operations room. These were 
discussed at the general review session with which 
the game concluded. 

The main part of these sessions were devoted to a 


.consideration of each company's experience. Each 


chairman, in addition to outlining his company's 
goals and policies and commenting on its achieve- 
ments, was asked to say something of the lessons 
learned in the process, the main mistakes made and 
how his company would behave differently if given 
another chance. 
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· The observer then gave his comments, covering 
such matters as the efficiency of the company's in- 
ternal organization and of its use of time, the clarity 

- of its goals and policies and its sensitiveness to 
changes in the economy and to the policies of its 
competitors. 


Benefits Obtained 


There is no doubt that all participants enjoyed 
playing the game. What practical benefits were 
obtained, depended, of course, on the individual. On 
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the whole, the experience strengthened the conviction 
that a positive approach, supplemented by good 
internal organization, and the intelligent selection 
and analysis of such information as may be avail- 
able, enormously improves the quality of decision- 
making. 

More specifically, it should have sharpened 
players’ awareness of: 


(a) the importance of keeping a proper balance 
between short- and longer-term objectives and 
the folly of maximizing short-term profits at the 
expense of future growth; 


(b) the differences between the viewpoints of the 
various interests represented on the board and 
the need for intelligent compromise to reconcile 
their conflicting demands; 





cil p 0O) (о me ре of ооа icu polie i 
af Ke P p i Pel the light of external factors, including the 
S t S units AE £4 £(000) 7451 1,763 1,088 activities of competitors ; | 3 
Less Depreciation . £(000) 2,202 x 101 d) the importance of calculating risks and of adopt- 
pe Ез (capacity: 989,800 units at = 4, n F m ing Policies which are flexible enough to enable 
US a company to minimize the effects of unfortunate 
Total Net Assets .. £10,128 experiences and recover quickly from them. 
While, for most organizations, the expense of pre- 
paring a tailor-made computer game would be 
ИЕ £(000) £(000) prohibitive, =. possibilities of adapting an existing 
game may well be attractive. The computer pro- 
jer aie MES nd at £5 3.520 gramme for a game incorporates a number of para- 
Cost of Product and Operating Expenses í meters – quantities which represent environmental 
Cost of units sold ,148 features that remain constant and, provided that 
Research and Development .. 100 the programme has been appropriately written, these 
панел со р: E parameters can easily be changed. In our game, some 
Stock Carrying Cost .. — .. — .. 30 parameters could readily be recognized — for example, 
BankInterest .. — .. we — the rates of depreciation and interest and charges 
connected with stockholding. Those which were less 
Vet eco. 3,03 ^ apparent included the demand curve, and the effec- | 
Taxes and Dividends: tiveness of expenditure on research and development 
Income before taxation а т 17 and marketing and the period over which effects 
Taxes .. m cuu 8 occurred. It will be clear that by altering such 
м after Taxation .. ša А 8 constants a game can ђе materially changed to meet 
ИСО" eaen ак) aces reg varying requirements. Participants must, however, 
Retained Earnings .. —£2 bove of и that policies which were success- 
= ful in the particular simulated environment can ђе 
applied blindly in real life. 
Market Information 
Unit price Share Percentage Potential Dividends Quality of 
Comin of produet я price of muet uu 21090) soon) produer * 
Company2  .. is £5 625 54 14:3 — 30 2 
Company3  .. s £5 625 54 14:3 — 30 2 ` 
Company 4  .. < £5 62s 5d 14-3 a 30 2 
Company5 .. 2 £5 62s 54 14-3 — 30 2 
Сотрапу 6  .. 35 £5 625 54 14.3 — 30 2 
Company7  .. S £5 62s 54 14-3 — 30 2 
* 1 = Excellent: 2 = Good: 3 = Fair. 
Total Industry Market, in (000) units = .. ... 4,928 


Total industry Marketing Expenditures, £(000) — 


1,400 
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Figure 2 ; Expenditure #(000)  £(000) 
ANNUAL STATEMENTS 1 Production costs Ls 


Е Il Research and Development 
Year énded December 3156, 1970 . НЕ Marketing $ n 
Value — Plant V Dividends .. 

| ој net Net Net VI Additional Plant Investments 

Cash stocks value assets income VIII Market Research .. " 

£(000)  £(000)  £(000) eee a Stock Carrying Costs 
Company! .. 3,416 1,763 4,949 10,128 Interests Cost 55 is E 
Company2 .. 3,416 1,763 4.949 10,128 248 Drum = 
Company3 .. 3,416 1,763 4.949 10,128 248 Total Expenditures.. 
Company4 .. 3,16 1,763 4.949 10,128 248 es usss 
Company5 .. 3,416 1,763 4,949 10,128 248 IX-X Increase or Decrease in Loan 
Company 6 .. 3,416 1,763 4.949 10,128 248 , 
Company7 .. ‘3,416 1,763 4.949 10,128 248 


Appendix A. . 
Notes on Quarterly Reports 
I — STATEMENT OF Мет Assets 











iun “ CASH BUDGET This shows the iras at the end of se quarter together 
Ё with the changes during the quarter. Changes are increases 
Company ! Ist Quarter, [971 unless preceded by a minus sign. 
Funds Available ‘ £(000)  £(000) 1. Cash, — This includes the proceeds of sales during the 
Line of credit available .. e . 664 quarter which, for simplicity, are assumed to ђе received on 
Less Loans outstanding = the last day of the quarter. 
Available for Loan Increase 664 2. Stocks. — The number of units of the finished product 
Cash available :. T T .. 3,416 in stock at the end of the quarter, at its unit production cost 
Depreciation .. .. Е za 99 (F.I.F.O.). 
x 3. Depreciation. — Depreciation is provided at the rate of 
у ока] Funds available £4,179 2 per cent per quarter on the net book value of plant at the 
| =m end of the previous quarter. 
' 4. Net plant. — It is assumed that each £5 net book value 
Figure 4 D 
: Я DECISION REPORT 
B Company ! Ist Quarter, 1971 
Decisions for Next Quarter 
1 ll Ш IV 
Я Research and Price 
Cost of Product Development Marketing per unit 
Сие 2$ Units (000) Cost £(000) £(000) £(000) £ s 
5: 
| 41456 752 3,554 ! 70 | 140 1 414 
2 4120 772 3,585 2 75 2 150 2 415 
3 411'5 792 3,620 3 80 3 160 3 416 
4 410,2 812 3,658 4 85 4 170 4 417 
5 490 831 3,702 5 90 5 180 5 418 
6 48,1 851 3,750 6 9 6 190 6 419 
7 4 754 871 3,804 7 100 7 200 7 50 
8 4 6,9 891 3,863 8 105 8 210 8 5 1 
9 46,3 91 3,929 9 110 9 220 9 5 2 
10 4 6: 0 930 4,001 10 115 10 230 0 5 3 
И 4 5,1 950 4,081 ll 120 l 240 ll 54 
12 46:1 970 . 4,176 12 125 12 250 12 55 
13 466 990 4,279 13 130 13 260 3 5 6 
V Dividends £(000) — 
Vill. 
Additional plant į investment Discard of plant Market research information 
£(000) Units £(000) Units £(000) Code Definition 
l | 0 l 0 0 | 0 О Мопе. 
2 30 : 6,000 2 60 12,000 2 5 S Competitors’ share of market. 
3 60 12,000 3 120 24,000 3 10 M Industry marketing expenditure. 
4 90 " 18,000 4 180 36,000 4 10 Q Relative quality of product. 
5 120 ` 24,000 5 240 48,000 5 15 SM 
6 150 5 30,000 6 300 60,000 6 15 SQ 
7 180 ' 36,000 7 360 72,000 7 20 MQ 
8 210 : 42,000 8 420 84,000 8 25 SMQ 
9 .240 . 48,000 9 480 96,000 
IX Increase loan, £(000) = z X Decrease loan, £(000) = 
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-of plant held at the end of the previous quarter is capable 
of providing one unit of output during the quarter. Тће 
productive capacity of the plant is therefore calculated by 
dividing its net book value by five. 

5. Bank loans. — Loans ‘outstanding at the end of the 
quarter. 


II - INcoME STATEMENT 


т. Sales. — Number of units sold during the quarter, 
at the price decided at the beginning of the quarter. 

2. Cost of units sold. — Cost of production during the 
quarter (including wages, materials, depreciation, adminis- 
trative salaries, maintenance, etc.) less any increases in 
stocks (credited at the unit cost of production during the 
quarter), plus any decreases in stocks during the quarter 
(at the unit cost at the beginning of the quarter) — 

3. Research and development. | Expenditure during the 

Marketing quarter as decided at 

4. A the beginning of the 

s. Market research. 


quarter. 
6. Stock carrying costs. — Cost of holding stocks, calcu- 
lated at the rate of 4s per unit held at the beginning of the 


quarter. 


7. Bank interest. — Interest payments of 2 per cent рег ` 


quarter on the loans outstanding at the end of the quarter. 

8. Taxes. — Taxes are computed at the rate of 50 per cent 
of profits. Taxes are repaid at the same rate on any loss in 
the period in which it is incurred. 


III ~ MARKET INFORMATION 


Each company will be provided with the following informa- 
tion about all companies at the end of each quarter. 

1. Unit price of product. – Selling price during the quarter. 

2. Share рпсе. — The Stock Exchange quotation at the 

end of the quarter. 

3. Dividends. — Dividend paid during the quarter, 
together with: 

4. Total industry market. — Total units sold by all com- 
panies during the quarter. 

Each company will also be given the following informa- 
tion about itself: 

5. Percentage share of market. 

6. Potential sales. -'The number of units it has sold during 
the quarter, or, where appropriate, the total number that 


it could have sold if it had not been out of stock. If sales are | 


lost for this reason, there will be a loss of goodwill for a 
number of subsequent periods. 

In addition, the following information will be provided 
ifit was purchased on the decision form at the beginning of 
the quarter. 

7. Quality of all companies’ Products. — Graded ‘excellent’, 
‘good’ or ‘fair’ as an indication of the relative effectiveness 
of each company's research and development programme. 
‘This information costs £10,000. 

8. Total industry marketing expenditure. — Aggregate 
amount spent on marketing by all companies during the 
quarter, This information costs £10,000. 

9. Percentage share of market. — Similar information about 
all other companies to that provided free about itself (III ~ 
5). This information costs £5,000. 


Appendix B 


Notes on Completing Decisions Report and Cash 
Budget 


1. Decisions on the following points must be made from 
the range provided on the decisions report for the quarter. 
They should be recorded on the report at the. beginning of 
the quarter by ringing the appropriate serial number. 


Т- Cosr or PRODUCTION 

2. The report shows the unit costs of the giant held at the 
beginning of the quarter at different levels of output. From 
this a production level for the quarter must be selected. 
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II — RESEARCH AND DEVELOPMENT 
3. The range of thirteen alternatives is centred on the 


` company's decision for the previous quarter — which thus 


appears against No. 7. increase ог decrease from the 
previous quarter’s level of expenditure of up to £30,000 in 
£5,000 steps, is therefore possible. 


НІ — MARKETING 


4. The range is centred on the previous quarters 


decision (No. 7) and permits an increase or decrease from 
the previous quarter's level of expenditure of up to £60,000 


in £10,000 steps. 


IV — Омат Price 


5. The range is centred on the previous quárter's item 
(No. 7) and permits an increase or decrease from the pre- 
vious quarter’s unit price of up to 6s in rs steps. 


У — DIVIDENDS 


6. Enter zero if по dividenc is to be paid, The dividend 
payment shown on the starting report is a quarterly one. 


VI ~ ADDITIONAL PLANT INVESTMENT 
7. The range of alternatives for the purchase of plant 


D 


Y 


~ 


remains the same in each quarter. As the capacity of the · 


plant and equipment is assumed to fall at a rate correspond- : 


ing to the depreciation provision (2 per cent per quarter on 
the net book value) a quarterly expenditure of about 
£100,000 is required to avoid a reduction in capacity. 
Expenditure on plant becomes productive in the quarter 
after that in which it is incurred. 


VII — ScRAPPING OF PLANT 
8. This facility will not be available. 


УШ ~ MARKET RESEARCH INFORMATION 


9. Three types of market research information may be 
purchased — competitors’ share of market, total industry 
marketing expenditures and relative quality of all companies' 
products — see Appendix A, III: 7, 8 and 9. 


ІХ-Х - INCREASE OR DECREASE IN Loans 


то. The expenditure resulting from the above decision 
should be entered on the cash budget. The total expenditure 
proposed should then be.calculated by calculating and 
entering the figures for ‘Stock carrying costs’ and ‘Interest’ 
(Appendix A – 11: 6 and 7). 

11. The cash position should then be reviewed in the light 
of the total funds available (the proceeds of the quarter’s 
sales are excluded as they are assumed to be received at 
midnight on the last day of the quarter). The line of credit 
available is affected by profits, the Stock Exchange quota- 
tion, marketing expenditure, the level of stocks and the 
current economic climate. As the depreciation provision for 
the quarter is included in its productian costs, it is auto- 
matically added to the figure of funds available to simplify 
calculations. 

12. It is essential to prepare a provisional cash budget as 
early as possible so that the implications of the proposed 
decisions can be reviewed in good time. For it will often be 
found that the expenditure initially proposed would exceed 
the total funds available with the result that the decisions 
will have to be modified. 

13. Decisions on whether to increase or decrease bank 
loans can then be reached and entered on the report. The 
arithmetic should always be checked to ensure that the loan 
increase is adequate to meet requirements. Enter zero 
where there is no change. 

14. If at the end of any quarter the company’s credit 
limit is reduced below the outstanding loans, the position 


: must be rectified in the following quarter. 


~ 
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Weekly | Notes | 


NEW SCHEDULE А ASSESSMENT UPHELD 


DEVICE to avoid Schedule A tax by letting a 

gravel-pit at an ordinary agricultural rent and 
granting a simultaneous licence to extract gravel in 
consideration of royalties was successful before the 
General Commissioners and in the High Court 
(De Voil v. Welford Gravels Ltd (40 AJT.C. 287) 
but foundered in the Court of Appeal (The Financial 
Times, April 18t X 


The land in question consisted of 233 acres on the . 


115-acre Stows Farm. It contained a gravel-pit which 
had been worked to a limited extent for years. Then 
the owners of the farm having obtained development 
permission sold the 23} acres to Besbuilt Ltd in 
February 1957. The latter allowed Welford Gravels 
Ltd to erect some expensive plant and small buildings 
for the purpose of intensive exploitation. In Dec- 
ember 1957 Besbuilt Ltd granted to Welford Gravels 
Ltd а twenty-one-year lease of the 233 acres at /бо 
a year, with a prohibition against extracting sand or 
gravel. However, on the same day Besbuilt also granted 
to its tenant a licence to extract, for the same term, at 
a royalty, Very large sums were paid in royalties. 
The Inland Revenue made an additional Schedule 
A assessment on the 23} acres for 1957-58 on the 
ground that, although 1957-58 was not a year of 
general revaluation, the 234 acres constituted a new 
property. This argument prevailed in the Court of 
Appeal; Upjohn,:L.J., dissenting. The taxpayer 


obtained leave to appeal to the House of Lords. 


PRUDENTIAL POLICY? 

HE head man from the Prudential, Sir Frank 

Morgan, M.c.,;in his chairman's statement with 
the accounts for ‘the year ended Deceniber 31st, 
1961, strongly advocates the retention of the penny 
at its present valué'in any system of decimal coinage 
which the United Kingdom may introduce. He argues 
that the essential transactions of life involving the 
purchase of goods: and services — bread, milk, bus 
fares, newspapers, postage stamps, and industrial 
assurance policy premiums among them – are based 
on the spending power of a penny or multiples of it 
and that to alter this standard – as would have to be 
done if the £ or ros were adopted as the main unit 


4, would seriously “disrupt our everyday economy. 
en 


He therefore supports building the new currency 
system upwards from the penny thus creating a new 
standard coin worth тоо pence or 8s 4d. 

Sir Frank’s particular case for industrial life 
assurance is that policies are long-term contracts and 
that 

the compulsory alteration of the premium 
dui the existence of the contract produces а 
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major administrative problem not only in accounting 
changes but in the adjustment of benefits to accord 
with the change in premium”. : 
‘It is difficult for the layman to appreciate this 
argument. There should be no alteration in the real 


_value of the premiums of any existing policy nor in 
_ the corresponding value in the benefits accruing 
, therefrom. All that would be affected over a short 


term is the incidence of collection of premiums and 
surely it is not beyond the wit of the agent to arrange 
his affairs so that, instead of collecting, say, four- 


` pence every four weeks over a period of twelve weeks 


from a client, he calls twice in the same period and 
collects the equivalent of sixpence (5 x1-2d if the 
principal unit in the new currency was 105) each 
time. This would actually save him a call. Perhaps 
there is much more to it than that, but on the surface 
it looks as if the Prudential chairman’s concern for 
the possible passing of the penny, as we know it, 
is scarcely justified. 


ACTION AGAINST ACCOUNTANTS FAILS 


In the High Court on April 18th Mr Justice 
Megaw dismissed with costs an action in which.a 
former Plymouth solicitor, Mr Ralph Damerell 
Luscombe, alleged that professional negligence by his 
accountants had led to his being struck off the 
Solicitors’ Roll. 

Mr Luscombe, 56, now of Mill End House, 
Bickington, South Devon, claimed damages from 
Messrs Roberts & Pascho, Chartered Accountants, of 
Ermington Terrace, Plymouth, alleging that from 
1953 to 1957, inclusive, they overstated his profits, 
causing his liability to his own clients to be camou- 
flaged. By the time the true position was ascertained 
in 1958 his. liability to clients was £10,369. The 
defendants denied negligence and claimed that Mr 
Luscombe was to blame for his present position 
because, they alleged, he used clients’ money for his 
own purposes, 

Giving a reserved judgment, his lordship said, 
‘T have, not lightly nor without anxious consideration, 
decided that Mr Luscombe, а man in an honourable 
profession with an otherwise unblemished record, a 
man who was clearly liked and respected by his 
fellow solicitors and others in the place where he 
lived and worked, has been guilty over a period of 
years of dishonest conduct.’ 

None of the plaintiff’s clients had suffered any loss 
as a result of the deficiency because a large number of 
Plymouth solicitors, moved to a large extent by 
affection for Mr Luscombe, had subscribed over 
£7,000 towards the deficiency. 

‘I have come to the conclusion that Mr Luscombe’s 
claim fails and there is no liability on the defendants,' 


. said the judge. ‘It is true that the accountants were in 


breach of their duties in various respects, for which in 
different circumstances they would have been liable. 
I have, however, been driven reluctantly and in- 
exorably to the conclusion that throughout the 
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relevant period Mr Luscombe's conduct was dis- 
honest and he is, therefore, to blame.’ 

From 1952 Mr Luscombe had transferred from his 
client account money he held on behalf of clients to 
his office or private account. From the office account 
he was paying disbursements on behalf of clients, 
office expenses and his own personal and private 
expenses. 

It had not been disputed that Mr Luscombe had 
acted in breach of the Solicitors’ Accounts Rules, and 
that the defendants had failed in their duty as 
accountants in certain respects. It was highly prob- 
able that if the accountants had exercised the neces- 
sary standard of care, the plaintiff's irregularities 
would have come to light much earlier and would 
have been prevented for the future. If Mr Luscombe 
had been completely free from blame he would have 
been entitled to recover some damages against the 
defendants. : : 

The judge rejected the contention that Mr 
Luscombe had never made incorrect entries in his 
books, ‘I am satisfied that certain deliberately wrong 
entries were made with the intention of deceiving 
the accountants. In fact it was an investigation of 
wrong entries which brought the whole deficiency 
to light,’ he said. The fact that Mr Luscombe made 
these false entries showed beyond doubt that he 
knew what he was doing and that in making these 
transfers he was being dishonest. 

'The judge referred to the further transfers made 
by Mr Luscombe after July 25th, 1958, when Mr 
Pascho told him that the transfers had to cease. 
Plaintiff had alleged that these transfers, made in the 
agony of the moment, were done with the knowledge 
and approval of Mr Pascho. If it were true that Mr 
Pascho had approved the later transfers, he would 
have been guilty of a criminal offence of abetting and 
encouraging fraudulent conversion by Mr Luscombe. 
But Mr Luscombe's story was not true and the fact 
that he had told this story was of itself indicative of a 
dishonest mind. That the plaintiff was prepared so to 
lié about this and other matters provided confirma- 
tion that his state of mind throughout 'this whole 
lamentable history was not that of a man of incredible 
stupidity but that of a man with a dishonest mind'. 

His lordship, having considered all that had been 
said on behalf of Mr Luscombe, was driven irresist- 
ibly to the conclusion that his conduct was dishonest. 
Mr Luscombe knew that what he was doing was 
wrong — wrong not merely in the sense of a technical 
breach of professional rules but wrong in misusing 
clients’ money, constituting a breach of the trust 
imposed in him as a solicitor and also of the law of the 
land. It followed that Mr Luscombe's claim failed 
and judgment was given for the defendants. 

Mr John Willmers, for defendants, applying for an 
order for costs, said Mr Luscombe was legally aided 
with a nil contribution. The judge granted the 
defendants the costs of the action but said the order 
should not be enforced without the leave of the 
Court. 
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ESTATE DUTY AND THE ‘SURVIVING 
SPOUSE’ EXEMPTION 


НЕ Court of Appeal, by a majority, has dis- 

missed the Inland Revenue appeal against the 
judgment last June of Mr Justice Buckley in the case > 
of Coutts & Co (Stanhope’s Trustees) o. C.I.R. (40 
А.Т.С. 161). The claim arose out of the death of Lady 
Beryl Groves. A settlement had been made on her 
first marriage (to Captain Stanhope) in 1914. Captain 
Stanhope was the life-tenant subject to ‘pin money’ 
annuity of £200 to Lady Beryl. He was killed in 
1916 and duty was paid on the whole settled fund, 
less the ‘slice’ producing the pin money. Lady 
Beryl being the then life-tenant made a settlement in 
1923 of equitable interests of hers in the settlement — 
she died in 1957. 

The Revenue claimed estate Guty on the whole 
settled fund. - The trustees resisted this on the 
ground that the exemption conferred by section s (2) 
of the Finance Act, 1894 (as amended) applied. This 
exemption is known as the 'surviving spouse' exemp- 
tion. Where estate duty is paid on settled property 
on the death of one spouse, the settlement continues, 
and the other spouse dies without being competent 
to dispose of the settled fund, the exemption applies. 
The Revenue argued that they were claiming duty 
on the fund settled by Lady Beryl in 1923, which 
ex hypothesi she had been competent to dispose of. 
Buckley, J., held that the exemption applied to all 
the fund except the slice necessery to produce the 
pin money. Тће Court of Appeai have affirmed his 
decision but have given the Revenue leave to appeal 
to i. House of Lords. (The Financial Times, April 
18th. 


LITTLEWOODS’ STORES STAMP DUTY 
APPEALS р 
HE appeal and cross-appeal in the casé of 
Littlewoods Mail Order Stores Lid о. C.I.R. 
(40 А.Т.С. 171) were dismissed by the House of Lords 
on April 17th. The Court of Appeal had held 
(affirming Danckwerts, J.) that the assignment of a 
lease in exchange for the conveyance of a freehold 
was not a ‘conveyance on sale’ so as to attract ad 
valorem stamp duty under the Stamp Act, 1891. The 
Crown appealed in vain against this decision (The 
Financial Times, April 18th). ; 

The second point, on which the taxpayer appealed, 
was rather more complicated. The taxpayer took a 
lease, from the Independent Order of Odd Fellows, 
of certain property. It then made a voluntary assign- 
ment of that lease to its wholly-owned subsidiary. 
It claimed exemption from ad valorem voluntary 
disposition duty on such assignment, on the ground^Y 
that the exemption conferred by section 42 of the 
Finance Act, 1930, applied. However, this exemption 
is withdrawn by section so of the Finance Act, 1938, 
where the assignment is executed in connection with 
an arrangement where under, inter alia, the beneficial 
interest in the property was previously conveyed or 
transferred directly or indirectly by a person who 
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was not an associated company. The question was 
whether in granting the lease, the Odd Fellows 
‘conveyed or transferred’ the property. The company 
argued that these words imported the idea of a 
conveyance or transfer in the ordinary sense, which a 
lease was not. However, the argument has been 
rejected. 


RATE OF STOCKBUILDING 


HE April issue of the Treasury Bulletin for 

Industry shows that over the past ten years the 
level of stocks has tended to increase at an average 
annual rate of £200 million, at 1958 prices. There 
have, however, been very wide variations in the stock 
changes in individual years. 
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Apart from 1951 when stockpiling due to the 
Korean War added a record figure of [870 million 
to home demand, the biggest addition to stocks 
occurred in 1960, when the increase in home demand 
of £408 million was one of the major factors tending 
to inflate imports. The statistics show that at the 
епа of 1961 the ratio of stocks to industrial output 
"was exceptionally high. This may mean not only that 
the balance of trade will continue to improve but also 
that a considerable expansion in demand may occur 
before there i8 any marked rise in industrial 
output. 

At the end of 1960 total stocks were valued at 
about £10,000 million, equivalent to 45 per cent of 
‘the gross domestic product in that year. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 121 


WENT to hear a lecture on Common Market 
problems recently; primarily because it was given 
by an old colleague from the firm of auditors whence 
I graduated. He’s gone far since those early days, far 
‘up the ladder to success and prosperity ~ director, 
member of two Government commissions — and his 
talk was really good. I sat at the back of the hall and 
listened. 
He hadn't changed much. His tall figure was still 
fit and athletic-looking; his raven hair, though 
A thinning and frosted, looked distinguished; his 
Бов ро was impressive. I thought of the handsome 
young man who had worked across the aisle from me 
at the paper-laden desk, without background or 
qualifications but with the urgent, insatiable ambition, 
years ago. He wasn’t ‘chartered’ like the rest of us. 
He had left school earlier owing to his father’s busi- 
ness collapsing suddenly; he had leeway to make up. 
If we were more carefree, he helped to adjust the 
balance. He worked at night classes for a degree and 
read the financial papers avidly. We talked test 
matches and went to Wimbledon; he read the 
speeches given at annual general meetings and visited 
libraries during the winter week-ends. Not that he 
was a backroom-boy type or a swot; rather the reverse. 
He was the best of company when he relaxed; a good 
raconteur, an interested listener; he added to the 


Aye gaiety. Even now he was telling a story in dialect that 
had the audience in stitches (‘Oh la, la, monsieur, eet 


ees different in zis countree’). 

He had an attractive personality in any party. It 
was more that he matured early; where we used to be 
easily tolerant of people's blunders or weaknesses = 
more inclined to forgive or help, he had a realistic 


approach. Listening now to his speech, while he ` 


urged the audience to cut out the deadwood ruthlessly, 
to achieve efficiency to survive, I remembered his 
coldly logical precision in the past. Our senior partner 
had asked him to carry old William in his section for 
some months, William being nearly due to retire and 
becoming feeble; but our colleague had refused 
firmly. The rest of us would have agreed, or de- 
mutred politely. He was adamant and by sheer 


"personality induced the partner to transfer William 


elsewhere. 

Now he was smiling gaily round and the audience 
was with him to a man. He was telling an audacious 
anecdote of his early days, about his holiday spare- 
time work behind a shop counter 'to gain experience 
of human relationships, gentlemen, and also . . 
because I dam’ well needed the cash!’ I remember 
that holiday. I went to the Isle of Man and he chaffed 
me cheerfully about my wealth when I came back. 
We were good friends and he was often a guest in 
my house. 

He was doing better by then; his salary was prob- 
ably being stepped up; his prestige was growing. He 


. was being selected for good-level audits where the 


-clients needed polished handling. His charm and 
diplomacy was well appreciated in our office. He was 
largely responsible for avoiding a nasty scene one 
winter when an ugly situation developed. Petty 
pilfering had been rife for months. А watch, some 
valuable books, money left in overcoats in the cloak- 
room... we all became suspicious and edgy. We were 
pretty sure, on circumstantial evidence, that it was old 
William. We very nearly denounced him, but our 
colleague made us keep it quiet. He talked to the 
senior partner and William got a month's notice 
without fuss or scandal. 

He had reached the climax of his speech now; a 
stirring appeal to patriotism; the audience was 
cheering and clapping. He bowed with friendly 
dignity. He's certainly gone far since that un- 
forgettable day in our old -office — just before he 
landed a good job with our most influential client — 
when І entered. unawares . . . and caught him red- _ 
handed in his thieving. ' Doc zu Us 
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Finance and 
Commerce 


Jonours 


HE accounts of Grampian Holdings Ltd, an 
industrial holding company with a decidedly 
Xcottish background, are the subject of this week's 
‘eprint. The company's head office is in Glasgow; 
ts interests are mainly in Scottish industries and its 


ganization includes ‘a Scottish finance company to: 


srovide facilities which have hitherto only been 
wailable in England’. Chairman is Sir James R. H. 
mHutchison and the deputy chairman, Mr Andrew 


WRintoul And where the accountancy profession is 


«epresented among its chief officials, their designation 
45 ‘С.А. 

Índustrial holding companies, a growth of the 

ost-war years, have sometimes been criticized for 


heir lack of information on the companies and. 
Wousinesses which constitute them. Expansion as 


mndividual holding units has obscured revenue 
«comparison as fresh sources of income have: been 
«acquired. Instances have been noted in this column 
where comparison has been invalidated by the 
Mnclusion of profits from a source that, so far as the 
holding company was concerned, did not exist in 
ће previous year. 
Grampian Holdings, however, is free from such 
«criticism. Indeed, Press comment on its accounts 
Bhas been highly ‘commendatory. ‘As usual, a very 
«model of their kind’, said one. And. another writer 
felt that the board should be ‘congratulated on the 
exemplary manner in which the accounts have -been 
presented once again’. ‘There may have been more in 
this vein, but no effort has been made to сора up 
the honours. 


Behind the Scenes 


The outstanding point about this report and accounts 
is that they do take the shareholder, and others 
whom it may concern, behind the scenes. Interests 
are diverse. There is Lanarkshire Bolt (Holdings) 
making nuts and bolts; Fleming Brothers (Structural 
Engineers) which last year completed the reactor at 
the Windscale Atomic Energy Station; Revel In- 
dustrial Products in furniture and musical instru- 
ments; Grampian Textiles making Harris tweeds, 
etc.; Grampian Lighting making electric light fittings; 
Hall Electric producing for the radio and electrical 
trades; W. H. Malcolm, road transport and haulage 
contractors; Millard Brothers making fishing tackle, 
guns and other sporting equipment; and Leonard 
Hill, publishing technical. and trade journals and 
books, to mention only some of the interests. 


Consolidated Profit and Loss Appropriation Account 


Consolidated Profit and Loss Account 


for the year ended 3151 December 1961 


for year ended 31st December 1961 
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б 5 S $$ $ But the essential fact is that each has Из own place 
u Ü E] z s * s in the report, most of them two pages. The composi- 
- ad а tion of the'separate boards of directors is given, the 
gog за 5838 address of the registered office, auditors, solicitors, 

ы Sas сқ 521918 . - bankers, and the identity of further subsidiaries. 
Sis q I2 Capital employed in each is shown: fixed assets, 


 ——rFÑ rss. rr current assets less current Habilities, the percentage 
` which net assets bear to the total of Grampian assets, 











8 š 8 а 3 15 and the percentage of profits subject to tax to the 
š Š š — 91, total of Grampian profits. And each chairman reports 
At ee ean eae .'G'' ор the business which, within the holding company, 
žag 5 8 НЕВЕ | i: às his responsibility. 
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Group Earnings 

Equally important, if not more so, is the statement 
of group earnings by companies (net before tax). 
'This, it will be seen, identifies the separate sources 
of income and the income they produced. It provides 
a level comparison by drawing the line below those 
companies owned by Grampian Holdings for a full 
year and continues in the 1961 column the same 
information in respect of acquisitions during the 
year. And the totals, allowing for the fact that the 
statement is approximated to thousands, can be 
followed through to the group's consolidated profit 
and loss account. 

Grampian now has seventeen direct subsidiaries, 
says Sir James Hutchison, and to meet the adminis- 
tration of the growing group, related companies are 
being brought together under sub-holding companies. 
Grampian 'l'extiles, for instance, itself has five 

| subsidiaries covering weaving from the factory to the 


y Companies at dates of 
t 
progress, as certified by the 


Companies’ officials 
Sundry Debtors 


gs 
Machinery and Motor Vehicles 


Fixtures, Fittings and Equipment 


D 


CURRENT ASSETS 


of Net Assets of Subsidiar 
acquisition 

FIXED ASSETS 

Land and Buildin: 


Plant, 
(Market Value 3156 December 1961—£80,010) 


GOODWILL being excess of cost over book value 
Associated Company at cost 
REORGANISATION EXPENSES 


Short Term Local Authority Loans 
Balances at Bankers and Cash on hand 


Tax Reserve Certificates 


Quoted Investments at cost 
Bills Receivable 


Stock and Work-in« 


INVESTMENTS 


Scottish croft looms. 

Group policy in future will give preference to acquir- 
ing companies related to existing holdings but 
‘where the opportunity appears to be attractive’, 
policy will be adaptable. Common Market prospects 
are being followed up. ‘A limited extension of our 
activities in Europe has been arranged by an invest- 
ment in two publishing companies located in France 
and Germany’. 


1,195,082 
97,569 
125,000 
212,068 


7,735 
5,0. 
‚29 








1,481,164 ` 
280,367 
125,000 
338,331 








£ 
1,640,880 
3,757,712 
£7,623,454 


1961 


5,054 
20,543 


The Purpose 


Referring to the purpose behind the formation of the 
holding company, Sir James says that Grampian 
furnishes a method of meeting death duty and surtax 
requirements which otherwise could have a very 
serious effect on a. company's future. It also helps 
to solve succession problems. 

So far as is prudent, management of concerns 
acquired is left undisturbed. Sellers frequently take 
some part of the purchase price in shares and manage- 
ment can thus preserve that feeling of vital interest 
in enterprises in which, in many cases, they have 
spent their lives. 

"There is one further aspect of this holding company 
unity. A group can maintain a body of professional 
specialists that might well be beyond the capacity of 
the individual interests within it. 


£ 
1,455,567 
506 
399 
000 
179 
094 
527 
29 
79,978 
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№ 
Consolidated Balaice Sheet as at 31st December 1961 


y Creditors 
The notes on pages [542] form part of these accounts 


INTEREST IN SUBSIDIARY COMPANY 


FUTURE INCOME TAX 


Provision for Pensions and Retirement Benefits 


Sundr: 


Loans 
Proposed Ordinary Dividend (less Income Tax) 


ISSUED CAPITAL OF GRAMPIAN 


HOLDINGS LIMITED 


Net Surplus on sale of investments 


Subsidiary Companies 


CURRENT LIABILITIES AND 


PROVISION 


OUTSIDE PREFERENCE S 
Bank Overdraft (Partly Secured) 
Unclaimed Dividends 


CAPITAL RESERVES 
Share Premium Account 
REVENUE RESERVE 
Unappropriated Profits 
Bills payable 

Current Taxation 
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CITY NOTES 


ENSE and sentiment, instinct and intuition are 

part and parcel of the City’s stock-in-trade. There 
is currently being displayed in the stock-markets the 
City's instinct for sensing brighter economic condi- 
tions despite, rather than because of, Government 
policy. 

Mr W. Lionel Fraser, in his capacity as chairman 
of the Thomas Tilling industrial group, but calling 
on his knowledge as a leading merchant banker, is on 
record this week as saying that 'the growth in the 
country's economy has hitherto disappointed me, 
but I feel that it is now improving, and beyond 
this lies the prospect of the stimulus. which we 
anticipate if Britain joins the European Common 
Market’. 


This feeling that conditions are improving is 
behind the post-Budget buoyancy of the industrial 
equity market — ог at least the greater part of the 
market. 


Where the danger lies, as the City sees it, is in 
Government policy too closely wedded to the 
Treasury statistical line and too dependent upon the 
National Economic Development Council to come 
up with some economic formula for growth. 


Traditionally the stock-market begins to discount 
events six months ahead and is therefore already 
tending to discount economic improvement expected 
to show signs of settling in in the autumn. Whether, 
it sets in or not depends on the timing of more 
positive Government economic policy. 


Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


The Training of Accountants 


Sir, – In his concluding remarks on “Training for the 
profession — fact and fantasy’ (April 7th issue), Mr 
Е. J. Carter warns of the danger that the profession 
may die with its head in the clouds. If the arguments 
he uses are representative of the thinking of those 
responsible for the future development of the pro- 
fession (and I cannot believe that they are), it is more 
likely to die with its head buried in the sand. 

Mr Carter is misinformed when he states that pro- 
fessional qualifications in the U.S.A. are obtained by 
degree courses at a university with no practical experi- 
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RATES AND PRICES 
Closing prices, Wednesday, April 25th, 1962 
Tax Reserve Certificates: interest rate (24.3.62) 3%. 


Bank Rate · 

June 23, 1960 6% Oct. 5, 1961 64% 
Oct. 27, 1960 53% Nov. 2, 1961 6% 
Dec. 8, 1960 5% Mar. 8, 1962 54% 
July 26, 1961 79, Маг. 22, 1962 596 
В Treasury Bills ^ 
Feb.16 £5 9s 10'814% Mar.23 £4 950474% 
Feb. 23 £5 105 747d % Маг. зо £4 8s rbd % 
Маг, 2 £5 ros 17'264% April 6 £4 75 462d% 
"Маг, о £5 os 5'8о4%  Aprili3 £4 6s 8s4d% 
Маг. 16 £4 175 757d%  Aprlig £4 58 4314 
Money Rates 
Day to day 32-48% Bank Bills 
7 days 344% - 2 months 411743 26 
Fine Trade Bills | 3 months 417743 95 

3 months 51-617, 4 months 41-44% 

4 months 51-615 6 months 43574 d % 

6 months 6-7% 

Foreign Exchanges 
New York 2:8144-3 Frankfurt ir25-l 
Montreal 2°954-4 Milan 17453-64 
Amsterdam ro"128-% Oslo 20:05+% 
Brussels 140-09i—i Paris 13°784-% 
Copenhagen 19°394-% “Zürich 12°228-% 
Gilt-edged 

Consols 4% 634 Funding 3% 59-69  -83i 
Consols 24% 402 Savings 3% 60-70 804% 
Conv'sion 5#% 1974 93$ Savings 3% 65-75  71% 
Conversion 5% 1971 92% Savings 28% 64-67 87% 


Conversion 34% 1969 86% 
Conversion 34% 55% 


Exchequer 529% 1966 10055 


‚ Treasury 54% 2008-12 891 


Treasury 5% 86-89 843; 
Treasury 34% 77-80 71i 


Funding 52% 82-84 9254 Treasury 34% 79-81 70%% 
Funding 4% 60-90 884 . ‘Treasury 24% 40$ 
Funding 3176 99-04 6144 Victory 4% 97 
Funding 3% 66-68 8548 War Loan 3$ 5 ss xd 





ence. The C.P.A. designation does not require 
university attendance, but it does require passing an 
examination, and a period of practical experience in 
public. accounting, the length of which varies with. 
individual States. Many students take university 
degrees with an accounting major, which earns them 
credits towards their C.P.A. examinations. When 
these students join public accounting firms, the larger 
ones put them through a practical training course to 
acquaint them with the practices and procedures of 
the firm. After a suitable period of practical experi- 
ence, they take the C.P.A. examination. Thus while 
his American colleague is taking a university course, 
the average articled clerk in Britain is busy adding 
columns of figures, checking postings, preparing 
bank reconciliations, and vouching. Why the defend- 
ers of the present system cling to the belief that this 
type of drudgery fits the student better for his career, 
whether it be in the profession or in industry, than 
does a university degree, has always been to me one 
of life's great mysteries. _ 

Mr Carter implies that success at university is more 
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dependent on the 'goading of personal tutors' than on 
personal self-discipline and initiative. This argument 
is plainly absurd, because the whole emphasis in 
university training is on self-organization and self- 
reliance, and many students benefit from university 
training without taking a degree. By contrast, the sole 
object of correspondence tuition is to cram the student 
through the examinations, which Mr Carter rightly 
condemns as a degrading influence. Even moré 
degrading is the semi-annual spectacle of the con- 
flicting and overlapping advertising claims of the 
leading tutors, regarding the proportion of successful 
examinees coached by them, and the activities of one 
correspondence college which blatantly solicits busi- 
ness on the basis of ‘No pass — No fee’. 

Mr Carter’s case would be more convincing if he 
had presented it objectively, rather than attempting 
to defend established positions at all costs. He might 
. then have avoided the disdainful reference to a 
‘theoretical industrial accountant’, whatever that may 
be. If there is one field of endeavour where the prac- 
tical approach is essential, it is in the area of indust- 
па! accounting, as those who leave the cloistered 
seclusion of the profession for the hurly-burly of 
industry soon find out. At the present time, the 
articled clerk’s training makes no provision for this, 
despite the fact that the majority of today’s articled 
clerks go into industry after qualifying. 

Those who want to change the system of articles 
have not suggested the abolition of practical experi- 
ence as a prerequisite to professional qualification. 
What they have suggested is a higher standard of 
education for entry to the profession. The present 
system places too much emphasis on the narrow 
vocational aspect, and not enough on the broader 
aspects of business education, and the development 
of creative thinking. It is no longer adequate to take 
grammar school boys, to teach them book-keeping, 
auditing and company law, and expect them to face 


the business world of the future. The business man _ 


will expect much more of his accountants. If he 

cannot get what he wants from his accountant, he 

will turn to someone else. Unless we realize this now, 

we may one day find ourselves supplanted by non- 

accountants with a more liberal business training. 
Yours faithfully, 


Montreal, Canada. J. А. REDMAN, A.C.A. 


Sir, ~ I have been fascinated and at times horrified Бу. 


the correspondence and articles which have appeared 
on the subject of professional education in the last 
few months, I have now worked for two large indus- 
trial concerns, in both of which the same general 
situation exists: 

(a) A considerable number of important ‘account- 
ing’ jobs are being done by graduates with no 
professional training. | 

(5) Those responsible for recruitment of ‘qualified’ 
accountants complain of a shortage of suitable 
candidates, 
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This situation indicates something that the pro- 
fession seems to be slow to accept, i.e. that the require- 
ment for a responsible job in a complex situation is 
for a person with intelligence, whose mind has been ` 
trained to think rather than one who has а modicum: 


“of technical competence in the use of the Companies 


Act. 

'This requirement is, of course, just as important 
for professional partners as it is for captains of 
industry. : | 

ТЕ is not suggested that experience in а professional 
firm asaforerunner to employment in industry should 


be omitted. However, I see no particular virtue in 


spending that period with one firm or in the necessity 
for a contract in the form of articles. 

If articles were swept away there would be по. 
change in the situation, i.e.: 

(x) Demand for future partners and managers in the 
profession would see to it that those firms that 
needed them most would get the best people, 
probably graduates. 

(2) The demands of industry on these men after a 
few years with one or more Arms would ensure 
that the profession rewarded adequately those it 
wished to keep. 

Those who sought a qualification other than their 
degree, because they wanted to practice, for example, 
could take the professional examinations. 

This examination, as in the case of the first degree 
for doctors or solicitors, simply helps to ensure that 
the practitioner will be able to offer the public a 
certain minimum technical competence -- and no more. 


~ Ht is of no particular significance to the industrialist 


looking for talent. Аз an examination it is not 
designed to give as useful an indication of intellectual 
ability as the result of an honours examination at a 
university. 


The industrialist looking for an accountani wee ~ 


normally want: d 
(1) a suitable academic standard — probably with 
economics and accountancy having formed some 
part of the studies, | 

(ii) practical experience of accountancy of as varied 

and senior nature as can be obtained. 

Such experience will readily be given by the pro- 
fession to an able man if he is free ta leave at any time. 
"This means that at the present time many men are 
not given this kind of experience until after their 
articles have expired. It is easy to spot men who have 
been treated in this way — when they now frame 
advertisements for accountants they invariably ask 
for at least three years' post qualification experience. 

I was personally very lucky in my articles — I had 


only one wasted year out of three. I had two years of ~ 
` invaluable experience. But this arose not as a result of 


that peculiar relationship which is said to exist between 
articled clerk and principal, but because my principal 
was a busy man who was prepared to delegate to any- 
one willing and able to accept delegation. 

My conclusions are these: 

(х) The Universities Scheme has performed. an 
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invaluable function by getting accountancy 
introduced as a university subject in many cases 
at honours level. Having done this it serves no 
further useful purpose. 


-A—- (2) Articles for graduates should be abolished. 


(3) Qualification as a chartered accountant should 
be modified to include, say, three years’ experience 
with a firm or firms approved by the Institute 
(not necessarily all firms of chartered accountants). 

(4) Industrialists should cease worrying about 
whether-a man is a chartered accountant ог not 
but should recruit graduates and arrange for them 
to spend, say, two years with suitable firms of 
accountants until the profession takes over this 
function for them. 

It is vital for the profession that it gets its share of 
the best brains in the country — it must go to the 
universities for the majority of these people. Unless it 
is careful, industry will syphon off these people first. 

Yours faithfully, 


Grays, Essex. J. D. CORMIE, M.A., A.C.A. 


Deposit Account Interest 


Sir, – We are writing to ask if any of your readers 
have experienced a similar difficulty to our own. 

A client of ours has a deposit account at Lloyds 
Bank Ltd, and she did not ask for interest to be 
credited to the account when she called at the bank, 
although in fact her pass-book was presented each 
month for specific entries to be inserted which were 
paid direct to the bank. 

After some four years we asked if she could obtain 
the exact amount of interest credited to her account 
in order that income tax affairs could. be correctly 
dealt with, and the four years’ interest was credited 
in a lump sum. 
= The Revenue now seek to tax our client on the 


< 
x= lump sum received in one income tax year. Their 


argument is that Lloyds Bank differs from the other 
“Big Five’ in that it does not credit interest until it is 
asked for by a customer, and neither does the 


customer receive interest on the interest for the years . 


in which it was not credited. — 

It seems to us to be completely inequitable that 
one large bank should be out of line with the other 
‘Big Five’, and. also the Post Office and Trustee 
Savings Banks. 

Have your readers any observations? 

Yours faithfully, 
` SANDERS, MILLICHAMP & CO. 
Wolverhampton. 


Commencement and Cessation 


Sir, — І act for a milk roundsman who has carried on 
business in a very small way for a number of years. 
Recently my client extended his business by pur- 
chasing a half of the good will of a neighbouring round, 
the other half of the round was purchased by a ipe 
multiple concern. 

I prepared accounts for my client without separat- 
ing the newly-acquired ‘business’ and with tongue in 
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cheek submitted to H.M. Inspector of ‘Taxes the 
accounts and computation prepared on preceding 
year basis. As was expected, H.M. Inspector stated 
that there had been a succession and that the com- 
mencement provisions should apply. I had reason 
to believe, however, that the multiple concern who 
had purchased the other half of the connection would 
not apply the commencing provisions when submit- 
ting their accounts to H.M. Inspectór of Taxes; I 
therefore asked the Inspector for an explanation and 
received, inter alia, the following reply: 

*In the case of some multiple concerns, there may 
be an informal arrangement not to apply the com- 
mencing and cessation provisions, this is purely for 

convenience and does not establish a precedent’. 
Can it really be true that the law which can be 
applied to the small trader need not necessarily be 
applied to the large concern? 
Yours faithfully, 


Doncaster. D. W. SAUNDERS. 


Assessment Query 


Sm, – Will any of your readers please be kind enough 
to solve the following query? 

A company's trade ceased in 1960-61 but a notice 
of assessment for 1961—62 on an estimated sum was 
issued against which the company did not appeal. 
Does, in such circumstances, the 1961-62 assessment 
become final, conclusive and binding on the company? 
Or is the assessment considered invalid? 

Yours faithfully, 


London W8. R. V. MANIAR. 


How to Decimalize the Currency 

Sir, – The point made by Mr William Phillips in his 
article in The Accountant of April 14th that, owing to 
the natural tendency of human beings to think in 
halves and quarters is so irresistible that every country 
which has a so-called decimalized currency also has 
coins or notes for two units, and sometimes four, and 
for half a unit and a quarter, is one which seems to 
be almost universally overlooked by the ardent 
decimalizers in this country, and I feel the author is 
to be congratulated on having brought it to our 
attention. 

Another common misapprehension suffered by the 
multitude of people who rush into print on the sub- 
ject of decimalizing the currency is their failure to 
have realized that there is an important distinction 
between decimalized divisions by groups and sub- 
groups such as 1o cents to the dime and то dimes to 
the dollar, which, of course, we have not got with our 
12 pence in the shilling and 20 shillings in the pound, 
and the decimal scale of notation, which, in common 
with the decimalized countries, we use when we write 
£67 18s 11d, since we have no single symbol to 
express 104 or 11d, or any quantity of shillings from 

` Ios to 19s. The Americans have both decimalized 
divisions and the decimal scale of notation, as in 
$67-75, as have the countries of Europe, and it is the 
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combination of the two that is now proposed for us. 

What A. C. Aitken, Professor of Mathematics at 
Edinburgh University, is arguing for is a duodecimal 
scale of notation, and over the years he has shown 
again and again how much faster mental arithmetic 
would be in this scale. What Mr William Phillips has 
been arguing for since 1936 is the octonary scale of 
notation for scientific and technical purposes, already 
seen in a crude form when the mechanic and the 
carpenter insist on using halves, quarters, eighths and 
sixteenths of an inch, and so on, and the housewife is 
accustorned to have four gills to the pint, two pints to 
the quart and four quarts to the gallon. We shall look 
rather silly if we decimalize our currency at the very 
time when, as the experts believe, we are on the 
threshold of abandoning the decimal scale of notation 
in two important respects. 

Yours faithfully, 


London WC2. W. H. CUTTRISS. 


Sır, – In his lively contribution to your issue of 
April 14, Mr Phillips reminds us that decimaliza- 
tion of the currency has hitherto seemed to present 
us with the alternatives of retaining the Д and 
abandoning the penny or of retaining the penny and 
abandoning the £. 

There are powerful objections to both these alter- 
natives but Mr Phillips has made an ingenious and 
valuable suggestion whereby we could retain the 
penny and also retain the £ in decimalized form. 
When we think of currency we tend to think only of 
its use in day-by-day transactions in the market place. 
In this way it is often overlooked that in such 
matters as industrial assurance and national insurance 
the currency units have been employed in the expres- 
sion of millions of long-term contracts and obliga- 
tions. National insurance and friendly society 
contributions are expressed in the small units of 
currency (shillings and pence) while the benefits are 
expressed in the larger units (pounds and shillings). 
If some of the payments under a long-term contract 
have been made in a currency unit which is not 
available for the remaining payments an adjustment 
of the contracts is necessary and this adjustment is 
complicated by the fact that the relation between the 
number of past payments and the number of future 
payments will vary according to the length of time 
the contracts have been in force. 

Provision for the adjustment of millions of in- 
dustrial assurance contracts, friendly society obliga- 
'tions, etc., is a very considerable difficulty in the way 
of the decimalization of our coinage. Mr Phillips's 
suggestion to retain the penny with a duodecimal 
relationship with the half-florin overcomes the diffi- 
culty of adjusting millions of long-term contracts and 
goes far to give us the best of both worlds with 
twelve pennies to the shilling (or “half') and the f 
retained in decimal form: то ‘halves = £1. 

Yours faithfully, 
: H. HOSKING TAYLER. 

Fawkham Green, Kent. 
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бів, - I have read numerous accounts on methods 
which might be used to decimalize our currency, not 
the least of which was the joint report of committees 
appointed by the British Association and the Associa- 


tion of British Chambers of Commerce. I have hearát-* 


and read suggestions that the existing pound should 
be the new basic unit or £5 or zos or 8s 4d or even a 
florin, but I am at a loss to understand why no one 
has suggested a new 5s unit. 

A new unit which I suggest should be called a 
‘Royal’ of value 5s, subdivided into 100 cents would 
produce a cent valued at -6d. In my view this is near 
enough to our present halfpenny to meet fully the 
requirements of those of us, particularly in the retail 
trade, who favour the retention of a coin of this value. 

Conversion to this form of pure decimal currency, 
involving only one decimal poinz and eliminating all 
fractions, would be eminently simple as the following 
table shows: 


> 
r cent = '64 (say, $d) 20 cents == 15 

2 cents = 1'24 (say, 14) до cents = 25 < 
5 cents = 3d 50 cents == 25 6d 
ro cents = 6d 100 cents or 1 Royal— ss 


The differences in values between the one and two 
cent pieces and our present halfpenny and penny res- 
pectively are so small that in my view they can be dis- 
regarded. After all it has just been decided to abolish 
as worthless the farthing, ог -25d. 

It will be seen that all our existing coinage can be 
used in exactly its present form thus eliminating 
enormous expense in the conversion of slot machines. 
During the conversion period new issues of these 
coins could be stamped with the old and the new 
values until such time as new values became familiar 
to everyone. 

The new basic unit, the Royal, is of a value which 
has been well tried and found not to-be.wantirigZ 
It is, after all, not very different from the United 
States dollar. 

Conversion of accounting machinery to a system 
involving only one decimal point, with never more 
than two digits after the point and eliminating 
fractions, would be relatively cheap, though I admit 
that the present capacity of all such machines based 
on the pound would be quartered. The sufferers 
from this disadvantage would, in the main, be big 
companies who are in a much better position to meet 
the cost and the inconvenience than are small users. 

Our postage stamps would require to be altered and 
we should have only five stamps from one cent to five 
cents inclusive instead of the present six from a half- 
penny to threepence. 

‘Finally, as a retailer, I would stress the importance 


of maintaining a unit of currency similar to the half“ 


penny. Тће impact on the cost of living, particularly 
in the field of foodstuffs, will be tremendous if such 
a unit were to be abolished at the present time. 
Yours faithfully, 
J. R. SPEED, 
Managing Director, 


Rotherham. Jonn БРЕЕР & Co Гтр. 
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Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


Monthly Salaries Loan Co Ltd v. Furlong 


In the High Court of Justice (Chancery Division) 
March r4th, 1962 


(Before Mr Justice WILBERFORCE) 


Income tax — Moneylender — Reserve for future 
expenses of collection — Whether sum reserved deductible 
~ Income Tax Act, 1952, section 137 (1). 


The appellant company carried on business as a 
moneylender, and its loans were generally for one 
year though they could be for a shorter period or as 

aeos as eighteen months. The capital consisted of the 
money it lent and it was for most of the time out at 
risk. Тће company maintained a collecting and legal 
staff. 'T'he profit consisted of interest received on the 
loans less the expenses of obtaining the interest. When 
a loan was made, the full amount payable in respect 
thereof (both principal and interest) was debited, 
but interest not then due was not credited to the profit 


and loss account, but only interest actually then. 


payable. The debits to profit and loss account were 
primarily the expenses of collection incurred in the 
accounting period in question and an amount for bad 
debts. 

Тће appellant claimed to be entitled also to deduct 
an amount as a reserve for expenses to be incurred in 
future years in the collection of outstanding loans. 
Пе amount was calculated by а formula, the object 

. of which was to ascertain the portion of-the collecting 
expenses which would be incurred in the future, and 
which related to the capital element in the loans. 

No portion of the collecting expenses in respect of 

the interest element in the loans was included in the 

formula, as the interest was not brought into the 
profit and loss account until it was actually received. 

'The Special Commissioners decided that the sum 
claimed was not deductible for tax purposes. 


: Held: the Special а decision was 
correct, 


Wellington v. Reynolds 


In the High Court of Justice (Chancery Division) 
March 15th, 1962 


(Before Mr Justice WILBERFORCE) 


Income tax – Back duty — Wife's business — Assessments 
on husband — Whether fraud or wilful default by husband 
— Income Tax Act, 1952, sections 47 (1), 504 (2). 

The appellant was assessed for 1936—37 to 1948-49 
under Case I of Schedule D in respect of the business 
of an innkeeper carried on by his wife. The appellant 
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had his own businesses, and also some income in the 
form of rents from houses. 

The appellant made returns in respect of his own 
income and also of the profits of his wife's business, 
from 1930 to 1947. In 1957, the Inland Revenue 
ascertained that the appellant's wife had maintained 
а deposit account from 1921 onwards in her maiden 
name, that a deposit of £6,000 had been made in 
1947, and that other sums had been deposited in 
amounts of about {100 over the years. A back duty 
inquiry was then begun and the appellant's wife 
stated that the money deposited in the account . 
represented accumulated cash, which she had kept 
in a tin box in the house, and also represented a bet 
which had been placed by her mother on a Derby 
winner. Тће assessments were made on the footing 
that fraud or wilful default had been committed by or 
on behalf of the appellant's wife, and that therefore 
the proviso to section 47 (1) of the Income 'Tax Act, 
1952, was applicable. 

'The appellant appealed against the assessments, 

and gave evidence before the General Commissioners, 
but his wife did not attend the hearing, and a medical 
certificate was produced showing that she was unwell. 
Тће General Commissioners did not accept the 
explanation given by the appellant's wife during the 
course of the investigation as to the origin of the sums 
in the deposit account, and they confirmed the assess- 
ments on the appellant. 
‚ Held: there was no evidence pointing to the con- 
clusion that the appellant had had guilty knowledge 
of the acts of his wife in relation to the subject-matter 
of the appeal, such as to entitle the General Commis- 
sioners to conclude that there had been wilful default 
on his part; and that the assessments should be dis- 
charged. 


Jamieson v. СЛЕ. 
Wills v. СТЕ. 


In the Court of Appeal – March 27th, 1962 
(Before Lord Justice SELLERS, Lord Justice Donovan 
and Lord Justice PEARSON) 


Surtax – Settlement on children - And on their wives, 
husbands, widows or widowers ~ Whether settlement 
terminable — Whether settlement irrevocable — Finance 
Act, 1958, section 404 (2) – Income Tax Act, 1952, 
sections 397, 398, 399. 

In 1950 the respondent made a settlement in 
favour of his one child then living and of future born 
children ‘and otherwise as hereinafter mentioned’. 
The settlement was to continue till the end of twenty- 
one years from the death of the survivor of the child 
and the settlor’s wife. The trust fund was settled on 
issue (including children thereafter to be born) of the 
settlor, and the wives, husbands, widows or widowers 
of such issue. The beneficiaries took such shares as 
the trustees at their discretion should from time to 
time appoint. The trustees also had power to release 
or restrict their power of appointment. The trustees 
had not exercised their power to release or restrict 
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their power of appointment. The trustees had not 
exercised their power of appointment, mor their 
power to release or restrict it, and they Кад accumu- 
lated the trust income during the relevant vears. At 
. the time of the appeal the settlor had three children, 
all of whom were infants. Surtax assessments were 


made on the appellant for 1955-56, r556-57 апі. 


1957-58 on the footing that the settlement 1 moe 
fell to be treated as his income. 

It was contended on behalf of the appellant fine 
the settlement was irrevocable within tae meaning 
of section 399 of the Income Tax Act, 952. It was 
contended on behalf of the respondents that the 
settlement could be determined because the trustees 
could appoint the whole of the trust fund absolutely 
in favour of a particular beneficiary; aad “hat the 
settlement was revocable for the purposes of section 
399 because it was thus determinable. “he Special 
Commissioners decided in favour of the respcndents. 

Held (Lord Justice Sellers dissenting) = the special 
power of appointment was not a provision for the 
determination of the settlement, and thar the settle- 
ment was irrevocable within the meaning cf that word 
in section 399. 


Walter W. Saunders Ltd v. Dizon 


In the High Court of Justice (Chancery PIGNORE 
March 3oth, 1962 


(Before Mr Justice WILBERFORC=) 


Income tax — Petrol station — Tie agreement with oil 
company — Reimbursement of sums expendzd en sales 
promotion, co-operative advertising and dealer d-splay – 
Payment for constructional work — Paymeat for tie – 
Whether these payments capital or revenue payments: 


The appellant had previously carried сп business 
as a garage owner, but the premises were ccmpalsorily 
acquired, and the company had to find new premises. 
It contracted to buy a petrol station, and thus became 
liable for expenditure greatly in excess o7 th» com- 
pensation money it received for its previous pr=mises. 
In order to obtain financial assistance, th= appellant 
made an agreement on October sth, 1954, wath the 
Regent Oil Co Ltd (ROC), and there was evidence 
that it was known to ROC that the толгу payable 
by that company was needed for that purpose 

The agreement provided for a maximum: sum to be 
paid over a period of years by way of reimbursement 
of money spent on sales promotion, cc-operative 
advertising and dealer display, and in «onxection 
with. the sale of ROC's products. The agreement 
provided for the tie, but there was no prevision 
relating the sums payable by ROC to gallonaze. On 
the same day a letter was written by ROC suggesting 
that the proposed work at the garage ‘for the parpose 
of sales promotion, co-operative advertising and 
dealer display in connection with the sale by you of 
our products’ should be effected. The “etter also 
stated that the oil company appreciated that an 
advance of moriey would be needed ard that it 
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agreed to advance a sum not exceeding {£10,000 
conditionally upon reasonable evidence in respect of 
the work being produced. Two months later ROC, 
by direction of the appellant, paid {£5,000 to the 


contractors engaged by him to carry out the altera-*^* 


tions to the new premises, and on March 4th, 1955, 
ROC, again by the direction of the appellant, paid 
£2,000 to the contractors. It was agreed that those 
sums were spent on structural alterations. On the 
same day, by another letter, ROC increased the 
£10,000 to £15,000, and, again on the same day, . 
ROC paid, by direction of the appellant, £6,505 65 112 
to the appellant's solicitor as the balance of the price 
of the new premises. On February 15th, 1956,.a 
third letter passed between the parties, in which it- 
was agreed that a further sum up to £5,000 should 
be paid, and this letter was in the sáme terms as the 
previous ones. On February 9th, 1956, ROC paid 
£6,494 135 1d to the appellant, and this sum made 
up the total of £20,000 provided for in the original 
agreement. : 
It was contended by the respondent that having . 
regard to the references to sales promotion, co- . 
operative advertising and dealer display expenses, 
and to the making of the tie, the sums received by 
the appellant were received on revenue account. It 
was contended by the appellant that these sums were 


capital receipts. The Special Commissioners decided 


in favour of the respondent. 

Held: the sums in question were capital receipts 
of the appellant except that part thereof relating to 
advertising. It was agreed, however, on behalf of the 
respondent, that the whole of the sums in question 
should be treated as of the same character, namely, 
capital expenditure. 


Bispham v. Eardiston Farming Co (1919) Ltd 2G 


In the High Court of Justice (Chancery Division) 
March 29th, 1962 
(Before. Mr Justice WILBERFORCE) 

Income tax — Farming — Two farms up to a certain date 
— One farm then disposed of — Unexhausted losses of 
latter farm — Unexhausted capital allowances — Whether 
one trade or two trades carried on — Finance Act, 1941, 
sections то, ІІ – Income Tax Act, 1952, sections 124, 
152, 342. 
' The respondent company carried on a farming 
business at Eardiston and on January 31st, 1956, it 
acquired another similar farm in Scotland. On 
May 3rd, 1956, it disposed of the Eardiston farm. At’ 
January 31st, 1955, the losses on that farm amounted 
to £16,645; and the unexhausted capital allowances 
in respect of that farm up to 1954-55 amounted “* 
to £4,942. The company claimed that it had carried on 
only one trade all along; and that it was entitled to set 
the total loss and the total unexhausted capital allow- 
ances against its profits from the farm in Scotland. 

Held: the company had carried on only one 
business all through; and that its claim in respect of 
the losses and the capital allowances was valid. 
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will reduce the cost of the installation and save office 
space. 


Working documents and reports will be produced 


А I 4 lectronics at speeds of up to 9oo lines per minute by a printer 


directly controlled by the 315 central processor. 


ә Northamptonshire County Council is also to use an 
ln the Offi electronic computer to reduce its clerical and admini- 
ce strative costs. The computer, a National-Elliott 803, 
: will be installed in the 'l'reasurer's Department at 
County Hall, Northampton, this summer. 
Initially the computer will deal with the payment of 
Vickers Order Two Computers Š accounts and the analysis of expenditure over about 
RDERS worth more than half a million pounds 6,000 budget heads. As soon as this is running, the 
have just been placed for a Ferranti Orion com- machine will start to produce pay documents and 
puter and an І.С.Т. 1301 data processing system com- records for the councils 8,000 employees. 
puter to be installed at the northern works of Vickers- Other work now being planned includes a com- 
Armstrongs (Engineers) Ltd. The Ferranti computer, prehensive system of cost analysis and control, and the 
whilst dealing with routine commercial requirements, production of statistics for the education and medical 
will be used progressively for technical data processing departments. In all cases up-to-date records will be 
. and scientific calculations and investigation. The I.C.T. stored on reels of magnetic film which make up the 803’s 
system will also handle some technical workbut will be —electionic memory. 


quint devoted to commercial and administrative data It is expected that there will still be spare machine 
processing applications. Both computers will be used capacity, and it may ultimately be possible to undertake 
to serve the group's other companies. : work for other local authorities in the county. 


'The decision to install systems of different manu- 
facture enables computing to be undertaken simul- 
taneously in different departments of the company and 
gives opportunity for computer operators to gain a 
wide experience of advanced systems. 


The Lancashire County Council have decided to 
replace their I.C.T. 555 punched-card computers 
by two LC.T. i3or computers. The larger scale 
machines are required in order to process the increasing 
accounting, costing, statistical and payroll work 
necessitated by the Council's budget of some £81 mil- 

: lion and a payroll of some 55,000 personnel, of whom 
E.D.P. in Local Government approximately so per cent are weekly wage earners. 


S a further stage in the mechanization of their The decision to acquire the new machines was 
records, Hampshire County Council is to install made after а thorough study of work requirements 
in the County Treasurer's Department, Winchester, and a survey of computers available carried out by the 
an N.C.R. 315 electronic data processing system at а County Treasurer, Mr Norman Doodsoz; TIMER 
cost of approximately £128,000. F.S.A.A. и 


— 
.. Work which has not yet been mechanized and which š 

„745 now done separately by different departments will 
be merged iütc-one electronic system. During the New O.E.C.D. Computer Study 
processing of day-to-dáy'-*ransactions involving pay- 
ments to nearly 9,000 regular creditors, the computer 
will automatically compile information for the monthly 
analysis and control of expenditure. 'The payroll and 


НЕ English version has now been published of a 
À new O.E.C.D. study Seasonal adjustment оп 
electronic computers! comprising papers given at an 
salary accounting will cover over 17,000 weekly- and PA a ая e end by O.E.E.C. 

monthly-paid staff employed on the many services and E.C.E., and UU taris D 1959. ; 
provided by the County Council and will produce The last six years have seen a break through in the 
not only pay documents, but all related reports, Use of electronic computers for processing economic 
analyses and statistics. As an autornatic by-product of time series on a mass production basis. The develop- 
this work, labour charges will be extracted, analysed ment in the theory and practice of seasonal adjustment 
and fed into. the costing system. has been correspondingly rapid, and the new study 
aie А - А provides for the first time a comprehensive description 

Other proposed applications include the analysis of 


n . А indes of modern practice in this field, with references to 
income; highways costing; bank reconciliation; mort- material published elsewhere. 
gagees' records; the production of statistics for all included describ h 
departments of the County Council; and other admini- dE d res of 5 е "e uded eos o k bi 
, Strative procedures such as the maintenance of school metho: d a Mel и deca Ki N blen abc di er 
-# „medical records and the analysis of school examination PAPeTs dea WITA Тес соте un problems, including 
results. the separation of trend, seasona and irregular com- 
ponents, time- and trend-conditioned moving season- 
ality, and the properties of moving averages. 
Designed for the use of economists and official 
analysts, with a knowledge of new techniques, the 


volume can be considered as a useful new budgetary 
and forecasting tool. - 


„In all these applications, full use will be made of 
CRAM, the random-access memory with which the 315 
system is equipped. Information will be stored on 
special magnetic cards housed in interchangeable 
cartridges, each giving split-second access to over 5$ 
million alpha-numeric characters. Because cartridges 
can be changed in a matter of seconds, the use of CRAM 1 H.M.S.O. Price 55s (postage rs 24). 
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THE ASSOCIATION OF CERTIFIED AND 
CORPORATE ACCOUNTANTS 
FIFTY-SEVENTH ANNUAL GENERAL MEETING 


The fifty-seventh annual general meeting of The 
Association of Certified and Corporate Accountants 
was held in London on April 17th with the President, 
Mr G. L. Barker, F.a.c.c.a., in the chair. . 

Extracts from the report of the Council for 1961, 
presented for adoption, appeared in The Accountant of 
April 7th. | 


PRESIDENT'S ADDRESS 


- In the course of his address the President said: 


It is customary to refer first on these occasions to 
changes in the constitution of the Council during the 
year and in this connection I have to mention the 
resignation of Provost 
Macfarlane Gray and to 
express our appreciation 
of his services to the 
Association for so many 
years. І know 
Provost Macfarlane Gray 
regrets this as much as 
we do, but you wil 
recall that shortly after 
his term of office as 
President of the Аз- 
sociation came to an 
end, he was elected 
Provost of the Royal 
Borough of Stirling. The 
office of Provost in Scot- 
land is for a period of 
three years and his tenure of it accordingly ceased last 
year. He was, however, unanimously re-elected for.a 
further term апа the duties of the office are naturally 
such as to make it virtually impossible for him to 
attend meetings of the Council with any regularity. 
During his first term as Provost the position was met 
by a grant of special leave of absence, but Provost 
Macfarlane Gray feels that it would be unfair to the 


Association and to the Council for that position to. 


continue and in these circumstances he asked us with 
regret to accept his resignation. This the Council has 
done with equal regret and I am sure.that I am speaking 
for all my colleagues, as well as for all my · fellow- 
members, when I say that we should like to place on 
record at this annual general meeting our sincere 
appreciation of his outstanding services to the Associa- 
tion, both as a member of Council and as President, 
particularly in the Association's jubilee year over which 
he presided with such distinction. His public services 
were recognized by the award of the O.B.E. last 
year and I am certain that you will all wish to join 
with me in expressing to him and to Mrs Macfarlane 
Gray our most cordial good wishes for their future 
health and happiness. (Hear, hear.) 


Annual Report 


'The annual report of the Council and the accounts of 
the Association for 1961 have been circulated and you 


that. 


will no doubt be prepared to take them as read. Is that 
agreed? (Assent signified.) My next formal duty is to 
move the adoption of the report and accounts but 
before Y do that there are several matters of importance 
to which I wish to draw your special attention. 


Membership 


The membership of the Association continues to 
progress satisfactorily. It is true that the number of 
new members is rather lower than last vear, but the 
Council is satisfied that this is a perfectly normal 
fluctuation and reflects no adverse trend. This view is, 
I think, amply confirmed by the increase in the number 
of our registered students, which is now the highese 
in the history of the Association. ТЕ is, indeed, the case 
that such an increase is necessary, because the wastage 
among registered students is appallingly high. A glance 
at the percentage of failures at our examinations will 
indicate just how high and it is a matter about which 
the Council is seriously worried. There has been a 
further fall in the pass percentage during 1961 and this 
has served to revive an old bogy of which several of my 
predecessors have attempted to dispose — apparently 
in vain. This is the suggestion that the Council 
artificially restricts the number of passes. Тће answer 
to this has frequently been given.in the past and the 
answer is still the same, namely, that we do not and I 
have said this on many occasions. In any event we 
should regard such a practice as wholly immoral and 
grossly unfair to our students. 'The object of the 
Association is to gain members, not to turn them away, 
but we require as members only those whs-can™con> 
form to certain standards of achievemerit, which — I 
may say — we have no intentica of reducing. 

I indicated that we wee seriously worried about this 
matter and I want to assure you that this is no mere 
perfunctory expression of concern. We are most 
seriously perturbed and, in particular, by the results 
shown at the Intermediate. examination. We have 
accordingly appointed an ad Koc committee whose duty 
it will be to investigate the reasons for this state of 
affairs and to make suggestions for remedying it. 

'There are those who assert that the reason for these 
failures is perfectly obvious, namely, that students do 
not work hard enough. This is, no doubt, true of some 


. of them, but I find it very difficult to accept that a 


young man or young. woman who has sufficient fore- 
sight and ambition to seek a professional qualification 
and who to that end has spent good money on registra- 
tion and examination dues, subscriptions and tutorial 
fees is going to fritter that away by voluntarily spending 
more time on amusement and pleasure than they can 
afford. 

What is the alternative to this view? It is possible 
that with the best will in the world some of them do not 
have sufficient time to spend on their studies because 
of the demands of their employment and it was with 
this possibility in mind that we decided during the 
past year to introduce a new bye-law whereby students 
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for the Intermediate examination can prepare by 
means óf a two-year full-time course of study at an 
approved establishment of further education. We 
believe that if the necessary foundation of principles 
an be laid in this way – as we hope it would — then 
"the student will have something enduring and solid 
upon which to build. At present this mode of prepara- 
tion is entirely at the option of the student but there 
are not a few of us who believe that a course of about 
this duration should be made compulsory, not neces- 
sarily in one unbroken period but in such a way as to 
amount in the aggregate to about that period during 
the course of the studentship. 

This is, of course, in sharp contrast to traditional 
methods of training for the profession, but we can 
contemplate that without excessive alarm and, indeed, 
we must be ready to take advantage of the tremendous 
developments in business education which will 
undoubtedly take place within the next few years. 


New Teaching Techniques 


For a country whose attainments in the past have 
been so largely based on a certain aptitude for com- 
merce and finance, it is a sobering thing to be told — as 
we have been told by the McMeeking Report — that 
we are at least a decade behind the rest of Europe in 
training in this field. My own contacts with our 
professional colleagues on the Continent leave me in 
very little doubt as to the truth of this assertion and 
you will all know that the Minister of Education is 
taking the most resolute steps to remedy the position. 
In this he has our most earnest support and co- 
operation. : 

New facilities are going to be provided and we should 
be failing if we did not take all steps to ensure that we 
enjoy our fair share of them. It is true that develop- 
ment may be hampered by some shortage of teachers 
of the requisite quality. On the other hand I am bound 
to admit that teaching which must of necessity be 
very largely repetitive is not perhaps likely to attract 


ghe best of them. This in turn may mean that new 
9 "techniques of teaching will have to be more generally 


> 


й. Е 
> evidence of our re 


adopted. I am certainly not one of those who decry 
everything British, but I do believe that we have a 
good deal to learn from some other countries in this 
particular connection and I believe further that 
opportunities for our teachers to spend time at Ameri- 
can and European schools of business should be 
considerably increased and that this should be looked 
upon as a matter of priority. 

Jf I may venture to repeat something which my 


predecessor said in his address last year, it is that we. 


on the Council are trying to keep our minds as open as 
possible towards all these new developments and 
towards training for the profession as a whole. We are 
trying to rid ourselves of the belief that methods of, 
training which have been quite adequate and successi 
in the past are on that account incapable of img 
ment. We have given, we hope, some 
adiness to-think alog 
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surplus at about the same figure as for 1960. The 
accounts, as such, give little indication of the extent of 
this achievement, which has been possible only by the 
most vigorous economies. We intend to maintain that 
vigilance and to ensure that no part of the Association's 
income is spent without some reasonable prospect of 
advantage. Nevertheless it is important to note that 
although the surplus was maintained the actual sum 
expended was greater than in 1960, as, indeed, it has. 
been in every single year since the war. During this. 
past year the Association's activities cost well over 
twice what they did in 1950. I am not suggesting for a. 
moment that we are alone in this, but it would be 
foolish in the extreme to suppose that our expenditure 
is likely to fall or even.to remain static. There is no 
waste at headquarters, but as an integral part of the 
profession the Association has a duty to its members to 
maintain activities on a proper scale. An encouraging 
aspect of professional activities which is now assuming 
growing importance is the development and main- 
tenance of contacts with our professional colleagues. 
abroad. The strengthening of these ties will be of the 
utmost practical importance if Britain enters the 
Common Market and a more complete understanding 
of how the profession is practised in other countries 
is greatly to the advantage of the profession in its 
widest sense. But to put it quite bluntly, these things. 
cost money. There is, in addition, a constant demand 
on the profession from various official and other 
sources for advice or evidence on matters which fall 
within our field and it is part of our public duty to 
ensure that those demands are reasonably met. 

We must, therefore, take the view that for one 
reason or another we are committed to a rising tide of 
expenditure, despite all reasonable economies, and as. 
though that were not of itself enough, the position is 
worsened by the fact that as the Association becomes 
larger and more active, it requires more space and 
more staff. These are both relatively costly items but 
they have to be faced and it is the Council's considered 
view that having regard to the facilities which we 
ought to be able to place at the disposal of our members. 
and students, to our position as the sggond largest 
body of accountants in this country 
sibilities which that entails, it is-——4 
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'The taxation subcommittee has continued work on 
two studies dealing with bàck duty and double taxation 
relief and’ has also started a new one on estate duty. 
These are all medium-term projects, but at the same 
time the subcommittee has been responsible for 
assisting the Council on two matters of extremely 
topical application. One was the preparation of a 
memorandum on Revenue procedure at the invitation 
of the Select Committee on Estimates of the House of 
Commons — before which our representatives sub- 
sequently gave oral evidencé; and the other was our 
annual memorandum to the Chancellor in ancicipation 
of the Budget. Тће memorandum to the Chancellor 
this year was of particular interest because it contained 
some rather novel proposals for the basic simplification 
of the tax system. This was, in fact, nothing less than 
self-assessment by the taxpayer~a proposal which 
would very substantially reduce the work of the 
Revenue and at the same time bring to the taxpayer a 
measure of certainty about his liability which at 
present is all too often absent. As might have been 
expected, proposals so fundamental as these attracted 
a good deal of Press comment, almost without exception 
favourable, and so long as our technical work can 
attract notice of this kind, I think that we are bound to 
feel well satisfied with the efforts of those who assist 
us. 

There is perhaps less public appeal in the work of 
the other technical subcommittees, but to the profession 
itself they are no less important. One subcommittee is 
still engaged on a study dealing with management 
accounting for the small business and another is at 
work on the fourth of our brochures dealing with 
electronic data processing. This one will deal with 
management control and auditing. 

'This technical work occupies many hours of discus- 
sion, painstaking research and drafting. The material 
rewards for those who do it are small indeed, but its 
benefit to the Association is beyond measure. I refer 
to it not because you are unaware of it but because I 
desire to provide myself with an opportunity of expres- 
sing to those members who assist us so readily and 
js direction our very sincere АВР 
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long overdue, will not result in the administrative 
saving one might have hoped for, and Government 
spending still remains the main source of inflation. 
Indeed, the introduction of the levy on short-term 
capital gains will only add to the administrative burden 4. 
and the only satisfaction is acknowledgement of the ' 
political expedient, because one cannot see any com- 
mensurate return to the Treasury. In point of fact, the 
only people to benefit may be accountants and that 
does not make the tax-a good one. 

The design of the’ Budget seems to include an 
attempt to improve the climate of relationship between 
capital and labour, and if the deliberations of the 
National Economic Development Council are made 
easier in consequence, and goodwill in negotiation and 
discussion ensues, the Budget proposals will have been 
worthwhile. 


Acknowledgements 


My term of office as President is now drawing to its +: 
close and I should like at this time to express my deep 
sense of pride and pleasure at the honour which my 
colleagues on the Council did me last April in appoint- 
ing me to the principal office in the Association. I hope 
sincerely that I have not been found too seriously 
wanting in my discharge of the duties of that office 
and in that connection I should like to express my 
grateful thanks both to the Vice-President and to my 
other colleagues on the Council for their support and 
encouragement at all times. 

I can say without reservation of any kind that it has 
been to me a year full of enjoyment. It is a stimulating 
experience, but one which inevitably makes heavy 
demands on those who accept office. Looking back 
over the past decade it seems quite certain that the 
duties of the President increase year by year. I take 
this to be an excellent sign of progress and, indeed, 
evidence of a growing urgency in the direction of the 
Association's affairs and it is an honour and a privilege, 
to have been allowed to take the lead in this work even 
for a year. My wife and I have greatly enjoyed our 
visits to the district societies and the pleasure of 
meeting so many fellow members and their ladies. I am 
a great believer in the value of personal contacts and 1 
can think of a dozen cases within the last year where 
such contact has almost immediately resolved a 
difficulty which had hitherto seemed insoluble; and 
yet others where as a result of an hour's discussion 
with some other member of the profession, perhaps 
at the other end of England, the germ of an idea has 
formed which later has developed into a change of 
policy. 

Like all my predecessors in office, I should indeed 
have found it impossible to discharge my many duties 
out the assistance of our permanent officers at 
guarters. I should, therefore, like our-Secretary 
ant Secretaries to know how much I have Е 

vice assistance and support during these 
oe lr icis likewise DUE. 
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The twentieth annual general meeting of the London and District Society of 

` Chartered Accountants will be held on Tuesday, May 15th, 1962, in the Oak Hall of 

the Institute, Moorgate Place, London EC2, at 6 p.m. The report of the Committee 

for the year ended March 31st, 1962, and details of some of the activities of the 
Society, are given below. 


Committee 


Mr G. F. Ansell, Chairman, Mr C. V. Best, Vice-Chairman, 
Messrs J. A. Allen, G. R. Appleyard, C. W. Aston, C. J. M. 
Bennett, B.A., P. R. Bradshaw, N. Cassleton Elliott, M.A., 
1, J; Ezra, Miss Margaret Fox, Messrs E. J. Frary, D. 
Garrett, J. S. Harrower, W. 5. Hayes, D. V. House, А. P. 
Hughes, R. O. A. Keel, R. H. Langdon-Davies, D.F.C., 
D. I. Main, J. H. Mann, M.B.E., M.A., B. A. Maynard, M.A., 
D. 5. Morpeth, в.сом., D. Napper, G. C. Peat, C. Romer- 
Lee, м.а., L. J. Rowley, J. D. Russell, M.A., H. Gordon 
Smith, D. C. Urry, W. K. Wells, B.A., F. Е G. Whinney, 
J. K. White, cT ја F. Wilkinson, J. V. Wilson, J. W. G 
Cocke, T.D., M.A., Secretary. 


Membership 


The membership of the Society on March 31st, 1962, was 
6,614 against 6,574 last year, being a net increase of forty. 

Meetings for those newly-qualified are held to encourage 
them to join the district society and a number of extra 
members have been obtained as a result of the Small 
Practitioner Inquiry. 


Future Events 


A residential conference with a Management theme will 
have been held on April 12th-14th, 1962, at which, besides 
the usual papers and discussions, a Business Decisions 
‘Game’ will have been played with the aid of the largest 
computer in London today. 

On November 22nd to 24th, there will be a conference 
on Taxation at the Hotel Metropole, Brighton. 

Relations with Schools will be strengthened by following 
up last year's Commonwealth Technical ''raining Week by 
inviting headmasters and headmistresses, their careers 
officers and youth employment officers to meetings and by 
providing opportunities for school-leavers to obtain infor- 
mation about our profession. 

А National Productivity Year is being planned on a 
national basis from November 1962 to November 1963, and 
this Society will take part in and organize such activities as 
may be appropriate. 


Programme 


Details of the activities of the Society are given at the end 
of this report. 

The committee desires to express its appreciation and 
thanks to all those who have addressed meetings of the 
Society. 

The committee would welcome suggestions for next 
season. 

Activities of Subcommittees 


(a) Regional Taxation and Research 

‘The Regional Taxation and Research Committee, under the 
chairmanship of Mr C. V. Best, has given consideration 
during the year to current legislation and auditing, taxation 
and accountancy problems. These matters were either 
referred by the main Taxation and Research Committee or 
raised by members. 


(b) Students’ Societies 

Liaison has been maintained with the Chartered Accountant 
Students’ Societies of London and Oxford through герге- 
sentatives of the respective committees, by the attend- 


ance of officers of the District Society at Students' 
Societies’ social functions, and by arranging meetings in 
London for those successful in the May and November 
final examinations. 


(c) Recruitment 

Besides the usual visits to schools, the Society participated 
in Commonwealth Technical 'Training Week, May 29th to 
June 3rd, 1961. A dinner was held for headmasters and 
headmistresses of the leading schools who were afterwards 
addressed by Mr W. E. Parker. A cocktail party was arranged > 
for careers officers and youth employment officers. Parti Mire 
for school-leavers and their parents were held at th 
Institute on six consecutive afternoons. Over refreshments 
those attending were able to question members and officials 

of the Institute. After tea, talks were given about the 
profession as a career, followed by further discussion. 
‘These efforts were considered so successful that the com- 
mittee has been asked to repeat them this year. 

Members of the committee and other members of the 
Society have attended various other careers conventions and 
exhibitions arranged by youth employment officers and 
schools and have advised school-leavers and their parents on 
careers in accountancy. The committee is grateful to those 
who have given up time to visit schools etc. and would 
welcome assistance from more members who are interested 
in recruitment. 


(d) Advice to Members and Articled Clerks 
À number of applications for advice were dealt with during 
the year by consultation with members of the committee. 
А sole practitioner having to go into hospital was put in 
touch with a firm who would look after his practice duri 
the time that he was away. Members in difficulty through 
having too much work in hand or otherwise unable to attend 
to their clients' affairs, perhaps through illness, should not 
hesitate to contact the Secretary to obtain his assistance in 
finding temporary help from other practising members. 
Following the Institute Annual General Meeting in 
1961, when questions were raised about assistance for the 
smaller practitioner, a member in the area covered by this 
society met the Vice-Chairman and a past Chairman. A 
useful discussion took place which the member has told 
us he found most helpful in relation to his particular 
problems. It is hoped that others who have problems will 
not hesitate to get into touch with the Secretary. 


(e) Small Practitioner 
At the request of the President, members were invited to 
take part in the Small Practitioner Inquiry. Questionnaires 
were distributed and those completed and returned were 
analysed. Meetings were held in London, Luton, Oxford, 
Reading and Southend to enable members to raise and 
discuss matters of moment, after which a report in detail А 
was submitted to the Institute. ~ 
(f) Groups 
А meeting of representatives of the branch and groups with 
members of the District Society's committee was held 
during 56 year at which matters of mutual interest were 
uss 


Council Membership 


The Committee considered the names of the London 
members retiring by rotation from the Council at the 1962 
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NEW SUBSCRIPTION RATES 


An ordinary resolution to increase the annual sub- 
scriptions payable by members was passed, and the 
new rates will come into effect from January Ist, 1963. 
=Details of the new subscriptions (present rates in 
parentheses) are set out below: 


Members in practice £ sch 
Fellows ^ T .. 11 guineas (8 r8 6) 
Associates .. “x s 08i Бе (6 16 6) 

Members not in practice 
Fellows са .. 8 + (6 16 6) 
Associates .. t3 T 6 be (4 14 6) 

Members Overseas in practice 
Fellows A E: Ба 6 5 (3053: O 
Associates .. e Tw - 24; 2 (22 20D 

Members Overseas not in practice 
Fellows t 35 eee ду (3239) 
Associates .. 6 t. 3 » (3.3 (0) 


NEW COUNCIL MEMBERS 


Four new members of the Council were elected as 
follows: Mr W. G. H. Clark, M.P., F.A.C.C.A., principal 
in the firm of W. G. Clark & Co, of London, and 
Member of Parliament for Nottingham South; Mr 
J. P. Landau, F.A.C.C.A., senior partner in the firm of 
Landau, Morley & Scott, of London; Mr E. A. L. 
Smith, Е.А.С.С.А., senior partner in the firm of 
Goodwin & Lediard Smith, of Bournemouth; and Mr 
R. P. Crout, A.A.C.C.A., secretary of Schweppes Ltd. 

At a meeting of the Council of the Association which 
followed the annual general meeting, Mr Edgar 
Spencer, Е.А.С.С.А., was elected President and Mr 
Vivian Ralph Chennell, F.A.C.C.A., was elected Vice- 
President (as announced in ‘Weekly Notes’ in our last 
Issue). 
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PRESIDENT'S DINNER 


The President, Mr С. L. Barker, Е.А.С.С.А., gave 
a dinner on April 16th, at the Vintners’ Hall, 
London. The principal guests were the Right Hon. 
Sir Reginald Manningham-Buller, Bt, Q.C., M.P., 
Attorney-General, Sir Keith Joseph, Bt, M.P., 
Minister of State, Board of 'Trade, Lord Ritchie of 
Dundee, Chairman of the Stock Exchange, London, 
and: 


Messrs F. St K. Anderson (Master of the Vintners’ Company); 
H. P. Barker (Chairman, British Institute of Management); 
Sir Edmund Compton, K.B.E., C.B. (Comptroller and Auditor- 
General); Sir Cecil Crabbe (Chief Registrar of Friendly 
Societies); Messrs A. E. Dawson (President, The Institute of 
Chartered Accountants in Ireland); A. J. Driver (President, 
The Law Society); P. F. Granger (President, The Institute 
of Chartered Accountants in England and Wales); J. H. 
Gunlake, c.B.E. (President, Institute of Actuaries); Denis 
Healey, м.р.; Е. M. W. Hird (President, The Institute of 
Cost and Works Accountants); Sir Frederic Hooper (Manag- 
ing Director, Schweppes Ltd); Mr A. Imrie, c.B.E. (President, 
The Institute of Municipal Treasurers and Accountants). 


The Rt Hon. Lord Jenkins (A Lord Justice of Appeal; 
Chairman, Company Law Amendment Committee) ; Sir Donald 
Kaberry, Bt, T.D., M.P.; Sir Norman Kipping, K.B.E. (Direc- 
tor-General, Federation of British Industries); Sir Denys 
Lowson, Bt (President, Chartered Institute of Secretaries); 
Mr Maurice Macmillan, м.р.; Sir Edward Norman (Chief 
Inspector of Taxes); Sir Richard Powell, K.B.E., C.B., C.M.G. 
(Permanent Secretary to the Board of Trade); Mr Michael 
Shaw, M.P., J.P.; Major-General Sir Edward Spears, Bt, 
K.B.E., C.B., M.C. (Chairman, Institute of Directors); Mr J. C. 
Stewart (President, The Institute of Chartered Accountants 
of Scotland); Mr J. R. McK. Willis, C.B., C.M.G. (Deputy 
Chairman, Board of Inland Revenue). 





At the President's dinner at the Vintners’ Hall, London. Left to right: Mr F. St K. Anderson, Master of the Vintners’ 
Company; Sir Keith Joseph; Mr G. L. Barker; Lord Ritchie of Dundee; and Sir Reginald Manningham-Buller. 
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Annual General Meeting and decided not to submit any 
other nominations. 


Committee Membership 
Nominated Members 


*® The representatives of the Council of the Institute are 


Messrs D. V. House, J. H. Mann and J. D. Russell. 'The 
Chartered Accountant Students! Society of London has 
been represented by Mr W. K. Wells, and the Beds, Bucks 
and Herts Branch by Mr E. J. Frary. 


Vacancies on the Committee 
In Practice — Four vacancies 
Mr D. I. Main was co-opted during the year to fill the 
casual vacancy caused by the death at an early age of Mr 
А. C. Simmonds, who had served on the Committee for 
three years. 

Mr D. I. Main retires in accordance with Rule 18, and, 
being eligible and willing to serve, is deemed to be nomi- 
nated for re-election. 

Mr J. A. Allen, Mr B. A. Maynard and Mr H. Gordon 
Smith retire in accordance with Rule 7 and, being eligible 
and willing to serve, they are deemed to be nominated for 
re-election. 

Employed in the service of a practising accountant — 
One vacancy 
Mr J. K. White was co-opted during the year to fill the 
casual vacancy in this category which arose when Mr D. I. 
Main commenced to practise. z 

Mr J. K. White retires in accordance with Rule 18, and, 
being eligible and willing to serve, is deemed to be nomi- 
nated for re-election. 
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Not in either of the foregoing categories — Two vacancies 
Mr W. S. Hayes was co-opted during the year to fill the 
casual vacancy which arose when Mr G. A. Slator resigned 
on his appointment as an Assistant Secretary of the Taxa- 
tion and Research Committee. 

Mr Hayes retires in accordance with Rule 18, and, being 
eligible and willing to serve, is deemed to be nominated for 
re-election, 

Mr C. W. Aston retires in accordance with Rule 7 and, 
being eligible and willing to serve, is deemed to be nomi- 
nated for re-election. 


. Finance 

'The audited accounts for the year ended December 31st, 
1961, are attached hereto. [Not reproduced.] А 

The increased grant from the Institute included £309 
to meet the special expenditure incurred for Common- 
wealth Technical Training Week. The increase of £202 in 
Entertaining and Travelling results from the holding of 
two meetings to welcome newly-qualified members, now 
held by this Society instead of the Students' Society, and 
an additional dinner to the President, due to an alteration 
in the timing of this event. Also this year, conferences 
and social events have shown a deficit of £163, against a 
surplus in 1960 of £125. The net result is a surplus for the 
year of £12, bringing the accumulated fund to £726. 

Messrs Sydenham, Snowden, Nicholson & Co, have 
kindly agreed to continue to act as honorary auditors. 

For and on behalf of the Committee, 


G. F. ANSELL, 


April тай, 1962. Chairman, 


SOME OF THE YEAR’S ACTIVITIES 


Evening Meetings 
The following addresses were given in the Oak Hall of the 
Institute: 

October 24th, 1961. “The relationship between the 
Inland Revenue and the Accountant as regards Stock 
Valuation’, by Mr H. G. Thomas, Senior Principal 
Inspector of Taxes concerned with Stock Valuation. 

. December 12th, 1961. ‘Valuation for estate duty pur- 
poses of shares in controlled companies', by Mr P. 
Vernon, a Chief Examiner of the Estate Duty Office. 


2" February 13th, 1962. ‘Insurance – some topical problems’, 


by Mr J. A. Buckley, a director of A. W. Bain & Sons 
Ltd, Insurance Brokers. 


Luncheons : 

Three luncheons were held at the Connaught Rooms, Great 
Queen Street, London WCz2, and short addresses were 
given by the following speakers: | 

November 2oth, 1961. Mr G. Ewart Thomson, Chairman 
of Lloyds. 

January 8th, 1962. Mr H. C. Drayton, Chairman of 
British Electric Traction Co Ltd. 

February 26th, 1962. Professor W. J. Fairbairn, c.a. 
(S.A.), F.S.A.A., Professor of Accounting and Auditing 
at the University of Natal. 

Ап invitation to the above meetings was extended to Scottish 
and Irish Chartered Accountants in London. 


Dinner to the President 

Mr S. J. Pears as President of the Institute, together with 
the Vice-President and senior members of the Institute 
staff and the Presidents of the other District Societies, 
were entertained to dinner at 'lallow Chandlers Hall on 
May ard, 1961. His successor, Mr P. F. Granger, was 
similarly entertained at the City of London Club on Novem- 
ber 8th, 1961. | 
Dinner for Members | 

А dinner for members was held in the Hall of the Саг- 
penters' Company on October 26th, 1961, by kind permis- 
sion of the Master and Wardens. The President replied to 
the toast of the Institute and Mr А. S. Maclver to that of 
the Guests. 


Discussion Groups in London 
New members are always welcome and those interested 
in joining any of the groups mentioned below should write 
to the honorary secretary of that group. 


City Discussion Group 
Meets at The Tiger Tavern, 1 Tower Hill, London EC3, 
at 6 for 6.30 p.m. on the second Wednesday of each month, 
October to May. The subscription is ros per annum. 
Hon. Secretary: D. S. Lewis, 3 Copthall Buildings, 
Copthall Avenue, London EC2. 


North London Discussion Group 
Meets at the Russell Hotel, Russell Square, London WCr, 
at 6.30 p.m. on the third Wednesday of each month, 


. October to May. The subscription is 105 6d per annum. 


\ Hon. Secretary: P. D. Knox, The White Cottage, 
jNutley Lane, Reigate, Surrey. 


ў South West London Discussion Group 

iMeets at The Kingston Hotel, Wood Street, Kingston upon 
l''hames, Surrey, at 6.45 p.m. on the first Monday of each 
imonth, October to May. Тће subscription is ros 6d per 
fannum. . 

| Hon. Secretary: T. C. Backshell, Charter House, 
i Claremont Road, Surbiton, Surrey. 


Taxation Discussion Group 
Meets at 'The Cheshire Cheese, 10 Surrey Street, London 
WCa2 (entrance in Howard Street), at 6 for 6.15 p.m. on 
the first Wednesday of each month, October to June. 'The 
subscription is 7s 6d per annum. 
Hon. Secretary: УУ. Ј. Bailey, 54 Old Broad Street, 
London ЕС2. ; 


Management Discussion Group 
Meets at King’s Arms (upstairs), Buckingham Palace Road, 
London SWz (though this may be changed), at 6 p.m. on 
the last Wednesday of each month, October to April (except 
Decémber). The subscription is 55 per annum. 
Hon. Secretary: К. Hoare, 5 London Wall Buildings, 
London EC2. | 
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THE CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 


SEVENTY-SIXTH. ANNUAL REPORT 


Reproduced below is the report of the Board of Governors of The Chartered 

. Accountants’ Benevolent Association for the year ended February 28th, 1962, to be 

presented at the'seventy-sixth annual general meeting of the Association in the Hall 

of the Chartered Insurance Institute, 20 Aldermanbury, London EC2, on Thursday, 

May 3rd, 1982, at the conclusion of the annual meeting of The Institute of Chartered 
Accountants in England and Wales. 


1. The Association on February 28th, 1962, con- 
sisted of 3,702 members, viz.: 


The President 835 Annual Governors 

117 Vice-Presidents 132 Life Members 

20 Life Governors 2,597 Annual Members 
being an increase of 119 during the year. 

2. А list of the 119 (1961— 109) cases in which 
assistance has been given during the year from the 
General Fund appears on pages 27 to 35.1 During the 
year there were nineteen (nineteen) new cases and in 
three (five) cases former beneficiaries were assisted again. 
At February 28th, 1962, there were 102 (ninety-eight) 
current cases. Additionally, twenty-three cases 
have been taken over from The Incorporated 
Accountants! Benevolent Fund with effect from 
March Ist, 1962. Three cases are being assisted from 
the Special "Fund. 

3. Тће accounts for the year ended February 28th, 
ieee duly audited, are annexed to this report. 

4. The total expended by the Association in relief 
since its formation in 1886 amounts to £325; 336. The 
scale of relief granted by the Association is materially 
higher than that given by most charitable organizations 
but in the opinion of the Board is no more than is 
appropriate to the profession and to the needs of the 
beneficiaries. 

5. The principal figures from the accounts for the i 
five years are: 


Investment 
Year Relief Subscriptions Income 
: £ £ £ | 
1957-1958 13,069 — 7,018 7,313 
1958-1959 14,191 7,476 7,755 | 
1959-1960 18,093 7,813 ,026 \ 
1960-1961 19,103 8,444 9,943 
1961—1962 21,030 8,798 10,491 


6. Тће deficit for the year is £3,330 (1961 — £1,080). 
This is after charging the sum of £1,305 for the cost 
of the special appeal for new subscribers which was 
made on February 28th, 1962. The amount spent on 
relief was £21,030 (£19,103) a figure which will be 
considerably greater in 1962-63 when the Association 
will be assisting the twenty-three beneficiaries who 
were cared for by the Society’s Fund. 

7. On February 28th, 1962, the President sent out a 
personal letter of appeal to all members of the Institute 
for greater support of the Association. With this letter 


1 Not reproduced. 


was sent a list of subscribers to the Association at 
January 315%, 1962. It is too early to know what the 
result of the appeal will be but the Board hopes that it 
will result in a very much greater percentage of 


» 


members of the Institute becoming subscribers to the ^ 


Association. In the past there has been the very 
unsatisfactory position of only 10 per cent of the 
members of the Institute supporting the Association. 
'The Board is most grateful to the committees of the 


district societies and of their branches for the efforts - 


they are making in following up the appeal. Those who 
have not yet responded to the appeal are asked 
to do so now; a form of covenant and a form of 
banker's order! are provided on later pages of 
this report. 

` 8. Christos food hampers have, as usual, been sent 
to the majority of our beneficiaries. Gifts. of clothing 
and special donations have been made in appropriate 
cases. The cost to the Association of this expenditure 


: has been reduced by the income from the H. F. 


Holloway Memorial. 
` 9. During the year the Association has received the 
following legacies and donations: 














Legacies: + 
Administrators of the late H. C. Merrett, 
F.C.A. .. 16,116 
Executors of the late R. Simpson, AGA. .. 3,772 
i$ 55 A. W. Death, a.c.a. 215 
55 С. Bostock, Е.С.А. 100 
£20,203 
Donations: £ 
J. Donaldson, В.С.А. 250 
Н. G. Payton .. 256 
J. Clayton, Е.С.А. 125 
K. J. Dean, T.D., F.C.A. 100 
Bekonscot Model Railway “and "General ! 
Charitable Association лоо 
T. С. Fitton Will Trust 100 
W. H. Wright, F.C.A. A m xe 94 
R. L. Waller, Е.С.А. .. КЕ e Js 52 
Anonymous e š so 
Delmar Charitable Trust — .. 20 
Donations made at summer and other 
courses НЕ за E 32 
Others . 306 
£1,479 








ro. Upon the completion during the year of the 
administration of the estate of the late Mr H. C. 


` 


Кі 
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Merrett, F.C.A., the administrators transferred to the 
Association investments to the value of £15,116. Тћеу 
have also paid over £1,000 on account of income and 
an amount of £16,116 is included in the list of legacies 


>- in paragraph 9 of this report. A total of £26,046 has so 


far been received from the Merrett estate. Chartered 
Accountants’ Trustees Limited has appointed Mr 
M. G. J. Harvey an additional trustee of the estate. 

ir. The Association is a joint residuary legatee of 
the late Robert Simpson, A.C.A., who died on August 
14th, r950. Following the death of the surviving life- 
tenant, the Association has received investments and 
money to a total of 3,772 on account of its share of 
the residue and this sum is included in the list of 
legacies in paragraph 9 of this report. 

12. The Board has gratefully accepted from Mr Jack 
Clayton, Е.С.А., а gift of shares in a private company, 
Skirden Products Ltd. The shares are partly paid and 
Mr Clayton has undertaken to indemnify the Associa- 
tion in the event of any call on the unpaid capital 
within three years of the gift. 


13. The sum of £47 was received from the collection 


~ at the annual Church Service. 


14. Grants from the W. B. Peat Memorial Scholar- 
ship Fund amounted to £220. The number of cases 
ae on February 28th, 1962, was seven (1961 — 

ve). 

15. The Board has accepted with much regret the 
resignation by Mr Donald V. House, F.c.a., of his 
membership of the Executive Committee of which he 
has been a member since 1945. 

16. Mr J. Е. Aitchison, ВА., Е.С.А., has been elected 
to fill the vacancy on the Executive Committee. 

17. The Board reports with great regret the death 
last year of Geoffrey Bostock, Е.С.А., who had been a 
joint honorary auditor of the Association since 1934, 
and desires to record its great appreciation of his 
services over the last twenty-seven years. The Board 
has appointed Mr Leonard Pells, M.A., Е.С.А., to fill the 
vacancy. 

18. Тће Board reports that on February 28th, eight 
of the Association's ten places in the homes of Cross- 
ways 'I'rust were filled by nominees of the Association. 
‘The homes of Crossways Trust provide accommodation 
for old people whether they be able-bodied or infirm. 
There are present vacancies in homes for the able- 
bodied and the Honorary Secretary would be glad if 
members would let him know of any retired member 
(married or single) or of any widow of a member who 
might wish to be considered for a place in one of these 
homes. To be eligible, a person must be in need of 
care and attention and have insufficient means to pay 
for board and lodging and care and attention at 
normal rates. : 

19. 'The Board has continued to take steps to ensure 
that in appropriate cases the maximum grant available 
from the National Assistance Board is obtained 
provided that there is no loss of income to a beneficiary. 
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Grants have also been obtained from County Councils 
to assist in the maintenance of those who are in homes 
for old people. ! 

20. It is the policy of the Board to ensure that as far 
as possible a member of the Institute living near a 
beneficiary or applicant for relief, acts as a referee and 
is available to give advice when required. Such 
assistance from members is of the greatest value to the 
Executive Committee in considering applications. The 
Board wishes to thank district societies, branches and 
groups, for their help in appointing members for this 
purpose and also to thank those appointed for the 
considerable time and trouble they have taken in 
helping beneficiaries. з 

21. Тће Board is pleased to report that the Court 
gave its approval on January 22nd, 1962, to the 
merger of Тһе Incorporated Accountants’ Benevolent 
Fund with the Association. The assets of the Society’s 
fund, which are likely to be of the order of £20,000, are 
in course of being transferred to this Association which 
has accepted the responsibility of looking after the 
beneficiaries of the Scciety's fund. This: has added a 
further twenty-three beneficiaries to the number 
previously assisted by the Association and will of 
course add to the future expenditure on relief. When 
the formal order of the Court is received it will bring 
into force the alterations in the rules of the Association, 
subject to such amendments as the Court may see fit 
to make, which were approved by the members of the 
Association at the special general meeting which was 
held on May 4th, тобо. The main purpose of these 
alterations is to enable the Association to give relief 
to necessitous persons who have been members of 
The Society of Incorporated Accountants and to 
their necessitous wives, widows, children or depen- 
dants. 

22. The Board wishes to record its warm apprecia- 

tion to Mr R. W. L. Еке, Mr G. L. С. Touche and 
Mr D. A. Clarke as members of the Investment Sub- 
committee of the Executive Committee of the Associa- 
tion. 
23. The Board is grateful to Messrs Markby, 
Stewart & Wadesons, the honorary solicitors, for their 
advice and help particularly in connection with the 
merger of The Incorporated Accountants’ Benevolent 
Fund with the Association. 

24. The Board thanks the editors of Accountancy and 
The Accountant for the publicity they have given to 
the affairs of the Association during the year. Brief 
reports of the quarterly meetings of the Executive 
Committee are published in these journals. 

25. The Board wishes to place on record its high 
appreciation of the work of the officers and staff of the 
Institute. 

26. The honorary auditors, Mr Leonard Walter 
Bingham, Е.С.А., and Mr Leonard Pells, M.A., F.C.A., 
retire and kindly offer themselves for reappointment. 

W. S. CARRINGTON, 
March 28th, 1962. President. 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Members! Addresses Wanted 


The Secretary of the Institute would be glad to know 
the present address of the following members of the 
Institute. 'The town at which the member was last 
known is shown after each name. 

Alfred Charles Axon, F.c.A. 

William Glyndwr Bowen, 

B.SC.(ECON.), A.C.A. 
Brian Morris Davies, F.C.A. 


Brighton | 


. Penygraig, Rhondda 
London 


Walter Driver, Е.С.А. Keighley 
Michael David Gerrard, A.c.a. London 
Bernard Richard Green, А.С.А. Dorchester 
William Edward Guest, F.C.A. Barnsley 
Peter Hallmey, F.c.a. London 
Edmund Adrian Hurley, A.C.A. 'Thame 
Frank Denis Leech, A.C.A. London 
Wilfred Norman Marlow, F.C.A. Leicester 
Harold Mayers, Е.С.А. Liverpool 
Thomas Proudlove, О.В.Е., Е.5.А.А. Sanderstead ` 
Reginald James Вой, Е.С.А. Cheltenham 


Cyril Ward, F.c.a. Agincourt; Ontario 


PROFESSIONAL NOTICES 


Messrs Вактом, MavHEW & Co, announce with 
‘regret the retirement on March 31st, 1962, of Mr 
Е. R. C. Ross, F.c.a., their senior partner in Portugal. 
Mr Ross has been a partner in the firm's practice in 
Portugal for the past thirty years. Mr ANTHONY J. 
Bip, c.a., who has been a member of the staff in 
Lisbon for several years has been admitted to partner- 
ship in Portugal. | 

Mr F. W. BERRINGER, F.C.A., practising as F. W. 
BERRINGER & Co, Chartered Accountants, at 8 Widmore 
Road, Bromley, Kent, announces that as from April 
6th his son, Mr Јонм FRANCIS BERRINGER, A.C.A., 
became a partner in the practice. 


Messrs CLARE Сапљу & Co, Chartered Account- 
ants, of 6 Westborough, Scarborough, announce that 
Mr С. L. САТЕЕХ, Е.С.А., will retire from the firm on 
‘April 3oth, 1962. The practice will continue to be 
carried on under the same name by Mr ]онм A. 
BRYDEN, F.C.A. : 


Messrs HENDERSON, GRIFFITHS & Co, Chartered 
Accountants, of 53 Cathedral Road, Cardiff, announce 
that Mr WILLIAM RHiDIAN JENKINS, A.C.A., has been 
admitted into partnership. · : 

. Messrs Mann Jupp & Co, Chartered Accountants, 
of 8 Frederick's Place, Old Jewry, London EC2, 
announce that Mr FRANK LEONARD MOORE, M.C., 
F.C.A., а senior partner, retired on April roth, 1962, 


after forty-one years’ service. He will continue to be 
available in a consultative capacity. 


Messrs WaLrer Meacock & Co, Chartered Ac- 


‘countanis, of 21 Gold Tops, Newport, Mon., announce 


with regret the death of their senior partner, Mr 
Ковект W. Меасоск, Е.С.А., on April roth. 

. Messrs Soorx & Co, Chartered Accountants, of 22 
Southampton Place, London WC1, announce that as 
from April 6th, 1962, Mr A. B. WAGSTAFF, A.C.A., and 
Mr P. С. HINE, A.C.A., have been admitted as partners. 
‘The style of the firm remains unchanged. 


Appointments 


Mr Ivor L. Lloyd, Е.С.А., company secretary and . 


comptroller, has been appointed to the board of 
directors of United Merchants & Manufacturers 
(U.K.) Ltd. D. 

Mr P. R. Parry, A.C.A., has been appointed account- 
ant to the Hong Kong Housing Authority. 

Mr C. В. Plummer, c.a., has been appointed a director 
of City & Commercial Investment Trust Ltd, Second 
City & Commercial Investment Trust Ltd, Third City 
& Commercial Investment Trust Ltd, Redeemable 
Securities & General Investment Trust Ltd and 
Forsecs Investments Trust Ltd. 

Mr R. G..Sutton, F.c.A., has been appointed a director 
of Simms Motor & Electronics Corporation Ltd. 


Mr F. G. Taylor, F.c.a., secretary of Carpet Trades i 


Ltd, has been appointed a director of the company. 


RESTRICTIVE PRACTICES COURT 
The Queen has signified her intention of appointing 


ad 


Mr Donald V. House, F.c.a., who was President of The “sg 
Institute of Chartered Accountants in England and | 


Wales in 1954—55, to be a member of the Restrictive 
Practices Court. Mr W. G.. Campbell, B.A., Е.С.А., а 
member of the Court. whose appointment expired 
earlier this month had indicated that he did not wish 
to be considered for further appointment. 


COMPANY INQUIRY 
Mr J. В. Моше, B.A., C.A., a partner in the firm of 
Peat, Marwick, Mitchell & Co, of London, has been 
appointed by the Secretary of State for the Colonies, 
Mr Reginald Maudling, to inquire into the affairs of 
Bailey (Malta) Ltd. Mr Maudling has also appointed 
Mr William Rendell, M.A., Е.С.А., who is general 
manager of the Colonial Development Corporation, to 
be a Government director of the company under the 
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Loans Agreement between the Government and the 
company. 

'The decision to order the inquiry and to appoint a 
Government director has been taken as a result of the 
recent resignation of three directors from the board. 
They were Sir Richard Yeabsley, С.В.Е., F.c.A., and 
Mr R. Hanning Philipps, who were appointed to the 
board by the company at the Government's request in 
December 1960, and Mr Lawrence W. Robson, F.C.A., 
who joined the board at the same time. 


NEW RAIL CONTROL COMMITTEE 


Three members of the profession have been appointed 
to the British Railways Committee which was an- 
nounced last week by the British Transport Com- 
mission. They are Colonel D. H. Cameron of Lochiel, 
T.D., В.А., F.C.A., chairman, Scottish Area Board, Mr 
P. H. Shirley, r.c.A.(ausr.), Finance Director, and Sir 
Reginald H. Wilson, B.COM., M.INST.T., C.A., chairman, 
London Midland Area Board. 

'The purpose of the Committee, which is under the 
chairmanship of Dr Richard Beeching, is to prepare 
the way for the proposed British Railways Board which 
is to be established in due course, when the Commis- 
sion will cease to exist in its present form. 


INSTITUTE OF OFFICE MANAGEMENT 
Glasgow and West of Scotland Branch 


The ninth annual spring conference of the Glasgow and 
West of Scotland Branch: of the Institute of Office 
Management will be held at the Peebles Hotel Hydro 
on May 4th, 5th and 6th. 

The subject of this year's conference is ‘What has 
the office to offer?’ and the conference speaker will be 
Mr D. S. Greensmith, M.B.E., А.С.1.5., F.1.0.M., Chair- 
man of the Council of the Institute, director of Boots 
Cash Chemists Ltd, and controller of administration 
of Boots Pure Drug Co Ltd. He will speak on the 
changing role of the office, the need therein for an 
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efficient management control system, the important 
implications that the development of the modern office 
has for the staff, and the adjustments to the recruitment 
and training that are needed to meet the new situation. 
Mr T. R. Craig, o.B.E., T.D., managing director (sales), 
Colvilles Ltd, will be guest speaker at the conference 
dinner. 

Further information may be obtained from the 
conference secretary: Mr С. В. MacHaffie, Philips 
Hamilton Works Ltd, Wellhall Road, Hamilton. 


THE INSTITUTE OF COST AND WORES 
ACCOUNTANTS 


Oxford Week-end Course 


During the week-end April 13th-15th, some forty 
members of The Institute of Cost and Works Account- 
ants took part in the first residential course for qualified 
members held at Worcester College, Oxford. 

On Friday evening, Mr Ian T. Morrow, C.A., 
F.C.W.A., a past President of the Institute, spoke on 
the expanding field for the management accountant. 

Papers were presented on sources of finance, the 
assessment and control of capital expenditure, the 
measurement of return on investment and the utiliza- 
tion of capital, both in relation to fixed assets and 
current assets. 

After dinner on Saturday evening, the President of 
the Institute, Мг F. M. W. Hird, Е.С.А., F.C.W.A., 
who had that day also been present at the Regional 
Conference in Birmingham (referred to in our last 
issue) addressed members in Hall. Mr Hird emphasized 
the importance which he and his colleagues on the 
Council attached to courses such as the present one. 

Also present were two past Presidents of the 
Institute, Mr J. Borsay, F.C.W.A., and Mr G. C. Stone, 
F.C.W.A., who presented papers, the Chairman of the 
No. r Area Co-ordinating Committee, Mr A. У. 
Field, r.c.w.A., A.C.Ls., and Mr W. L. Spalding, 
B.SC.(ECON.), C.A., F.C.W.A., F.C.LS., Chairman of the 
Institute's Education Committee. 


Some personalities at the 
Oxford Course. Seated, left 
to right: Messrs Derek du 
Pré, Secretary of the Institute; 
G. C. Stone, F.C.W.A., a Past 
President (Speaker); F. M. W. 
Hird, F.C.A., F.C.W.A., Presi- 
dent of the Institute; J. 
Borsay, F.C.W.A., a Past Presi- 
dent (Speaker). Standing, 
left to right: Dr J. M. 5. 
Risk, B.COM., PH.D., C.A., 
F.C.W.A., Е.С.1.5., Convenor; 
Messrs G. В. Coe, F.C.W.A., 
Member of Course Committee; 
S. J. Careless, F.C.A., F.C.W.A., 
Speaker; A. D. Coventry, 


БОА, ЕСМ» с ТАС 
Speaker; W. L. Spalding, 
B.SC.(ECON.), C.A., F.C.W.A., 
Е.С.1.5.. Member of Course 


Committee; S. G. H. Freeman, 
A.C.W.A., Secretary of the 
Course. 
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HOLIDAY CROSSWORD: SOLUTION 


The solution to the Holiday Crossword compiled by 
Mr Kenneth Trickett, ғ.С.А., which appeared in last 
week's issue, is as follows: 











LONDON STUDENTS' CAMBRIDGE COURSE 


А total of 287 students from the Chartered 
Accountant Students’ Society of London and seven 
from Cambridge joined in a four-day course of lectures 
and discussions from April 12th-15th at Cambridge, 
under the chairmanship of Mr G. B. C. Hughes, M.A., 
A.C.A. The subjects of the lectures were appropriate to 
students in the early years of their articles. 

After a most informative and stimulating talk, full of 
anecdotes, on ‘Everyday justice’ by Mr Harold F. 
Sturge, Metropolitan Magistrate, the course got down 
to a more domestic lecture by Mr S. J. D. Corsan, 
F.C.A., on “What it is like to be a principal’. On this 
subject the provocation to argue seemed to be less than 
on the following talk by Mr Donald V. House, F.c.a., 
on ‘Professional ethics and all that’. ‘All that’ included 
many warning and guiding suggestions on examina- 
tions, some of which were accepted gratefully and 
others with rather less wholehearted agreement. 

On the Saturday morning, under the title, ‘Shapes 
. + . and sizes’, Mr Peter Darvall, B.A., A.R.I.B.A., gave 
the course the architect’s view of ‘true and fair’ with 
a strong accent on the ‘fair’. The impact of intended 
use and of future developments, so often overlooked in 
setting out statements of accounting information was 
brought vividly into focus in a language quite un- 
familiar to accountants and therefore all the more 
striking. The course ended with a lecture by Mr A. R. 
llersic, M.SC.(ECON.), B.COM. on ‘Britain and European 
trade’ which gave a most salutary and corrective view 
of the basic economic factors in a problem usually 
violently distorted by political and pressure-group par- 
tisans. 

All the lectures were followed by discussions, and 
the seventeen groups formed for discussion in Corpus 
Christi and Pembroke Colleges where the students had 
rooms, covered not only questions arising out of the 
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lectures but also many other subjects of professional 
and general interest. 

The President of the Students’ Society, Mr W. E. 
Parker, C.B.E., F.C.A., presided at high table at dinner 


in Corpus Christi College on the Thursday and ing 


Pembroke College on the Friday when guests from the 
colleges were present. On the Saturday afternoon a 
substantial proportion of eight crews who took part in 
an 'informal' punting race found themselves in and 
out of the River Granta for the amusement of them- 
selves and others, and in the evening a dance for the 
course was organized by two students. On the Sunday 
morning a Course Service was held in the Chapel of 
Corpus Christi College and about eighty students 
took part. 

For nearly three hundred articled clerks the course 
provided not only information on subjects of wide and 
practical importance to future chartered accountants, 
but also much stimulating discussion and an unique 
opportunity to get to know personally those who will 
share with them the responsibility of maintaining 
the future status of the Institute. 


NEW STUDENTS' MAGAZINES 


The appearance of two further students’ magazines 
following the publication last November of The 
Bradford and District Chartered Accountant Students' 
Society's half-yearly Newsletter, is a welcome sign of 
student enterprise. 

Contra, the new magazine of the Chartered Account- 
ant Students’ Society of London, extends to twenty- 
six pages, and combines humorous items with articles 
on such subjects as ‘Know your Common Marketeers’, 
‘Alhambra and Generiffe today’ and ‘The Parker 
Report’. Other matters include notes of forthcoming 
events and information about the Students’ Club. 

The Chartered Accountant Students’ Society of 
Leeds have based their new magazine Equilibrium on 
the annual report of the Society and have admirably 
interwoven details of the year’s activities with comment, 
a quiz on ‘How do you rate as a student?’, and a 
controversial piece on the Parker Report. A page and a 
half of verse and a page ‘For those with money to spare’ 
— listing union colours, publications, and part-time 
lecture courses, make up the remainder of the maga- 
zine’s thirty-one pages. 

Bradford’s second issue of its Newsletter, also now 
published, covers a variety of subjects from beagling, 
to Portugal under Dr Salazar, and the Bradford 
Town Hall clock; there is also a letter from Lord 
Russell on nuclear disarmament. Reports from 
branches, details of study courses, and a sports report 
all help to give varied and interesting reading. Con- 
gratulations to the officers of all three societies on their 
initiative in producing these periodicals for members. 


Accountants are 
invited to apply for the 
Corporation’s Agency. 


Heap Orrice: ROYAL EXCHANGE, Lonpon, Branches throughout the Country. 
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Terminology in Accounts 


N modern accountancy, words and figures are rightly re- 

garded as complementary and both must be used with subtlety 

and reasonable economy if concise and accurate financial 
statements are the objective. The importance of this interdependent 
relationship has not always been properly appreciated by account- 
ants, many of whom even now think that figures are all that 
matter. This view is being modified gradually, however, partly 
by the enlightening influence of the 1948 Companies Act and 
partly by the fruits of accounting research. 

The most ambitious example of the latter is Accounting Trends 
and Techniques, a comprehensive analysis, prepared annually, 
by The American Institute of Certified Public Accountants of 
the accounts of 600 leading United States companies. A smaller 
but equally able guide is the summary made by The Canadian 
Institute of Chartered Accountants of the. financial reports of 
300 prominent commercial and industrial companies in that 
country, the fourth edition of which appeared earlier this year. 
In both these publications, form as well as terminology is studied 
and tables are given of the ways, words and phrases most 
popularly favoured. 

To these valuable transatlantic digests may now be added a. 
new publication, issued as a supplement to the Members’ Hand- 
book, by the Council of The Institute of Chartered Accountants 
in England and Wales entitled Terms Used in Published Accounts 
of Limited Companies. It differs from the others in three respects. 
Firstly, it deals only with terminology. Secondly, it does not 
disclose the names of the companies examined although these are 
said to form a representative cross-section of the Stock Exchange 
Daily List. Thirdly, and most important, the Council makes 
positive suggestions as to the words and phrases it prefers. The 
American and Canadian Institutes are content to indicate without 
comment what are the most commonly accepted methods of 
presentations and the vocabularies employed. 

We are reproducing the Council’s notes in three parts, the first 
of which appears in this issue. This instalment is sufficient to 


‚ indicate the general pattern. After share capital and reserves, the 


various assets and liabilities are considered, then the profit and 
loss account and, finally, the constituents of the consolidated 
balance sheet and consolidated profit and loss account. А short 
review of the practices adopted for describing each item is 
followed by the Council's suggestions with, where appropriate, 
the reasons for making them. 

It must.always be remembered when drafting accounts for 
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general publication that they will be read mostly 
by shareholders and others who have no special- 
ized financial knowledge. · 

With this in mind, the Council stresses in its 
introduction that clarity of expression is essential 
and that accounts should be so laid out as to 
enable significant descriptions to be applied 
to figures and totals where thought desirable. 
Certainly the words and phrases it suggests are 
simple and concise and resort is made to legal 
and other specialized terms and references only 
where no alternative would be adequate. Emphasis 
is also placed on the importance of grouping 
only similar components and of giving désérip- 
tions to all significant sub-totals. 'The latter are 
often omitted and an air of anti-climax is some- 
times thereby created when a figure, so carefully 
contrived with the aid of insets, boxes, lines and 
dots is left without a label. 

An example of this is found on occasion in the 
top left-hand corner of the 'two-sided' balance 
sheet where popularly dwells the lordly group of 
balances known as share capital and reserves. 
These may or may not have a common heading 
(the section оЁ ће Council's notes on these leaves 
the point open) but if they have not then any 
total shown should be appropriately described. 

In this same section, the Council includes its 
observations om amounts set aside for future 
taxation. Both Recommendations 18 and 19 state 
that these amounts, whether described as reserves 
or not, should be shown separately and should 
preferably not be aggregated with reserve nor, 
at the other extreme, should they be grouped 
with liabilities if relating to income tax assessed 
for any income tax year commencing after the 
balance sheet date. The present notes remark 
that ‘amounts set aside for future tax are some- 
times grouped with reserves, as part of a total 
comprising share capital and reserves'. All these 
references avoid a definite opinion as to whether 
or not this really is the place for them and a lead 
on this point would be welcome. | 

Another general point which the Council 
makes is that when items in accounts have to be 
amplified by notes the cross-references should be 
explicit. Ап irritating feature of many glossy 
financial statements is that these necessary 
addenda are as difficult to find as the auditor's 
report which may appear as anything from a 
preface to a tailpiece, or even as a little news 
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paragraph at the foot of a page which the notes 
to the accounts or the chairman’s inspiration 
have failed to fill. Time was when it was a point 
of honour that the auditor's report appeared at 
the foot-of the balance sheet however precarious 
its foothold. In published accounts nowadays 


hat is the one place in which it is seldom if 
ever seen. Being thus detached, as it were, and 


with no fixed abode, might have dangerous 
consequences. We read occasionally of a train 
leaving its guard behind on «ће platform. It 
would be ironic if one day, the auditor having 
waved his green flag, a company were inadvert- 
ently to omit his report: from its circulated 
accounts. 

Difficulty is often experienced in finding the 


right words in (unpublished) detailed accounts „ 


for the various stages of profits which begin by 
cascading like a waterfall from the manufacturing 
accounts and end as a trickle into the pool of 
undistributed net earnings. The same problem is 


‘relevant, although in lesser degree, in published 
accounts and it is not surprising that the Council 


found that the terms used to describe ‘the prin- 
cipal item of income’ differ considerably in the 
profit and loss statements both of single com- 
panies and of groups. Profits may be variously 
interpreted and it is important that the definitions 
employed should leave no doubt as to what they 
are and where they go. In these times profits are 


inevitably linked with politics and many "> | 


and futile arguments might be avoided if the 
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parties concerned argued from agreed premises. Ф 
In framing its suggestions generally, the ~ 


Council has kept a watchful eye on the Eighth 
Schedüle of the 1948 Companies Act to which 
more than a score of references are made in the 
text. If new company legislation is introduced as 
a result of the present deliberations and future 
findings of the Jenkins Committee on Company 
Law Amendment, much of the material in the 
Members Handbook would have to be revised 
and that in itself would be a task of some magni- 
tude. Commendably, the Council does not seem 


to be deterred by this prospect from continuing > ` 


to produce new guides when it thinks they are 
necessary and likely to be helpful. This latest 
addition will be welcomed by  accountants 
and secretaries now in the middle of this the 
high season for preparing annual financial 
statements. : 
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Disputed Debts of Insolvent Companies 


by W. H. D. WINDER, M.A., LL.M. 


on the Companies Acts, ‘a company may 

be at the same time insolvent and wealthy’. 
The wealth of the company may not be realizable 
and if it does not have assets available to meet its 
current liabilities it is commercially insolvent. 
If it is insolvent, then the way is open to present a 
successful petition for compulsory liquidation. 
A creditor may do this. But may the company 
argue that, even though insolvent, the petition 
Should not succeed if the company disputes the 
f^ debt? 

‘A winding-up petition is not a legitimate 
means of seeking to enforce payment of a debt 
which is bona fide disputed by the company’, 
says Buckley. The truth of this statement is 
qualified by the consideration that if the debt is 
not disputed on some substantial ground, the 
Court may decide it on the petition and make the 
winding-up order. Тће Court is still more likely 
to make the order if it is merely the amount of 
the debt which is disputed by the company and 
not its existence. This distinction was acted on 
by the Court in the recent case of In re Tweeds 
Garages Lid ([1962] 2 W.L.R. 38). There was no 

&previous ruling on the question whether, for a 
zr d company to be able to stave off compulsory 
winding up, the existence of the debt must: Бе 
disputed, or whether it is sufficient that the 
amount of the debt should be disputed. 

А petition for the compulsory liquidation of a 
company was based on an alleged debt of 
£20,039 195 3d. The evidence showed, to the 
satisfaction of the Court, that the company was 
insolvent. The company admitted the existence 
of a debt to the petitioners but disputed the 
amount of the debt alleged in the petition. Mr 
Justice Plowman said that it would be wrong to 
put the petitioners to the trouble and expense of 
quantifying in other proceedings the precise 


A 5 it has been pointedly expressed in Buckley 


>, amount which was owing to them. Не made the 


“usual compulsory order. 


Proving Insolvency 


А company may be wound up by the Court if it is 
*unable to pay its debts' (section 222, Companies 
Act, 1948) and a number of instances in which ‘a 
company shall be deemed to be unable to pay its 


debts’ are set out in section 223. One instance is 
the familiar one of the creditor to whom the 
company is indebted in a sum exceeding £50 who 
serves on the company a written demand requir- 
ing payment, followed by neglect to pay or com- 
pound. The issue of execution in favour of a 
creditor which is unsatisfied is another instance. 


· And there is the residuary instance to the effect 


that a company shall be deemed to be unable to 

pay its debts if it is proved to the satisfaction of 

the Court that the company is unable to pay its. 
debts, the Court taking into consideration the 

contingent and prospective liabilities of the 

company. 

Applying the statutory test of insolvency to the 
company in question, the Court in In re Tweeds 
Garages Lid had no doubt that it was insolvent 
within the meaning of the Act. A finance company 
presented a petition against the insolvent com- 
pany, which carried on business as garage 
proprietors and car dealers. The petitioners’ debt 
arose out of hire-purchase and credit transactions 
on the sale by the company of cars. The trans- 
actions were financed by the petitioning company 
and guaranteed by the car company. The alleged 
indebtedness was in two parts. First, £19,619 
was said to be the subject of a settled account and 
to be the amount which was agreed to be due 
from the car company to the petitioners on 
April 19th, 1961. Secondly, £420 195 3d was 
said to be the amount which had become due 
from the company to the petitioners between 
April 19th, 1961, and the presentation of the 
petition. 

The petition was supported by an ex-employee 
of the car company, who claimed to be a creditor 
for £95 in respect of wages due to him at a time 
when he was employed by the company some time 
before the end of 1960. He was said to have been’ 
paid this debt a few days before the hearing of 
the petition by the Court. The petition was also 
supported by a person who had very recently 
before the hearing obtained judgment against 


the company for £114. It was said that the 


company proposed to appeal against this judg- 
ment in due course. In dealing with the company’s 
contention that it was not insolvent, Mr Justice 
Plowman quoted the following passage from 
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Buckley (thirteenth edition, 1957, page 460) 
regarding the particular indications of insolvency 
in section 223 of the Act: | 
"The particular indications of insolvency . . . are 
all instances of commercial insolvency, that is of 
the company being unable to meet current demands 
upon it. In such a case it is useless to say that 
if its assets are realized there will be ample to 
pay 205 in the £: this is not the test. A company 
may be at the same time insolvent and wealthy. 
It may have wealth locked up in investments not 
presently realizable; but although. this be so, yet 
if it have not assets available to meet its current 
liabilities it is commercially insolvent and may b 
. wound up.’ : 
As examples of the “abundant evidence that 
the company is insolvent’ the following examples 
were given in the judgment. At the date of the 
„presentation of the petition there were at any rate 
three employees or ex-employees of the company 
in addition to the ex-employee who supported 
the petition. To each of them a sum in the 
neighbourhood of £100 was owed for arrears of 
wages, although it was true to say that they had in 
fact since been paid. Further, the Post Office had 
obtained judgment against the company for 
telephone bills on three accounts amounting to 
£118 in all and the company’s telephone was cut 
off. Sixty pounds of that judgment had been 
paid by the time of the hearing of the petition 
but the remainder was still owing. An electricity 
board had obtained judgment for £45 and the 
· company had had its electricity cut off. The 
amount of that judgment had been paid three 
weeks before the hearing of the petition. Two 
other plaintiffs had also obtained judgment 
against the company. These examples were apart 
altogether from the petitioners’ alleged debt. 
The company’s contention that it was not 
insolvent failed, but there was more to be said for 
its other argument for resisting winding up, even 
though this also failed. 


When Amount of Debt is Queried 


The argument that the debt was disputed so far 
as the amount was concerned rested on the fact 
that the account between the petitioners and the 
company was a running account. The nature of 
the transaction was such that the actual financial 
position between the parties varied from day to 
day. Ultimately, at some future date, it was 
conceivable that there would be a credit balance 
in favour of the company. That depended on a 
number of things, in particular, of course, on 
whether sufficient money was recovered from the 
persons who had bought cars on hire-purchase. 
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But all this, according to the judge, was "irrelevant 
to the question of the indebtedness of the com- 
pany at any particular point of time'. And there 


was no agreement between the parties which -me 


precluded the petitioners from launching a 
winding-up petition based on the debt owing to 
them at the dateof the presentation of the petition. 

'The company argued that by reason of a 
number of claims which the company had against 
the petitioners there was a number of deductions 
which fell to be made from the sum claimed by 
the petitioners to be due to them; that these were 
bona fide claims of the company; and that the 
amount of the petitioners’ debt was, therefore, 
bona fide disputed. It was not suggested that at 
any material time the amount of the company's 
claims was in excess of the petitioners' claim so as 
to leave a credit balance in favour of the company. 


~ 


Although there was no dispute that the petitionersz- 


were at all material times creditors, there was a 
dispute as to the amount of their debt and it was 
argued that such dispute was within the rule that 
the Court would not make a winding-up order 
on a disputed debt. That rule is expounded by 
Buckley (page 451) as follows: 

‘A winding-up petition is not a legitimate means 
of seeking to enforce payment of a debt which is 
bona fide disputed by the company. . . . Great 
damage might obviously be done to a solvent 
company by a winding-up petition presented by an 
unreasonable creditor, whose debt the company 
are able and willing to pay if established, but to 
whom they bona fide believe they are not indebted.’ 


This rule is well supported by the judicial prey 


cedents but they were not directly concerned with ` 


disputed amounts of admitted debts. 


Debt Admitted: Amount Disputed 


In the old case of In re Brighton Club and Norfolk 
Hotel Co Lid: ((1865) 35 Beav. 204) the side-note 
to the report reads that the provisions of the 
Companies Act, 1862, ‘for winding up a com- 
pany, in default of its paying a debt three weeks 
after notice, do not apply, where there is a bona 
fide dispute as to the amount due, though there 
may be an admitted debt exceeding £50’. This 


"was a case where the debt was a statutory demand, 


not an ordinary debt as іп In re Tweeds Garages < 


Ltd. Moreover, in this old case it was quite 
clearly established in the evidence that, apart 
from the alleged statutory demand, the company 
was not insolvent. Аз the judge trying that case 
said: f 
*Far from being insolvent, this company is 
carrying on a thriving business, which I am asked 
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to stop, merely because there is a quarrel between explains the principle of the precedent which he 


the company and their contractor as to what is 
due to him.’ í 


A»«. Similarly, In re London & Paris Banking 
` Corporation ((1874) L.R. 19 Eq. 444) was also а 
case which was concerned with a statutory 
demand; and the point there was really whether 
the company had neglected, within the wording 
of the statute, to pay a debt which it disputed. 
After referring to the Brighton Club case, the 

Master of the Rolls at that time said: 

‘I should be bound by authority (even if I 
entertained a different opinion, which I do not) 
to hold that if the debt is bona fide contested, and 
there is no evidence other than non-compliance 
with the statutory notice to show that the company 
is insolvent, and the company denies its insolvency 

Em. (as this company does) I ought to dismiss the 
petition,’ 

м: Justice Plowman in In re Tweeds Garages 
Ltd was not moved by these precedents, or by 
any other precedents, to dismiss the petition for 
winding up in the case before him. He thought 
that dismissal was not justified merely because 
the amount of a commercial debt was in issue 
still. -The following passage from his judgment 


P 


has set for future guidance: 


‘Moreover, it seems to me that it would, in many 
cases, be quite unjust to refuse a winding-up order 
to a petitioner who is admittedly owed. moneys 
which have not been paid merely because there is a 
dispute as to the precise amount owing. If I may 
refer to an example which I suggested in the 
course of argument, suppose that a creditor obtains 
judgment against a company for {10,000 and 
after the date of the judgment something is paid off. 
There is a genuine bona fide dispute whether the 
sum paid off is Хто or £20. The creditor then 
presents a petition to have the company wound up. 
Is the company to be entitled to say: “It is not 
disputed that you are a creditor but the amount 
of your debt is disputed and you are not, therefore, 
entitled to an order"? I think not.' 


The final conclusion reached in the judgment 


was expressed in a manner which leaves no doubt 
as to the present law: 


‘In my judgment, where there is no doubt (and 
there is none here) that the petitioner is a creditor 
for a sum which would otherwise entitle him to a 
winding-up order, a dispute as to the precise sum 
which is owed to him is not of itself a sufficient 
answer to his petition.’ 


Tax Liability on Mortgage Interest 


` by EDMOND GABBAY 


which can be said to be free from dif- 
ficulties. Rules applicable to Case III and 
Schedule D rules provide that tax shall extend to 
any interest of money whether yearly or otherwise. 
A yearly interest derived from types of income 
such as money deposit, mortgage or loan is 
generally taxable against the recipient of the 
payment at the standard rates (section 169 of the 
Income Тах Act, 1952). If tax is not deducted on 
payment of interest, the payer would be precluded 
by section 169 (1) (b) from deducting such 
payment out of his own taxable income. Section 
170 which deals with payment of any interest 
requires the payer to deduct tax on the pay- 
ment or be assessed for it. Where the payer fails 
to deduct tax under this section, recent authority 
has shown that the tax-free recipient would not 
escape liability (Grosvenor Place Estate Ltd v. 
Roberts (39 A.T.C. 77; 39 T.C. 433)), affirmed by 
the Court of Appeal (39 A. T.C. 442; 39 Т.С. 441). 
'This was a case where the National Coal Board 
as lessees of the appellant company omitted to 


T subject of taxable interest is not one 


. deduct tax on the quarterly instalments of its 


annual rents. Assessments were accordingly made 
by the Additional Commissioners under Case VI 


: of Schedule D on the company. The company 


appealed on the grounds that these assessments 
were not properly made and that the Com- 
missioners were without power to- make such 
assessments. Danckwerts, J., held, however, that 
the assessments were good and valid, and the 
majority of the Court of Appeal affirmed the 
decision. Harman, L.J., held a dissentient view, 
regarding the 'annual payments' as “profit or 
gains', and accordingly, no assessment could be 
made against the recipient. 

Interest may accrue annually, half-yearly or at 
regular periods of not less than a year (C.I.R. v. 
Hay (3 А.Т.С. 661; 8 Т.С. 636)), or by way of an 
annual payment like rent. A ‘yearly interest’ was 
described as an interest derived from an invest- 
ment payable at a future date and accountable by 
periods not less than a year, although the obliga- 


.tion to pay may end before the year is out (Jn re 


Craven’s Mortgage, Davies v. Craven ([1907] 
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2 Ch. 448)). It emerges from this authority that 
arrears of mortgage interest paid in one lump sum 
together with the capital on which it had accumu- 
lated are taxable. 

How the purchase price of a property is 
realized often turns on the true construction of 
a contract between the vendor and purchaser or 


| mortgagee. Lord Greene, M.R., in the Court of 


Appeal іп C.I R. v. Wesleyan & General Assur- 
ance Society (25 A.T.C. 311; 3o Т.С. 15), 
affirmed by the House of Lords (27 A.T.C. 
75; 30 Т.С. 24), clearly and succinctly explained 
that although one method of realizing the pur- 
chase price of a property does not attract tax, 
yet another would. This he illustrated as follows: 
‘If a piece of property is sold for £1,000 and the 
purchase price is to be paid in ten instalments of 
£100 each, no tax is payable. If, on the other hand, 
the property is sold in consideration of an annuity of 
£100 a year for ten years, tax is payable.’ 


Distinguishing Capital and Interest 
or Income 


In Vestey v. C.I.R. (40 A.T.C. 325), the High 
Court considered the question whether a pur- 
chase price could be split into a czpital and an 
interest element. Here the appellant sold two 
blocks of shares to trustees of a settlement for a 


total of £54 million, and by agreement provided . 


that the purchase price was to be paid without 
interest by way of 125 instalments of £44,000 
each. A proviso in the agreement stated that in the 
event of default in paying any of the instalments 
for ninety days, the whole of the unpaid instal- 
ments would become payable and carry interest. 
It was held that each sum should be dissected 
into principal and interest. 

Interest which was capitalized and on the sale 
of the mortgaged property was received as part of 
the purchase price must carry tax (С.Г.Ю. v. 
Lawrence, Graham & Co (17 A.T.C. 1053; 21 T.C. 
169)). In this case, the reversionary interests 
devised under a will were mortgaged for a £10,000 
loan at 54 per cent per annum (reducible on 
punctual payment to 44 per cent per annum) 
payable half-yearly after deduction of tax. Since 
the paid interest had already suffered tax it was 
held that the respondents were not liable to 
further tax. 

Again, where no payment of interest had been 
handed over to B., a mortgagee of his reversionary 


interest, in exercise of an option to capitalize 


interest as granted to B.’s trustees under a deed 
of settlement, it was held that payment over and 
above the original capital loan was a payment of 
interest and taxable, since such interest never lost 
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its character (С.Г.В. о. Oswald (24 А.Т.С. 120; 


26 T.C. 448)). 
Income may be separated from capital accretion 


-for purposes of taxation, according to Wilson v. 


Mannooch ([1937] 16 A. T.C. 121; 21 T.C. 178). 
Here a partner in a firm of solicitors agreed with 


a builder to grant him a personal loan or arrange ` 
for a loan for the purchase of property in return ` 


for a lump sum (one-third of the profit up to 
£500) on resale of the property. In one instance 
of a resale the solicitor became entitled to a {500 
profit and in another to £300. These sums were 
held to be annual profit and therefore liable to tax. 


Taxing Vendors’ Deposits with Mortgagees 


An arrangement to promote:the sale of houses 
between a builder and a building society whereby 
interest on deposits was allowed, was considered 


in Harrison v. John Cronk & Sons Ltd (15 A.T.C. | 


518; 20 Т.С. 638). The respondents carried on 


business as speculative builders. They purchased · 


areas of suitable land, made the road and sewers 
and built small dwelling-houses which they sold 


for 4500 to £600 to persons of small means. The ` | 


purchasers were able їо рау а small sum down, 
between £20 and £30, and the balance of the price 
was obtained by each purchaser from a building 
society and secured by a mortgage on the home. 
The respondents, however, guaranteed to the 
building society the difference between the full 
sum advanced and the sum amounting to three- 
quarters of the value of the house which would 
have been advanced in the ordinary course. 

The building society required the respondents 
to deposit an amount which was usually one-third 
of the sum guaranteed, upon which the building 
society allowed interest to the respondents at the 
current rate payable by the society on ordinary 
deposits, subject to the society's right to apply 
the amount of deposit towards the reduction 
of the loan. As soon as the liability under the 


guarantee ceased, the deposit was returned to the - 


respondents. 

The Crown contended that these amounts 
should be based on the face. value of each sale. 
The Court of Appeal held against the Crown, 
which appealed to the House of Lords. There 
was no cross-appeal by thé respondents, and 
therefore the House of Lords was bound to 
confirm the decision of the Court of Appeal, 
upholding that the respondents were to be 
assessed to tax on the sums deposited with the 
building society as a receipt of trading profit on 
proper actuarial valuation at the completion of 
each sale, and not on their face value. 


-A 
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Terms used in Published Accounts 
of Limited Companies-I: 


ISSUED BY THE INSTITUTE OF CHARTERED ACCOUNTANTS 
i IN ENGLAND AND WALES 


Tt is important for shareholders and others interested in 
published accounts that the items appearing in them 
should be described in terms which are clear and significant. 
The Council of The Institute of Chartered Accountants in 
England and Wales therefore issues these notes in the hope 
that they will be helpful to members of the Institute in 
advising on the use of appropriate terms. : 

The Council wishes to emphasize that the terms 
used in accounts should be those which are most 
appropriate in any particular circumstances. The 
issue of these notes is not intended to imply that the 
terms suggested herein should be used slavishly and 
without regard to the circumstances of the company 
concerned, Members who are advising as to the terms 
to be used should suggest the use of terms other than 
those.set out in these notes where those other terms 
would be more appropriate in the circumstances, 
particularly where they would facilitate the presenta- 
tion of the true and fair view which the balance sheet 
and the profit and loss account are required to show. 


The notes are concerned only with terminology and not 
with the form in which the accounts are presented, the 


manner in which assets and liabilities are classified or 
the grouping and location of items in the accounts. On 
these matters reference should be made to the Council’s 
series of Recommendations on Accounting Principles, 
particularly numbers 18 10 22. 

These notes have been prepared as a. result of an 
examination of the published accounts of a large number 
of companies. The main selection for this purpose was of 
companies shown in the Stock Exchange Daily List, the 
selection being made approximately proportionate to the 
number of companies shown in each classification of that 
List. In addition the accounts of a number of small and 
medium-sized companies which were considered to contain 
points of special interest were included. The examination 
has included the accounts of breweries, commercial and 
industrial companies, land and property companies, 
investment trusts, tron and steel companies, mining, oil, 


rubber, tea, shipping and transport companies. 


In each section of these notes the suggestions made are 
preceded by a commentary on the terms found in published 
accounts. These commentaries are throughout related to 
the accounts examined for the purpose of preparing these 
notes. 





INTRODUCTION 


1. 'There are two principal aims to be kept in mind 
when deciding on the terms for use in published 
accounts: 

(a) Clarity. This involves attention to the following 

points: 

(ü) Simplicity. Concise expressions and simple 
words should be used, subject to the adoption 
where necessary of terms used in the Com- 
panies Act, 1948, or in tax legislation, or 
terms having an accepted accounting signi- 
ficance. Technical terms peculiar to the 
business or industry should in general be 
avoided unless they are essential to a correct 
description. 

(ii) Presentation of detail. Where it is necessary 
or desirable to amplify items by means of 
notes or in statements annexed to the 

` accounts, the items and the relevant details 
should be identifiable by appropriate refer- 
ence numbers or letters and the wording 
used in the notes or statements should 
correspond with the descriptions used in the 
items to which they relate. 

(b) Significance. The accounts should be so 
presented as to enable significant descriptions to 
be applied to the figures. This involves attention 
to the following points: 

(i) Composite items. "Тһе inclusion of dissimilar 
components in one narrative is to be depre- 
cated; it is preferable to state them as 
separate items. 


(ii) Immaterial items. Where a single amount 
comprises several components no useful object 
is attained by referring in the narrative to any 
component which is not material in amount. 

. (ii) Sub-totals. Appropriate descriptions are 
desirable for all significant sub-totals; and 
it is desirable to avoid’ sub-totals having no 
significance. 


2. The word ‘year’ has been used in these notes to 
indicate the accounting period of the company. This 
procedure is similar to that adopted in the Companies 
Act, 1948, where, for convenience of terminology with- 
in the Act, ‘financial year’ is defined in section 455 as 
meaning the period in respect of which any profit and 
loss account is made up, whether that period is a year 
or not. In practice, where a company prepares its profit 
and loss account for a period other than twelve months 
(for example where there has been a change in account- 
ing date, or where it is the practice to make up the 
accounts for fifty-two or fifty-three weeks) the company 
will make the situation clear by appropriate wording in 
the heading and in the terms used in the account itself. 
Similarly, the corresponding figures for the previous 
accounting period will indicate clearly the period to 
which they relate. 


SHARE CAPITAL AND RESERVES 


3. A heading is sometimes used to describe the 
items summarized in that section of the balance sheet 
which shows the members’ interests in the company. 
Varied expressions are used to describe these interests, 
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such as ‘Capital and reserves’, ‘Capital, reserves and 
surplus’, Sometimes the word ‘Share’ or the words 
‘Total share’ precede the word ‘Capital’. Other 
examples found are expressions such as ‘Members’ 
interests’, ‘Capital employed’, “Total capital, reserves 
and retained earnings’, ‘Funds employed’, ‘Total 
funds’ and ‘Shareholders’ capital’. 


Suggestion 
4. Where a heading is used above the items com- 
prising the members’ interests іп the company, the 
heading should be factual, such as SHARE CAPITAL AND 


RESERVES. Expressions such as ‘net worth’ which are. 


liable to be misunderstood should be avoided. 


Share Capital 

5. The heading ‘share capital’ or the single word 
“capita” is generally used. The single word ‘capital’ 
may be misleading, as it has various meanings and 
frequently comprises not only issued share capital 
but also reserves retained in the business. 


6. Section 455 of the Companies Act, 1948, states 
that share means a share in the share capital of a 
company and includes stock except where a distinction 
between stock and shares is expressed or implied. 


7. Headings are usually provided to distinguish 
between the authorized share capital and the issued 
share capital. The word ‘authorized’ is almost’ in- 
variably found, but the issued capital is described in a 
variety of ways. The single word ‘issued’ is found 
frequently. Other expressions are ‘issued and con- 
verted into stock’, ‘issued and fully paid’ and ‘issued, 

` fully paid and converted into stock’. 


8. 'The items summarized under the appropriate 
headings vary considerably according to the simplicity 
or otherwise of the capital structure. 


Suggestions 


9. ET The heading SHARE CAPITAL ¿s preferable to the 
single word ‘capital’. The heading SHARE 
CAPITAL 15 appropriate whether or not shares 
have been converted into stock. 

(b) When the authorized and fully paid share capitals 
are identical, the description and amount need be 
stated once only and may be described as 
AUTHORIZED, ISSUED AND FULLY PAID. Where 
the authorized and issued share capitals differ the 
first description should be AuTHORIZzED and the 
second, where appropriate, ISSUED AND FULLY 
PAID. If, however, some part of the issued share 
capital is not fully paid, other suitable descrip- 
tions should be used. 

(с) The description of each class of share capital 
should, so far as is practicable, follow the wording 
ој the company's memorandum and articles of 
association. 

(d) Shares of a class which differs from another class 
solely or mainly by reason of the absence or 
restriction of voting rights should be described to 
show this limitation. 

(e) Any issued share capital converted into stock 
should be described as зтоск. 


Share premium account | ` 


10. The description ‘Share premium account’ is 
usual, but there are variations such as ‘Share premiums’, 
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‘Premium on shares’ and "Premium on shares less 
expenses of issue'. 


II, Section 56 of the Companies Act, 1948, requires 


that a sum equal to the aggregate amount of the’ ne 


premíums on shares shall be transferred to an account 


to be called the ‘share premium account’. 


Suggestion’ 


12. The statutory expression: SHARE PREMIUM 
ACCOUNT is normally appropriate. 


Reserves 


13. Тће requirement of paragraph 6 of the Eighth 
Schedule to the Companies. Act, 1948, that the aggre- 
gate amounts of capital reserves and revenue reserves 
Shall be stated under separate headings, is usually met 
by the use of the headings 'Capital reserves! and 
‘Revenue reserves’, frequently followed by 'iterns 
indicating the nature of these reserves. Occasionally a 
heading 'Reserves' is found followed by sub-headings 
‘Capital’ and ‘Revenue’. 


14. The heading ‘Revenue reserves’ is sometimes 
amplified or varied, for example, ‘Revenué reserves 
and surplus’, ‘Revenue reserves and unappropriated 
profits’, ‘Revenue reserves and undistributed profits’, 
‘Earnings retained in the business’, ‘Retained earnings’. 


15. Varied descriptions are used for reserves which 
appear to be of the same nature. Where there are 
reserves of a special nature the descriptions usually 
indicate either their source or the specific purpose for 
which they have been set aside, although examples are 
found where the descriptions employed: are un- 
informative, for example, ‘Contingencies reserve’. 


16. Various descriptions such as ‘Fixed assets 
replacement reserve’, ‘Fixed ‘ assets replacement’, 
‘Reserve for replacement of fixed assets’ and ‘Freehold 
buildings replacement reserve’ are used to describe 
amounts so set aside. 


17. Reserves which represent realized surpluses from 
the sale of capital assets are ‘usually described by 
expressions indicating their source, such as 'Surplus 
on realization of investments’. Examples of a less 
specific nature are `“Realized capital profits’: and 
‘Capital accretions reserve’. ` 


18. Another reserve which is described by its source 
and not the purpose for which it has been set-aside is 


. that which arises on a revaluation of fixed assets. 


Descriptions used include ‘Arising from revaluation of 
fixed assets’, ‘Revaluation reserve’, ‘Fixed assets 
revaluation reserve’ and ee on revaluation of 
freehold premises’. 


19. Under the heading of revenue reserves there i isa 
wide variety of items although. ‘General reserve’ and 
"Profit and loss account' are almost invariably found. 
Examples of other descriptions are ‘Stock depreciation’, А 
*Reserve for variation in raw material prices’, and ‘Stock . 
financing reserve'. 


Suggestions . 


20. (а) The descriptions CAPITAL  RESERVE(S) and 
REVENUE RESERVE(S) are normally appropriate as 
headings to groups of reserves or as descriptions 
of single-items. 

(5) The expression CAPITAL. ‘RESERVE is appropriate 
for a reserve which for statutory reasons or 


a. 
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~, 
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because of the provisions of the memorandum or 
articles of association of a company or for other 
legal reasons is not free for distribution through 
the profit and loss account. 

o 


w (с) The exbression CAPITAL RESERVE may also be 
applied to any other reserve which although 
legally distributable is regarded by the directors 
as not available for distribution through the 
f and loss account at the date of the balance 
sheet. 


(d) Subject to any provision in the articles of 
association prescribing another name, it will 


normally be appropriate to describe a reserve as ` 


GENERAL to distinguish it from another reserve 
specifically described, or in the case of a revenue 
reserve to distinguish it from the profit and loss 
account balance. 


(e) The description RESERVE FUND is not appropriate 
unless the reserve is represented by specifically 
E earmarked investments (or other assets) realizable 
as and when required at not less than the amount 
of the ‘reserve fund’. Exceptions arise from the 
statutory requirement to describe a ‘capital 
redemption reserve fund’ as such and from any 
provision of the memorandum or articles of 
association, or other instrument constituting or 
regulating a company, requiring a reserve to be 
described as a ‘fund’. 


Profit and loss account 


21. The expressions used in the balance sheet for 
the unappropriated balance of profit are varied, the 
most common being ‘Profit and loss account’, This 
wording is often expanded by the addition of such 
words as ‘Balance unappropriated’, ‘Balance per 
annexed account’, ‘Balance carried forward’, and other 
expressions in which the word ‘Balance’ is incorporated. 
Other descriptions used are ‘Unappropriated profits’, 

PN "Undistributed profits’, ‘Undivided profit? and 
‘Surplus’. 

22. Some companies, primarily those of the invest- 
ment trust or property owning type, use the expression 
"Revenue account’ or ‘Revenue appropriation account’. 


Suggestions 


23. (a) The expression PROFIT AND LOSS ACCOUNT (or 
REVENUE ACCOUNT if that designation is used) or 
the expression UNAPPROPRIATED PROFITS 25 
о appropriate for this item in the balance 
sheet. 


(b) Where there is а debit balance, the expression 
PROFIT AND LOSS ACCOUNT (or REVENUE 
ACCOUNT) — ADVERSE BALANCE ¿$ normally ap- 
propriate. 
= (c) The term ‘surplus? is liable to be misunderstood as 
= implying that a valuation of the assets has been 
made and that the amount shown as 'surplus 
represents the valuation excess, over the book 
amounts, which is not reflected in the pare 
capital and reserves shown. 


Amounts set aside for future taxation 
24. Amounts set aside for future tax are usually 
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shown as separate items, not aggregated with reserves, 
and.the word reserve is not generally used. The more 
usual expressions employed to describe these items are 
*Future taxation" , ‘Future United Kingdom taxation’, 
‘Future income tax’, ‘Amounts set aside for future 
taxation’. The description ‘Reserve for future tax’ is 
sometimes found. 


25. In order to comply with paragraph 11 (10) of the 
Eighth Schedule to the Companies Act, 1948, addi- 
tional words are normally included to indicate the 
basis on which the amount has been computed. This 
is usually done by stating the year of assessment and/or 
the date on which the amount will be payable. Where 
amounts have also been set aside because tax has been 
deferred by capital allowances, this is shown by des- 
cribing the relevant part of the amount set aside for 
future tax as "l'axation deferred by capital allowances', 
‘Deferred liability due to initial allowances’, and 
“Taxation equalization account’. 


26. Amounts set aside for future tax are sometimes 
grouped with reserves, as part of a total comprising 
share capital and reserves. The amount is usually 
extended separately but sometimes it forms part of a 
sub-total of revenue reserves. The most common 
expressions used are ‘Reserve for future taxation’, 
‘Future taxation’, and ‘Future income tax’. The year 
of assessment, or the basis on which the amount set 
aside has been computed, is generally also given. 


Suggestions 


27, (a) The description FUTURE INCOME TAX is normally 
appropriate to describe an amount set aside for 
this pupae. An alternative is INCOME TAX 
19... 

(b) To Mm with paragraph zz (то) of the Eighth 
Schedule to the Companies Act, 1948, if the 
basis on which the amount, if any, set aside for 
United Kingdom income tax is not given else- 
where in the accounts, the wording should be 
supplemented by descriptions such as: 


or 
BASED ON THE PROFIT OF THE YEAR TO DATE 


(c) If the full amount of income tax which is expected _ 
to be payable by reference to all profits to date is 
not set aside in the balance sheet, any amount set 
aside in respect of income tax which is not a 
liability at the date thereof may be suitably 
described as AMOUNT SET ASIDE TOWARDS 
FUTURE INCOME TAX. 


(d) Where the total amount set aside for future tax 
includes tax deferred by capital allowances, a 
suitable heading for the group is FUTURE TAXA- 
TION accompanied by sub-divisions such as: 


FUTURE INCOME TAX 


TAX DEFERRED ВУ CAPITAL ALLOWANCES (07, 
if appropriate, TAX EQUALIZATION ACCOUNT; 
an item so described may need to be amplified 
by note). 

(e) Where tax deferred by capital allowances takes 
into account only tax deferred by initial allow- 
ances the word INITIAL should replace CAPITAL 
in (d) above. | ; 
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. LIABILITIES 


Liabilities other than current liabilities 


28. Where a group heading is given to liabilities other 
. than current liabilities, the heading Чоап capital' or 
‘loans’ is usually found. Other variations are ‘unsecured 
loan stocks’ and ‘debenture stocks’. 


29. Normally the terms used to describe such liabili- 
ties follow the description of the loan used at the time 
of its issue. Where debentures are secured they are 
described as ‘secured’ or as ‘mortgage’. Where loans 
are not secured they are usually referred to as ‘un- 
secured’. The date of redemption of loans and deben- 
tures is normally indicated by stating the years in 
which there will be power to redeem the particular 
loan. The rate of interest payable on a debenture or 
loan stock is usually indicated. 


30. Information concerning redemptions and pur- 
chases of debentures and loan stock is given by 
describing the amounts redeemed or purchased as ‘less 
redeemed and purchased’, ‘less purchased’ or ‘less 
redeemed and cancelled to date’. 


Suggestions 


31. (а) Where a heading is given to a group of liabilities — 


other than current liabilities, one of the following 
vill normally be suitable: 


LOAN CAPITAL 
DEBENTURE AND LOAN STOCKS . 
DEBENTURE STOCKS AND MORTGAGES 


(b) The description of each class of debentures or 
other loans should, as far as is practicable, follow 
the wording used in the documents relating to the 
terms of issue of the debenture or loan. The dates 
and material terms of redemption or conversion 
should be indicated. 


(c) Loans and debentures redeemed and available for 
reissue may be described as: 


REDEEMED AND AVAILABLE FOR REISSUE 


Jf the amounts redeemed are not available for 
reissue and it is desired to record the fact that 


they have been redeemed an appropriate expres- 


sion would be: 
REDEEMED AND CANCELLED 


Interest accrued on debentures and other loans 


32. Accrued interest on debentures and other loans 
is not generally shown separately. Where it is shown, 
its description depends upon its position in the accounts. 
Where interest is shown as an addition to the amount 
of the debenture or loan it is described as ‘interest 
accrued’ and ‘interest accrued thereon’. 


33. Where interest accrued is grouped with ‘current 


liabilities’ it is described as ‘debenture interest’, 
‘debenture stock interest less income tax’, ‘accrued 
debenture interest (net)’, ‘accrued interest on loan 
capital’ and ‘interest accrued on debenture stock (less 
income tax)’. 


Suggestion 


34. The description of interest accrued on debentures 
and other loans should indicate whether it is stated 
gross (which may be necessary if it is not covered by 
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profits) or net. A description such as ACCRUED INTEREST 
ON DEBENTURE STOCK (OR LOAN) LESS INCOME TAX 
would normally be appropriate. 


Provisions 


35. Normally provisions are grouped with current 
liabilities and proposed dividends, but the term 
‘provisions’ is sometimes found as a heading to a 
separate group. The provisions shown include those 
which relate to renewals, replacement and maintenance 
of assets and to amounts set aside for pensions and 
other benefits for staff. А variety of expressions is used 
to describe the different provisions. The terms used 


are generally related to the business operated by the- 
‘company, but sometimes there is a reference to pro- 


vision for contingencies. 


Suggestion 
36. The term PROVISION with an indication of the 
purpose for which the amount has been set aside will 
normally be adequate to describe.an amount retained by 
vay of providing for any known liability of which the 
Ki cus cannot be determined with substantial accuracy, 
such as: 


PROVISION FOR STAFF PENSIONS 
PROVISION FOR DEFERRED REPAIRS 


Current liabilities 

37. The heading ‘current liabilities’ is generally 
used to describe the group of items which includes 
creditors, accrued expenses, provisions and proposed 
dividends. The group is sometimes described as 
“current liabilities and provisions’. The word ‘dividend’ 
sometimes appears in the description of the group. The 
simple heading ‘liabilities’ is also sometimes found. 


Suggestion 


38. The terms CURRENT LIABILITIES or TOM there . 


are provisions of material amount) CURRENT LIABILI- 
TIES AND PROVISIONS are suitable headings for a group 
of items shown separately thereunder, including creditors, 
proposed dividends, current taxation and (where 
appropriate) provisions. 


Bank advances 


39. The expression commonly: used to describe 
bank overdrafts is ‘bank overdraft(s)’. Other expressions 
sometimes found are ‘bank loans and overdrafts’, 
‘bank advances’, ‘amount due to bankers’, ‘net 
amount due to bankers on current accounts’ and 
‘owing to banks’. - 


Suggestion 


40. The. terms BANK ADVANCES, BANK OVERDRAFT or 
where appropriate, BANK LOANS AND OVERDRAFTS are 
normally suitable to describe indebtedness to bankers. 


Secured liabilities 

41. Paragraph 9 of the Eighth Schedule to the Com- 
panies Act, 1948, prescribes that where a liability is 
secured otherwise than by operation of law on any 
assets of the company, the accounts shall indicate that 
fact. The single word ‘secured’ is used for this purpose 
in some accounts but in others there is amplification 
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by the use of words such as ‘secured by floating charge’ 
and ‘secured on freehold property per contra’. 


: _ Suggestion 
42. Where a liability is secured it will be sufficient 
to include the word SECURED in the description, unless 
there are reasons which make it necessary or desirable 
to amplify. 


Creditors 


43. A variety of terms is used to describe the amount 
due to trade and expense creditors. The term most 
commonly used is ‘creditors’ but others are ‘creditors 
and accrued charges’, ‘sundry creditors’ and ‘creditors 
and accrued expenses’ with many other variations. 


Suggestions 


44. (a) The single word CREDITORS is adequate to cover 
all amounts payable and may be used without 
additional wording if this is sufficiently explana- 
tory and there is only one category of creditor. 
An alternative which may be suitable in some 
circumstances is AMOUNTS PAYABLE. 


(5) If there is more than one category of creditors the. 


ord CREDITORS may be amplified and for a 
trading company the expression TRADE CREDITORS 
may be appropriate for items to which that term 
can fairly be applied, that is to say excluding bank 
accounts, taxes, liabilities on financing trans- 
actions and other items such as: 

ACCRUED CHARGES (or EXPENSES) 

BILLS PAYABLE 

ACCEPTANCE CREDITS 

LOANS 


Taxation 


45. Current taxation normally appears as a separate 
item within the group ‘current liabilities’ but the 
descriptions used are very varied. The description 
‘current taxation’ is often used but almost as frequently 
the term ‘taxation’ appears alone. Information is 
sometimes given to indicate the basis on which the 
amount set aside has been computed or the date on 
which it is due to be paid, or that the amount so set 
aside includes amounts for both income tax and profits 
tax. Occasionally the amounts set aside for tax are 
described as ‘provisions for taxation’ and sometimes 
reference is specifically made to ‘United Kingdom 
taxation’. 


_ Suggestions 


46. (a) The liability for current tax may be described as 
CURRENT TAXATION 07 TAXATION, with such 
amplification as may be necessary to indicate the 
basis on which the amount has been computed. 

(b) If a material part of the amount shown is 
uncertain or in dispute the words PROVISION FOR 
should precede the description. 


Dividends 


47. There is an extensive variety of terms used to 
describe dividends. The word ‘proposed’ is usually 
included where applicable. Preference and ordinary 
dividends are normally shown separately in detail. 
The words ‘less income tax’ are usually used to indi- 
cate net amounts. 
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: Suggestions 
48. (а) One or more of the following terms is normally 
appropriate to describe dividends paid or 
payable: i 
PROPOSED DIVIDEND(S) 
PROPOSED FINAL DIVIDEND(S) 
PREFERENCE DIVIDEND(S) 
PREFERENCE DIVIDEND(S) ACCRUED 
INTERIM DIVIDEND(S) PAID (or PAYABLE) ON... 


The words (less INCOME TAX) or (МЕТ) are 
appropriate to indicate the deduction of income tax. 

(b) DIVIDENDs is a suitable heading for a group of 
two or more items. 


Contingent liabilities and future commitments 


49. Paragraph 11 (5) of the Eighth Schedule to the 
Companies Act, 1948, requires the disclosure of ‘the 
general nature of any other contingent liabilities not 
provided for and, where practicable, the aggregate 
amount or estimated amount of those liabilities, if it is 
material’, The accounts of some companies do not 
state the amount and/or the general nature of the 
contingent liabilities which are stated to exist. These 
accounts ‘appear not to comply with the Act except 
where an amount is not stated because it is not practic- 
able to make an estimate or because it is not material. 


so. References to contingent liabilities or future 
commitments do not always make clear whether the 
amount stated is before or after taking into account 
potential tax relief for example: 


‘The company has obligations under guarantees 
in respect of their employees’ pension schemes (not 
provided for in these accounts) which will be dis- 
charged by annual payments. These payments are 
6... for next year, 5... per annum for a further 
ten years and £ .. . per annum for each of the 
following seven years.' 


51. Paragraph rr (6) of the Eighth Schedule to the 
Companies Act, 1948, requires disclosure of ‘where 
practicable, the aggregate amount or estimated amount, 
if it is material, of contracts for capital expenditure, 


° зо far as not provided for’, Some accounts refer to 


‘commitments for capital expenditure’ or ‘capital 
commitments’. In Recommendation 18, paragraph 26, : 
the Council indicated that ‘contracts’ іѕ preferable: to 
‘commitments’ which may have a wider significance. 


52. Examples of wording which gives useful inform- 
ation beyond the strict requirements of the Companies 
Act are: 


‘Capital expenditure sanctioned by the Board 

and outstanding at... , amounts to £ . . . (previous 
year £ ...). Contracts placed against these sanctions 
and not provided for in these accounts amount to 
+... (previous year £... Y. · 
_ ‘Commitments in respect of contracts for capital 
expenditure amount to approximately С... (pre- 
vious. year £ . . .). The unexpended balance of 
schemes approved by the Directors, in addition to 
commitments at... amounts to £...’. 


Suggestions 


53. (а) The great variety of circumstances in which 
contingent liabilities and future commitments 
exist make it impracticable to suggest particular 
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terms (except as indicated in (b) below) but in 
determining appropriate wording regard should 
be paid to the following considerations: 


(2) the general nature and, where practicable, 
the estimated amount should be made clear; 
(21) the wording should make clear, where relev- 
ant, vohether the amount is stated before or 
after taking account of potential tax relief; 
(2) where the item relates to uncalled liabilities 
or partly-paid shares the wording should 
-Andicate, where applicable, that the shares 
held are shares in a subsidiary. 


(Б) In relation to capital expenditure the description 
CONTRACTS FOR CAPITAL EXPENDITURE is normally 
appropriate, with suitable wording to indicate 
that the expenditure 15 not included in the balance 
sheet. Where additional information is also given 
beyond the contracts entered into an appropriate 
expression would be FUTURE CAPITAL EXPENDI- 
TURE AUTHORIZED BY THE BOARD, with suitable 
wording to distinguish that part of the total which 
represents. contracts. 


FIXED ASSETS 
Description of fixed assets 


54. Assets which are not held for sale and are usually 
included under the heading ‘Fixed assets’ are: land 
and buildings; plant, machinery, equipment and 
utensils; tools, jigs, patterns; fixtures, fittings, office 
equipment and machines; and vehicles and other 
transport equipment. Assets such as goodwill, patents, 
trade-marks and mineral rights are usually shown under 
‘Fixed assets’ but sometimes they are shown under a 
separate main heading such as ‘Goodwill’ or ‘Goodwill, 
patents and trade-marks’. 


55. Occasionally all the assets of the kind mentioned: 


above are included in one composite heading (for 
example, ‘Land, buildings, · plant, machinery and 
equipment’) but more frequently the assets are shown 
in at least two separate items. Where a composite 
heading is used further details of the assets included 
in the composite heading are usually given in a note or 
statement annexed to the balance sheet; this practice 
is often also followed where there is a limited sub- 
division of assets in the balance sheet. 


56. Land and' buildings are generally shown together 
as a separate item rather than merged with other fixed 
assets. ‘Land and buildings’, ‘Property’, ‘Properties’ 

r ‘Premises’ are apparently used as synonymous 
terms and it is common practice to prefix the descrip- 
tion with ‘Freehold’ or ‘Leasehold’ or with both. 
‘Freehold land and buildings’ and ‘Leasehold land 
and buildings’ are each shown separately in an appreci- 
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single item. 'Plant and — is the simplest 


form of this type of item, but ‘Plant, equipment and · 


vehicles’ is also used. Motor vehicles, furniture, 
fixtures, office machinery, and other equipment are 
not in general stated separately except in companies 


owning only this kind of fixed asset or a relatively . 


material investment in such assets. 


58. Fixed assets are sometimes more specifically 
described, for example, rubber estates, mining 
property, reservoirs, shipyards, licensed premises, 
theatres, pipelines, refineries, tank installations, ships, 
rolling stock, coke ovens, barges, aircraft, amusement 
devices. 


59. Occasionally the descriptions used include a 
reference to: the geographical location of the assets 
(for example, “Mine at Blanktown'; “Fixed assets of 
overseas subsidiaries' (distinguished from those of the 


holding company and its United Kingdom subsidiaries)) ` 


or are sub-divided according to the different activities 
of the company or group. 


6o. Development expenditure is commonly grouped 
with fixed assets, though shown’as a separate item, 
under such descriptions as ‘Expenditure on develop- 
ment’, ‘Development schemes’, and ‘Mining property 
under development’. One balance sheet contained a 
separate item for uncompleted fixed assets, ‘Capital 
works in progress and equipment therefor at cost, and 
payments on account of buildings and plant under 
construction’. 


5 Suggestions 


бт. (а) The heading FIXED ASSETS 15 appropriate for ` 


both tangible and intangible assets, development 
expenditure, and buildings or plant under 
construction. 

(5) Ordinary, rather than technical, language is 
preferable in describing fixed assets, but there 
may be advantages in showing separately. special 
kinds of assets peculiar to tke company's trade 
or circumstances if material in amount. 

(c) The terms: : 

FREEHOLD LAND AND BUILDINGS 

LEASEHOLD LAND AND BUILDINGS 
are normally appropriate for those classes of 
asset. 

(d) The word *Property! may sometimes be used with 
advantage to indicate land and buildings which 
are owned for letting, or not occupied for the 
purpose of the company’s main activity, for 
example: | 

HOUSE PROPERTY 
SHOP PROPERTY 


3. 


> 


Es 


; 


May 5th, 1962 


reasons which make them significant in the 
circumstances of the company. 


Goodwill and other intangible assets 


62. One composite item is generally used for such 
assets as goodwill patents, trade-marks, mineral 
rights, licences and royalty agreements, and its 
description varies accordingly. Where there is more 
than one such item, the heading 'Intangible assets' 
is sometimes used. ' 


Suggestion 


63. The various kinds of intangible assets should 
bear their appropriate descriptions, e.g. GOODWILL, 
PATENTS. Where the accounts show a sub-division of 
items of this kind the heading used should indicate the 
nature of the items it comprises. > 


. [Norz. - For ‘goodwill arising on consolidation’ see 
paragraphs 179 to 181.] 


Cost, valuation and net book amount 


-64. Paragraph 4 (3) of the Eighth Schedule to the 
Companies Act, 1948, requires the methods used to 
arrive at the amount of the fixed assets under each 
heading to be stated. Where the cost of the assets is 
stated, the term ‘cost’ or ‘at cost’ is normally used. 
Occasionally the adjective ‘original’ or ‘aggregate’ is 
introduced. 

65. 'The net amount at which any assets stood in the 
company's books at the commencement of the Com- 
panies Act, 1948, is permitted, by paragraph s (1) of 
the Eighth Schedule to the Act, to be treated as if it 
were the amount of a.valuation of those assets made at 
that date. ‘Book value’, ‘net book value’, ‘net book 
amount’ and ‘net amount standing on the company’s 
books’ followed by the date adopted, are terms used, 
apparently synonymously. ‘Subsequent additions at 
cost’ and ‘additions since at cost’ are also found. 


The term ‘gross book value’ is sometimes used as a 


column heading to cover amounts arrived at by 
various methods, including valuation, before the 
deduction of depreciation. 

66. The narrative varies widely where the figures 
shown have been: determined by a valuation; for ex- 
ample, the date of the valuation may be given, it may 
be stated that the valuation was made by the directors, 
or that it was an ‘independent valuation’, or the fact 
that the valuation was approved by the shareholders at 
an extraordinary general meeting may ђе, noted. Where 
the basis of a valuation is in the nature of a formula, 
rather than exercise of individual judgment, a note of 
the formula is occasionally ‘given. 

67. Sometimes there are separately stated items 
relating to such assets as ‘loose plant’, ‘tools’, ‘dies’, 
‘patterns’, ‘utensils’ and ‘sundry equipment’ in respect 
of which figures of cost and depreciation are not shown. 
Presumably such assets are considered to be of the 
kind referred to in paragraph 5 (2) (а) of the Eighth 
Schedule to the Companies Act, 1948, namely, assets 
for which the separate figures of cost and aggregate 
depreciation cannot be obtained without unreasonable 
expense or delay. Examples of the terms used to 
indicate how the amount stated in respect of these 
items is arrived at are: ‘at cost less amounts written 
off’, ‘at net book value’, ‘as valued by the company’s 
officials’, ‘written down values’ and ‘annual valuation’. 
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Suggestions 

68. (a) The expression собт is appropriate where this is 
the sole method used to arrive at the amount of 
an item. 

(b) The term NET BOOK AMOUNT* AT... is 
appropriate for pre-r948 assets remaining and 
stated separately in the accounts on this basis, 
followed by јоту тат, 1948, or whatever date 
vas selected for arriving at the amount. 

(c) Ап item comprising both methods of arriving at 
the amount may appear as: 

NET BOOK AMOUNT* АТ... . WITH 

SUBSEQUENT ADDITIONS AT COST 

"The use of the term ‘book value’ is liable to 
be misunderstood as implying that an actual 
valuation was made and incorporated in the 
books at the date named; the expression 'net 
book amount’ or ‘amounts at which assets are 
carried in the books' is therefore preferable. 

(d) The following expressions are appropriate where 
any assets are included at a valuation and it is 
desired to give an indication of the date of the 
valuation and also whether the valuation is 
internal or external: 

AS VALUED BY THE DIRECTORS IN 19... 

AT PROFESSIONAL VALUATION IN I9... 
with the addition, if appropriate, of the words 
WITH SUBSEQUENT ADDITIONS AT COST. 

(e) Where, by virtue of paragraph 5 (2) (a) of the 
Eighth Schedule to the Companies Act, 1948, 
for certain assets (such as jigs, tools, and fixtures) 
figures of cost and depreciation are not shown 
but only a net amount, a suitable indication of 
how this amount ts arrived at would be either: 

AT COST LESS AMOUNTS WRITTEN OFF 
or 
AS VALUED BY THE COMPANY’S OFFICIALS 
whichever is appropriate. 


Depreciation 

69. The single word ‘Depreciation’ is sometimes 
used to describe the aggregate amount provided or 
written off since the date of acquisition or valuation of 
the assets concerned. Among the other varied expres- 
sions used are ‘Depreciation to date’, ‘Provisions for 
depreciation’, and ‘Accumulated provisions for depre- 
ciation’, The terms ‘Amortization’ or ‘Depletion’ are 
also found, indicating respectively the wastage of 
assets occurring by reason of the effluxion of time and 
by the extraction of minerals. 


Suggestions 
79. (а) It is normally appropriate to describe the 
aggregate of amounts set aside for depreciation 
of fixed assets as: 
ACCUMULATED DEPRECIATION 
or 
DEPRECIATION 
unless terms such as AMORTIZATION 07 DEPLETION 
would indicate more precisely the nature of the 
provision. 
(b) A deduction not being an amount calculated by 
reference to the expected life of the asset may be 
described as AMOUNT(S) WRITTEN OFF. i 


(To be continued.) 
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. Weekly Notes 


THE INSTITUTES ANNUAL MEETING 


HE eighty-first annual meeting of 'The Institute 
of Chartered Accountants in England and Wales 
was held last Thursday, after this issue had gone to 
press. The full text of the President's address, to- 
gether with a report of the proceedings at the meeting, 
will appear in our next issue. The annual report of 
the Council and the accounts for the year 1961 were 
published in our issue of April 21st. ` 
Following the Institute's meeting, the seventy- 
sixth annual general meeting of The - Chartered 
Accountants’ Benevolent Association was held, and a 


report of the proceedings at this meeting will also ` 


be published in next week's issue. . 


BUOYANCY AND BANK RATE 


HE reduction in Bank rate from 5 to 4$ per cent 

last week was hardly a surprise. The markets had 
to some extent discounted it before it occurred. 
Nevertheless, when it was announced the Stock 
Exchange responded noticeably and the improvement 
has carried on into this week, shrugging off the poor 
sentiment in Wall Street as it has gone along. 

It is not likely that the decline of à per cent will by 
itself have a big effect on business sentiment. The 
decision to change the rate was taken partly to 
further discourage the movement of short-term capital 
especially from New York and to give the domestic 
economy a nudge rather than a push. There will, of 
course, be an immediate benefit in the cost of servicing 
the National Debt and in the terms at which local 
authorities may borrow, but the effect on business is 
likely to take longer to work through. A change of 
confidence in the boardrooms takes longer to bring 
about and it is not until the benefits are felt there 
that there will be a change in decisions about the 
level of capital expenditure to put in hand. 

Meanwhile the Chancellor of the Exchequer has 
made his own contribution to improve business 
sentiment. Speaking at Sheffield last Monday he said 
that another £25 million had been repaid to the 
International Monetary Fund. This means that 
about half the loan raised in that quarter last July 
has been returned. Ín confident mood, Mr Lloyd 
said that sterling was now secure and he went on to 
predict a substantial improvement in this country's 
balance of payments position this year. 


А STRIKE BALLOT FAILS 


HE decision of the rank and file in most of the 
member unions of the Confederation of Ship- 
building and Engineering Unions against strike 
action (not all constituent unions will have been 
against it) shows once again the different reaction 
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which is likely to be favoured when the general 
membership have a chance to express their views as 
opposed to national delegates and executive com- 
mittees, In these last two the militants in the union 
are usually well entrenched and calls for industriel 
action from them are not difficult to evoke. 

The decision not to strike has sent the unions back 
to the employers for a further bout of negotiation 


` and so about three months’ negotiation time has been 


lost by the unions. Officially the full figures- on the 
ballot will not be known for another ten days or so 
but there are plenty of straws as well as ballot papers in 
the wind and the final outcome is only too well known. 

This conservatism, taking the form of a desire for 
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a 


industrial peace, is not difficult to understand. Several - 


weeks on strike pay in days of a fairly high standard 
of living and heavy commitments on hire-purchase 
are the dread of housewives who will have to make 
ends meet. They have little influence at a union 
meeting when the militants get to work on a group 


x 


loyalty theme but in the quiet of the home the distaff ^ 


side is powerful and vocal. The ballot is clearly a 
useful instrument for the moderates just as the 
delegate conference is for the militants. 


UNIONS AND THE E.C.M. 


B: a coincidence, this week has seen the publication 
by Political and Economic Planning of a pamphlet 
called Trade Unions and the Common Market (P.E.P., 
price 45). It has been written by Mr R. Colin Beever, 
assistant research officer of the Amalgamated Engin- 
eering Union. The coincidence lies 1n the fact that 
several trade union conferences have been in session 
round Easter and some of them have tried to tackle 
the question of membership of the European 


Common Market. In most cases they have approached. 


the subject somewhat gingerly. 

'The pamphlet says that they need not be fearful. 
Mr Beever's preliminary point is, however, one of force 
majeure. He thinks that this country will go into the 
European Common Market if it.can get a formula 
which is acceptable to the Commonwealth and that 
the Government will not wait for trade union approval. 
In his view, therefore, the trade union movement 
should not be asking whether this country should go 
in but what should be trade union policy when it is 
in. Workers on the Continent nave had a major 
success, more so than those in this country, in winning 
fringe benefits, although often these have come 
through political pressure and deen embodied in 
legislation rather than in union action. On the other 
hand the trade unions in this country are better 
organized. 

In the last few days the agricultural workers have 
voted against entry unless there are safeguards — as 
the farmers have done. The Union of Shop, Distri- 
butive and Allied Workers has decided to remain on 
the fence and the engineers have been exhorted to 
take a favourable view. On the whole, organized 


labour remains cautious and suspicious on the issue. 


^ 


$ 
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APPRENTICES IN ENGINEERING 


ACCORDING to a survey of apprentices recently 
carried out by the Engineering Employers’ 


s Federation, there has been a drop in the ratio of 


apprentices to skilled men from 1i:4:6 in 1958 to 
1:477 in 1961. In the companies taking part in the 
survey, the number of apprentices rose by 3 per cent 
over this period while the number of skilled men 
went up by 5 per cent. 

"The investigation covered nearly 2,500 companies, 


'a very big sample of the engineering industry. Last 


year these companies took on about 18,000 new 
apprentices net of wastage, a higher figure than 
they will take on this year. The wastage rate was 6 
per cent last year. 

There has been a notable increase in the number 
of companies operating ‘technician’ apprenticeship 
schemes. Some ro per cent of the companies in the 
sample had such schemes in 1958, but by 196r it 
was 15 per cent. There was also an increase in the 
number of companies running their own training 
Schools. This is the latest indication that industry is 
increasingly training a 'technician' grade between 
the fully-fledged technologist and the skilled 


man. 


THE 
ACCOUNTANT 


515 


LOOKING ABROAD 


HE recently issued Spring 1962 number of 

Moorgate and Wall Street, a periodical review 
put out jointly by Philip Hill, Higginson, Erlangers 
Ltd and Harriman Ripley & Co Inc. of New iork, 
has a useful Common Market flavour. There is an 
article by John F. Chown which takes a look at 
merchant banking in Britain and in the ‘new Europe', 
and another on “Investing in French securities’ by 
Guy de Carmoy who, in a short section on company 
accounts, draws attention to the fact that while it is 
the policy of French companies to give only outline 
information to shareholders, since 1959 public com- 
panies are required to publish turnover figures 
every half-year. Consolidated accounts for parent or 
subsidiary companies are not required in France, 
and the presentation of accounts is neither uniform 
nor clear; invariably the method of stock valuation 
is not shown, nor is there always a complete state- 
ment on allowed depreciation. 

There is alsó а lengthy reviewon ‘United Kingdom 
capital exports and Canadian economic develop- 
ment’ by Dr John Dunning, who comes to ‘some 
new and somewhat depressing conclusions about the 
results of British investments’ in Canada. 
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ANNUAL 
AWARDS 


for 1962 


The two companies which have been selected to 
receive The Accountant Annual Awards for 1962 are: 


ROLLS-ROYCE LTD 
and 
ATKINSON LORRIES (HOLDINGS) LTD 


The reports and accounts of these companies were 
judged the best of the 1,250 entries for this year’s 
Awards. The entry figure again exceeded those in 
previous years. 

Each year’s Awards are for reports and accounts 
presented at company annual meetings held during 
the previous calendar year. The Award to Rolls- 
Royce, therefore (which is that for large companies) 
is in respect of their accounts for the year ended 
December 31st, 1960, presented at the company’s 
fifty-fourth annual general meeting on July 11+, 
1961. 

А Lorries receive the Award for ‘smaller’ 


companies requiring less complex accounts than 
those of a large group, in respect of their accounts 
for the year to March 31st, 1961, presented at the 
company's annual general meeting on October 3rd, 
1961. 

The Lord Mayor of London, Alderman Sir 
Frederick Hoare, has kindly consented to present the 
Awards at the Mansion House on May 29th, in the 
presence of a distinguished company representing the 
City, the professions, commerce and industry. 

The Awards, which are of equal rank, each take 
the form of a pair of hand-made silver wall sconces 
inscribed with the name of the winning company 
and specially designed with ancient and modern 
symbolism depicting commerce and accountancy. 
They are made annually to companies whose shares 
are quoted on a recognized stock exchange in the 
United Kingdom in relation to the form and content 
of their published reports and accounts; particular 
importance is attached to the adequacy of the 
information given and its presentation. 


Panel of Judges 


The members of the Panel of Judges are: Mr 
K. W. Mackinnon, M.B.E, T.D., Q.C. (Chairman); 
Mr A. S. Н. Dicker, M.B.E., F.c.A.; Mr С. D. Gairdner, 
С.А.; Mr А. W. Giles, M.A., С.А.; Mr J. E. Harris, 
B.COM., Е.А.С.С.А.; Mr Donald V. House, F.C.A.; 
Mr J. A. Hunter, M.B.E., T.D.; Mr Ian T. Morrow, 
C.A., F.C.W.A.; Sir Richard Yeabsley, С.В.Е., F.C.A.; 
Mr Arthur E. Webb, Editor of The Accountant. 
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SHIPBUILDING IN THE TROUGH 


HERE has been a welcome recovery in ship- 

building orders for export account over the last 
few weeks, thanks to some extent to the better credit 
facilities which can be offered. But the prospect for 
the industry as a whole will not be good until there is 
an improvement in the flow of orders from British 
shipowners. 

Mr John Hunter, chairman of Swan, Hunter & 
Wigham Richardson (a company with a high record 
of technical and managerial efficiency) pointed out 
recently that the competition on credit terms had 
come to such a pitch in the international ship- 
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building market that British owners can build ships on 
more advantageous terms abroad than can the local 
owners, and foreign shipowners.can build on better 
terms in this country than can British ship-owners. 


The factisthat the shipbuilding industry in this country | i 


relies for about 8o per cent of its business on British 
shipowners and they are at present slow to order. 
Last year's accounts for some of the biggest and 
most efficient shipbuilding companies compared 
favourably with those for the year before, but the 
figures of tonnage under construction in the first 
quarter of this year show the lowest volume of 
shipping under construction for seventeen years. 





This is My Life... 
by An Industrious Accountant 


CHAPTER 122 


*D always wanted to arrange a reunion of those 

that are still to be contacted from the group that 
were articled clerks with me in our old office. Time 
passes so fast and. people drift apart so imper- 
ceptibly, that old friendships lapse almost un- 
noticed. But I got down to the job recently, by 
telephone and letter, and finally gathered a few of 
the gang together again. 

‘There was a pleasurable nostalgia in looking back 
on the old days, like Forty Years On translated to an 
industrial setting. 'That last year, for instance, when 
we were swotting for our Final exams., or had 
them behind us and were looking for fresh realms 
to conquer . . . that was the Golden Age. We were 
young and without ties or troubles; we could pick and 
choose from a wealth of varied careers opening before 
us; we planned our lives ahead — or so we thought. 

But articled clerks, after all, really have much to 
leàrn. Or. perhaps our crowd was just unlucky. 
Nobody advised us about our choice of careers; I 
never remember any of the partners in our firin 
counselling us about the pros and cons of the jobs 
that were on offer. We didn’t even see the-vacancies 
columns in The Accountant, as our firm's copies rarely 
filtered down to us juniors. If only we had our chance 
again, we murmured regretfully: s£ jeunesse savait. . . 

Of course, we didn't all complain; some had their 
cards well marked in advance. There was Bill, whose 
directorship in his family business was always waiting 
for him. He's rather smug now; even rather snobbish, 
it must be admitted; he's never had to worry finan- 
cially; he was born to the surtax. Or Dick; his path 


ran straight. He just stayed on with the firm, over . 


the years becoming the senior partner's trusted 
right-hand, He hasn't risen to a partnership; leader- 
ship isn't his forte; but few have his flair for liquida- 


tion work. With his specialized skill, his five-day’ 


week and his little cottage in the country ~ where 
he’s proud president of the local pitch-and-put 
club – he’s a happy man. I fancy we looked down 
just slightly at his aloofness from our industrial 
experience, just as Bill looked down on our struggles 
to rise towards his level of luxury. 

We had honourable scars to show for those 
struggles. There was Charles: who joined an old 


family company which was tottering towards in-. 


solvency through reckless mismanagement; his drive 
and ability were responsible for its recovery. They 
always encouraged him with hopes of top manage- 
ment, of a directorate; not yet, of course, buf next 
year. But when a favourable merger took place the 
family nominees got the plums; he got demoted. 
Now he’s soured; his views on what he calls 
‘bloodstock promotion’ are unprintable. 

My old friend Ned nearly blundered. He joined 
a plastic concern, but top-level promotion was 
naturally for the scientist or the chemical engineer. 
The jargon of senior management, the formulae and 
the hieroglyphs, were too technical for him. He got 
out at a sacrifice and tried again. 

Peter picked aviation and has never looked back; 
"Trevor selected tobacco and is worrying over his 
long-term forecasts; Leo moved out of textiles when 
they told him bluntly that promotion was only for 
the practical man from the factory floor. The common 
factor in every case was the unavailability of practical 
advice from senior men; even-my own change from 
city to country town brought problems never 
anticipated. 

The average accountant has to face prejudice on 
many fronts; even Dick had grim anecdotes of his 
skirmishes with legal opponents, bankrupts, swindlers. 
Let’s face it, we always have a hard fight ahead of 
us; reminiscent of that immortal scrap of dialogue 
when Captain Walter Mitty, with his faint, fleeting 


, 


smile, takes up the big bomber alone to get that . 


ammunition dump: (It’s forty kilometers through hell, 
Sir, said the sergeant. Mitty finished one last brandy. 
After all, he said softly, what ism t?) ` 

One might say as much for an accountant's 
prospects. 
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169,706 
365,463 
185,945 





, Finance and 
Commerce 


Clutsom & Kemp А 


HAREHOLDERS in Clutsom & Kemp Ltd, the 

manufacturers of elastic fabrics, of Leicester, have 
recently accomplished something very unusual. 'They 
have persuaded the board to provide them with the 
accounts of.a subsidiary, Flexor (Whitwick) Ltd. ` 
Prominent in this move was Mr 'Trayton Child, C.A., 
who maintained that shareholders needed the Flexor 
accounts to enable them to appraise the situation. 
ж What led up to this can best be followed from a 
recital of the facts in chronological order. About the 
middle of last November, Clutsom & Kemp issued 
its preliminary statement of profits and dividend for 
the fifty-two weeks to September 2nd, 1961. The 
dividend to be recommended was a final of 11 per 
cent to maintain 15 per cent for the year. 

On November 2oth, the announcement was made 
that the board had become aware on Saturday, 
November 18th, that the Flexor stock had been 
substantially overstated. 'The board met on the 
Sunday, decided that the profit figure would have 
to. be revised but that, on the information then 
available, the dividend recommendation could stand. 
Messrs 'Thomson McLintock & Co, one of the joint 
firms of auditors, were immediately instructed to 
investigate. 

On January 24th, shareholders were informed that 
there was a deficiency in Flexor of approximately 

357,000 of which about £341,000 occurred before 
September 3rd, 1960. : 


Dividend Changed 


It had not been possible to ascertain the amount of : 
the deficiency at August 29th, 1959, and it was there- 
fore impossible to give any corrected profit figure 
for the fifty-two weeks to September 3rd, 1960. The 
deficiency at September 3rd, 1960, of £341,000, less 
the taxation relief obtainable, would be written off 
against revenue reserves. And as unaudited accounts 
for the first quarter of the current year showed a 
substantial fall in profits compared with the previous 
year, it had been decided to cancel the recommenda- 
tion of an rr per cent final dividend. Instead, the 
Jioard declared a second interim dividend of 4 per 
cent to make a total of 8 per cent for the year, no 
final payment being recommended. ` | 

The deficiency, it was then stated, arose from 
overstatement of stock with a related overstatement 
of debtors and understatement of creditors. The 
directors were considering, with the company’s legal 
advisers, all the implications involved. 

In his statement with the accounts,-the chairman, 


53 Weeks to 
3rd September, 
100,000 

6,703 

21,131 











£ 
197,557 


£ 


52 Wecks to 


2nd September, 
1961 


21,13! 


140,395 

6,703 

21,131 
55, 


134,761 











AND SUBSIDIARIES 
STATEMENT OF PROFIT APPROPRIATION 
; after provision for Income Tax, 2nd September, 1961 
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Second Interi 

Final 11% 
Subsidiaries .. 


Preference—year ended 315 August, 1961 
"Ordinary-- А . 
CARRIED FORWARD .. 


Net profit on realisation of Fixed Assets 
General 


Brought forward 

Transfer to Reserve; 
Dividends less Income Тах:— 
Surplus: Holding Company .. 


SURPLUS AVAILABLE to Clutsom & Kemp 
Limited .. .. 


Appropriated as follows:— 
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1960 
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(Note D) ` 


Unsecured Loan Stock Interest .. 
Bank and Loan Interest 
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Profits Тах .. 
Income Tax .. 


Taxation on Profit of the 52 weeks: 
Limited 


Directors! Remuneration 
PROFIT BEFORE TAXATION 


Depreciation 


Audit Fees 
'SURPLUS AVAILABLE to Clutsom & Kem 


TRADING PROFIT 





The notes referred to appear on page [579] 


The notes referred to appear on page [579] 





. 


578 ACCOUNTANT Mas 5th, 1962 


Sir Geoffrey M. Barnett, said that the deficiency i in 
stock, debtors and creditors at September 3rd, 1960, 
was confirmed at £340,395. The amount has been 
dealt with by debit to reserve. So far as the year 
under review was concerned, it had been found that 
Flexor assets were overstated by £16,099 and the 
group profit before tax was therefore that much less 
than the amount originally announced in November. 








) 

£ 
1,160,762 
4,365 





1960 
1,739,739 
£2,966,571 


3rd September, 
(Notes 2 & 3 
£ 














Tax Recovery 


Further aspects of the situation were being con- ч 
sidered, said Sir Geoffrey in his statement with the 
accounts; shareholders would appreciate that under 
the circumstances, he could say no more at that 
time. But Flexor had been put under the control of 
an experienced executive director of another sub-- 
sidiary and active measures were being taken to 
strengthen and improve the efficiency not only of 
Flexor but of all companies in the group. The board 
had retained the services of specialists *well qualified in 
the management, consultancy and production spheres' 
to advise, and there was the added warning that the 
group's profits for the current year would be down. 

At the annual meeting, Sir Geoffrey was able to 
announce that after discussions with the Inland 
Revenue, it was possible to say that the recovery of 
taxation in respect of the overstatement of assets 
would be at least £130,000. ° ' 

-Investigations were still proceeding into the 
circumstances that gave rise to the overstatement of 
assets. These investigations were outside the control 
and province of the board and in the circumstances, 
he said, 'it must be obvious to any fair-minded 
person that it would be quite improper for me to 
comment upon, or anticipate in any way, the out- 
come of such investigations'. 


1,185,053 
6,864 
25,002 


1,693,607 
£2,910,526 
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written otf 


Less LOAN therefrom `` 
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INTEREST IN ASSOCIATED COM- 
PANIES 


CURRENT ASSETS:— 


FIXED ASSETS 
STOCKS at or under cost .. 


FREEHOLD AND 
AND BUILDINGS 55 
PLANT AND MACHINERY 


FIXTURES AND FITTINGS 
MOTOR VEHICLES š 


valuation .. 


LOOSE TOOLS AND PATTERNS at 
. TRADE-INVESTMENTS: 
DEBTORS AND PREPAYMENTS ` 
CASH AT BANKS AND IN HAND 


£ 

£1,400,000 
1,081,380 
300,007 
829,518 
2,210,905 
184,892 
570774 
£2,966,571 





3rd September, 
1960 
(Notes 2 & 3) 


‘Those in Favour. 


Nevertheless, Mr Child persisted that shareholders 
really ought to have the Flexor accounts to enable 
them to see the position in that company. Sir Geoffrey 
at first maintained that it would not be.in the com- 
pany’s best interest. But with a resolution to produce 
the Flexor accounts carried by twenty votes in 
favour and nine against, he agreed to respect the 
feeling of the meeting and not use his overwhelming 
number of proxies. The Flexor accounts would be А pal. wise. рр. š 
sent to shareholders within a few days. n 

How overwhelming his voting power could have 
been was seen in the vote on a resolution that 
adoption of the accounts be deferred until the Flexor 
accounts had been made available. The resolution 
was defeated by 1,460,895 votes to 65,635. 

Feeling at the meeting can be judged from an 
accusation that Sir Geoffrey was trying to 'steam- 
roller’ the accounts through the meeting. He dis- | 
claimed any such intention and, from reports of the | 
proceedings, it may justly be said that what ever may 
have happened with the group and whatever may be 
the final outcome, his decision to provide shareholders 
with the subsidiary's accounts must be commended. 


Consolidated Balance Sheet, 2nd September, 1961 


£ 
400000 
1,000,000 
218,880 
862/500 
650,000 
179,518 
305,898 














CLUTSOM & KEMP LIMITED AND SUBSIDIARIES 





£1,400,000 
1,081,380 
300,007 
176,730 
712,394 
£2,910,526 


640,015 
2,021,402 


21,131 
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400,000 


1,000,000. 


218,880 

: 862,500 
77,498 
313,618 


300,147 














Y DIVIDEND, less Income Tax 


.. 


4,000,000 Ordinary Shares of 5/- each . 


.. 
.. 

. 
.. 


3,450,000 Ordinary Shares of 5/` each . 


CAPITAL RESERVE:— 


GENERAL 


Cumulative Preference 


Cumulative Preference 
Shares of £1 each 


Shares of £1 each 
The notes referred to appeor on page [579] 


CURRENT LIABILITIES:— 


REVENUE RESERVES:— 
BANK OVERDRAFTS 


GENERAL (Note 5) 
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INCOME TAX:— 
SCHEDULE D 1962/63 


218,880 595 


-400,000 5% 
CREDITORS AND EXPENSES ACCRUED 


ISSUED AND FULLY PAID: 
PROFIT AND LOSS ACCOUNT 
-PROVISION FOR CURRENT TAXATION 
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NOTES ON AND FORMING PART OF THE ACCOUNTS 


1. DIRECTORS’ REMUNERATION:— 
Fees ee .. .. ve . 
Other Emoluments .. .. a ae 






579 
1961 1960 
£ £ 
T 800 800 
.. 18,682 18,172 
619,482 | £18,972 


2. The net assets of a subsidiary at 3rd September, 1960, were overstated in the accounts as at that date Бу an amount which cannot be precisely 
ascertained as the necessary records are no longer available but which has been estimated at £340,395. This amount is made up as follows:— 


Overstatement of stocks .. .. .. m .. .. £291,889 
Overstatement of debtors PU Ра .. .. oe 46,576 
Understatement of creditors .. oe .. .. ee 1,930 

£340,395 


3. The comparative figures as at 3rd September, 1960, in the consolidated balance sheet and the balance sheet of the company have not been 


adjusted to take account of the errors shown in note 2. 


4, The net overstatement of assets of the subsidiary at 29th August, 1959, cannot be ascertained and therefore the necessary corrections to the 


consolidated profit and loss account for the 53 weeks ended 3rd September, 1960, cannot be calculated. 


5, The movement in the general reserve both in the balance sheet of the company and in the consolidated balance sheet have been as follows:— 


Company Consolidated 
General reserve as shown in the accounts at 3rd Зертеглђег, 1960 PN a vs .. £650,000 £650,000 
Less: Overstatement of net assets by a subsidiary at tha: дате .. Ex “а "n — 340,395 
Amount provided against interest in subsidiaries .. =. .. m .. 340,395 — 
£309,605 £309,605 
Add: Appropriated from profits of the year s n € ВЕ; oe oe ar 140,395 140,395 
A А £450,000 £450,000 





6. No credit has been taken in these accounts for Income Tax and Profits Tax recoverable in respect of the net overstatement of assets at 3rd 


September, 19 











As revalued 
at 31.8.1953 
Or-cost 


Depreciation 


7. FIXED ASSETS:—(Consolidated Accounts) to date 
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Value 









































































2 £ £ £ £ 
FREEHOLD AND LEASEHOLD LAND AND BUILDINGS 5, <“ 571,725 131,939 439,786 421,792 
PLANT AND MACHINERY .. ав 5. .. .. Яр 1,289,679 665,797 623,882 618,818 
FIXTURES AND FITTINGS .. zs .. .. .. А 191,498 ` 100,779 90,719 93,452 
MOTOR VEHICLES .. E s oo MESS PT В es 62,754 32,088 30,666 26,700 

£2,115,656 £930,603 £1,185,053 £1,160,762 

1960 

As revalued Written 
. at 31.8.1953 Depreciation down 
8. FIXED ASSETS:—(Holding Company) orcost - to date Yalue 
£ £ £ £ 

FREEHOLD LAND AND BUILDINGS — .. n ES "T ~ 259,106 61,562 197,544 201,359 
PLANT AND MACHINERY .. T m Ve са е es 444,126 188,357 255,770 247,360 
FIXTURES AND FITTINGS .. ae я "m as an ne 61,62! . 26,935 34,686 30,948 
MOTOR VEHICLES .. .. .. .. .. .. ae xis 27,519 12,519 15,000 10,277 
£792,373 £289,373 £503,000 £489,944 








Ега 


9. Commitments for Capital Expenditure not included in these Accounts аге estimated at (i) Consolidated Accounts £177,000 (ii) Holding Com- 


pany Accounts £48,000. 


10, Options have been granted to certain executives other than directors of the company to subscribe for 85,500 Ordinary Shares of 5/- each at 


a price of 10/3 per share.exercisable within the period Ist January, 1962, to 315: December, 1972. 
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CITY NOTES 


HE further reduction in Bank rate, another 
reduction in I.M.F. borrowings and the Chan- 
cellor's unexpected bout of economic optimism have 


combined to underpin the better trend in the stock- 


markets. - 

Industrial equity shares have continued to show 
a rising tendency despite the obvious and continued 
pressure on earnings. The motor industry currently 
presents the type of puzzle the equity market 
faces. 

Car production figures look i impressive on paper. 
Output is up and exports are rising, but both British 
Motor Corporation and the Ford Motor company 
have pointed to materially lower earnings and have 
both forecast continued pressure on profits. 

So much so that British Motor Corporation looks 
like having to draw on reserves to maintain the 
current year dividend. In this company's case, the 
position is that while the number of units produced is 

. rising, a greater proportion of output is in small cars ~ 
particularly the ‘Minis’ — where the profit margin is 
narrow and a greater proportion of increased sales is 
going into export markets where margins are narrower 
still. 

The industrial equity market is in danger of 
finding that trade and production statistics are not 
necessarily to be turned into terms of higher earnings 


and increased dividends, more particularly if the 


present battle for higher wages leads to increased costs 
at the best, and industrial stoppages at the worst. 
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RATES AND PRICES 
| Closing prices, Wednesday, May 2nd, 1962 
Tax Reserve Certificates: interest rate (28.4.62) 21% 


Bank Rate 


Oct. 27, 1960 54% Nov. 2, 1961 ^" 5 6% 
Dec. 8, 1960 5% Маг. 8, 1962 ` 58% 
July 26, 1961 7°% Маг. 23; 1962 596 
Oct. 5, 1961 . 61€ April 26, 1962 - 4$ 95 
Treasury Bills 
Feb. 23 £5 ros 747d% Маг. зо £4 8s r'16d 7; 
Маг з £s ros 11:26а% Ари 6 4 75 pozd% 
Маг. я 45 os 589d%  Aprili3 £4 658544% 
Маг. 16 44 175 757d% - Aprilig £4 55 4°31d% 
Mar.23 £4 95 0°47d% Aprilay £4 is 0'549% 
Money Rates 
Day to day 25-35% Bank Bills 
7 days : 21-35 7$ 2 months 41-41 76 
Fine Trade Bills .3 months 41-415 96 
` 3 months 56% 4 months 41-4 ds 76 
4 months 51-6 4, 6 months 44-48% 
6 months 51-6$ 4, | 
Foreign Exchanges a 
New York 2813-3 Frankfurt ir'251-3 
Montreal 2954-4 Milan 17451 
Amsterdam 1012-1 Oslo $ | 20:05-i 
Brussels 140-011-$ Paris . 13778-3 
Copenbagen 19:591-3 Zürich 12'22%-—8 
Gilt-edged ~ 
Consols 4% 63$ Funding3% 59-69 831 
Consols 24 % Ak Savings 3% 60-70 8o] 


Conv'sion 54% 1974 93% 
Conversion 5% 1971 924 
Conversion 34% 1969 86 № 
Conversion 3$ % 564 
Exchequer 53% 1966 тоо й 


Savings 3 /$ 65-75 
Savings 23% 64-67 87} 
Treasury 5$ % 2008—12 FA 
Treasury s % 86-89 84d 
Treasury 34% 77-80 71} 


Funding 54% 82-84 028 Treasury 34 % 79-81 Fo 
Funding 4% 6o-go 88 Treasury 24% А е} 
Funding 33% 99-04 62 Victory 4% 

Funding 3% 66–68 86% 55 Gea 


War Lcan 3% 





Reviews 


Cost Reduction in iky 


(Published by the Organization for European 
Economic Co-operation — European Productivity 
Agency. Available from H.M.8.O. 12s 6d net.). 


'This handbook is based on the material used in a 
series on conferences on Integrated Cost Reduction 
organized by the European Productivity Agency 
during the years 1958-1960; and is intended parti- 
cularly to help small and medium-sized firms. 

It must be recognized that cost reduction efforts, 
which are of the essence of successful business, 
Should not be turned on and off like a tap; and if such 
efforts are in fact to be continuous, then it is often 
best to make the co-ordination of them a functional 
responsibility. 

This is the meaning of integrated cost reduction; 


and the — presents this case modestly, without 
that undue emphasis on the appointment of high- 
powered special executives or that smug comparison 
of 'progressive' companies with the rest, which so 
often alienates the student of such treatises. 

The philosophy of the relationship between job 
security and reduced operating ccsts is perhaps not 


'so readily assimilable as he would have the reader 


believe; but is stimulating matter for discussion, and 
is, in any case, only part of the brief introductory 
matter which leads on to a most detailed examination 
of the practical means of cost reduction. 

'The book is divided into two parts, the first of 
which deals with the measurement of incurred costs 
against standards, that is to say, the operation of 
budgetary control and with the extension of that 
system into the day-by-day control of costs. 


The author gives a sound practical exposition of - 


thé development and use of flexible budgets, avoiding 
the temptation to advise measures of variability for 
an excessively wide range of costs. 

He also makes a sound distinction between con- 
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trollable and other indirect costs without, however, 
considering levels or responsibility at which various 
types of expense move from one category into the 
other. , 

In dealing with the appointment of a budget 
administrator it is stated that 'the selection of a man 
from the line organization in preference to a cost 
accountant was made on the premise that it is more 
practical to train an operating man in the necessary 
aspects of cost accounting than to give an accountant 
an equivalent practical knowledge of plant operations". 

` It is undoubtedly necessary in some cases for the 

accountant to accept this division of responsibility; 
but the quotation does bring to mind again the valu- 
able contribution which could be made to business 
efficiency if more accountants were better qualified 
to deal with the technical aspects of the businesses 
with which they are associated. 

'The latter part.of the book examines methods of 
achieving cost reductions through various functions 
of the business — standardizations and simplification 
of products, processes, materials and tooling; work 
study, office work simplification, and improved 
personnel administration. The various suggestions 
made are summarized in a check list expressed as a 
questionnaire for the various management executives. 

'The book is copiously illustrated with specimen 
forms, charts and diagrams; and is marred only by a 
number of typographical errors which, no doubt, will 
be corrected in future editions. 


Selling and Distributing Cost Accounting 


Third Edition. (Published by The Institute of Cost 
and Works Accountants; distributed by Gee & Co 
(Publishers) Limited, London. 7s 6d net.) 


It must be said immediately that this is not merely 
a reprint of the booklet that has been available from 
the Institute for the past twenty years. 

'The text has been so extensively re-written that 
it requires to be read and reviewed as a completely 
new publication. 

Тће Research Committee of the Institute are to be 
congratulated on the expert manner in which the 
work of revision has been performed, and on the 
attractive format in which the result is now produced. 

The accountant called upon to deal with a selling 
or distribution organization would value guidance às 
to the types of expenditure he might expect to en- 
counter; the organizational cost centres through 
which control will be exercised; the means of identi- 
fying expenditure with product lines; and the legal, 
social and other factors affecting the level of costs. 

In regard to income, he would require to consider 
the most suitable headings- of sales analysis; the 
relationship of sales to market potential, and the 
non-accounting ‘factors influencing selling prices in 
his particular field of activity. 

All these matters, and others, are touched on in 
this useful booklet. 

There are moments when one wishes the ан 
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had given themselves room to expand on certain 
points — the fleeting reference to minimum economic 
sizes of orders on page 27, for example;.or an earlier 
statement, terse to the point of incomprehensibility 
that ‘there are mechanical and other facilities avail- 
able for analysis work’. 

The Committee responsible for this publication 
have recognized that to deal adequately with all the 
problems of selling and distribution cost accounting 
and their solutions would call for a very big work. 
They have set themselves the limited objective, there- 
fore, of stating both problems and solutions in 
precise tabulation form for easy reference. In this 
they have been abundantly successful and the 
present volume should próve as popular as its pre- 
decessor. 


The Growth of Public Expenditure in the United 
Kingdom 


by Атам T. Peacock and Jack WISEMAN. National 
Bureau of Economic Research. (Oxford University 
Press, London. 30s net.) 


Since 1890 Government expenditure in the United 
Kingdom has risen tenfold in real terms and five 
times this figure in money terms. The economic 
significance of this development is not always 
appreciated, but as the British authors of this Ameri- 
can sponsored study conclude, the ratio of public 
expenditure to the gross national product is not likely 
to decline in the years ahead. 

'The collection and collation of the data for this 
study has posed a very considerable task, partly 
because there exists no consistent classification over 
the years before the last war of many types of central 
and local government expenditure, and in many 
cases no series of such data are available for the earlier 
years. In consequence much of the data compiled 
in this volume had to be assembled from the primary 
sources, in particular the Appropriation Accounts, 
quite apart from necessitating a complete reclassifica- 
tion of central and local government expenditure. 

А particular problem in this type of comparative 
study was the deflation of the money series to take 
account of the changes in the purchasing power of 
the currency. For this purpose separate price indices 
for services and capital goods were compiled. The 
extensive, statistical material is linked by a clear 
exposition of the conceptual difficulties, as well as a 
commentary on-the economic significance of the data, 


у 


Economics of Industrial Organization 


by А. BEACHAM, O.B.E., and L. J. WILLIAMS. (Sir Isaac 
Pitman & Sons Ltd, London. 185 net.) 


Undergraduate students of economics are frequently 
ill-informed, if not virtually ignorant, about the 
structure and methods of modern industry and more 
especially on subjects such as the raising of capital, 


‘the measurement of efficiency and monopoly in 
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practice, as distinct from economic theory. This use- 
fullittle book by Professor Beacham, which has now 
been revised for its fourth edition with the assistance 
of Mr Williams, is aimed at providing this type of 
information for such students. It can be strongly 
recommended to students working for various 
` professional qualifications, not least those in account- 
ancy; since it will provide them with a broader 
perspective and analysis of industrial issues than they 
normally acquire from their professional studies 
alone. 


. Trade Unions in a Free Society 


by B. C. Ковектз. (Published for the Institute of 
Economic A by Hutchinson & Co, London. 305 
net.) ` 


This is an aaa edition of a shorter study of 
British trade unionism which first appeared in 1959. 
It has been revised and enlarged by the addition of 
a long section on American trades unions. The 
differing backgrounds and outlook of the unions in 
the U.S.A. compared with those in Britain make 
interesting reading. Аз far as solutions to the post-war 
wage inflation are concerned, Mr Roberts has no 
startling propositions to put forward. His thesis is 
quite simple; better understanding between manage- 
ment and labour, improved and better paid union 
staff, with greater emphasis on local negotiations rather 
than national. One could but wish that Mr Robert's 
could enjoy a wide circulation among the members of 
‘many British unions. 


The Trustee Investments Act, 1961 


by M. M. We ts, M.A., Barrister-at-law, with 
accountancy examples by A. W. Nelson, A.A.C.C.A., 
A.T.LI. (Butterworth & Co (Publishers) Ltd, London. 
125 6d net.) 


The Trustee Investments Act, 1961, has revolution- 
ized the law governing the authorized investments 
which a trustee may make. In particular it has intro- 
duced provisions which involve a good deal of 
accounting skill if the law is to be obeyed. This 
booklet consists of eleven pages of legal exposition, 
the Act itself, eight pages of arithmetical examples, 
and an index. It is based on material contained in the 
second supplement to the eleventh edition of 
Underhill’s Law of Trusts and Trustees. 


| American Capital and Canadian Resources 


by Носн G. J. Arrxen. (Harvard University Press; 
Oxford University Press, London. 405 net.) 


Those familiar with the Canadian political scene will 
be aware of the recent concern that has been evident 
over the increasing growth of the American financial 
stake in the Canadian economy. Not merely are there 
doubts as to the economic advantages of the continued 
reliance upon American capital, although its benefits 
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to date cannot be gainsaid, but there are signs of rising 
resentment at American financial influence. 

Professor Aitken’s study of the factors which have 
contributed to the present situation and the problems 
which confront Canada in the future, especially if 
Britain and other parts of the world such as Latin 
America enter regional trading blocs, is exceptionally 
clear. His own solution is not to try and put the clock 
back, but rather to try and develop an integrated 
economy within the North American hemisphere. 
The political significance of his proposals will be 
evident, but his study throughout is readable and the 
historical perspective sound. This is a timely piece 
of work which deserves a wider readership than it 
will probably get on this side of the Atlantic. 


The City of London as a Centre of International 
Trade and Finance 


(The Institute of Bankers, London. 20s net.) 


It is always a matter for rejoicing when a new volume ` 


of lectures delivered at the annual international 
banking summer school appears at so low a price. The 
latest volume deals with two main topics, the role of 
Britain and sterling in the sphere of international 
trade, and the functions of the City institutions in 


the provision of banking, insurance and shipping. 


services to the trading world. · 

There is the customary roll of distinguished 
speakers, among them Lord Ritchie, Sir. Oliver 
Franks, Mr Crick, Professor Sayers and Mr Bareau. 
The Institute deserves credit for publishing these 
papers, and many accountants and their articled 
clerks will find much of interest in them. 


RECENT PUBLICATIONS 
PRINCIPLES OF THE Law ОР DaMaczs, by Harry Street, 


LL.M., PH.D. xxiv-+272 pp. 84x54. £3 35 net. Sweet & 


Maxwell Ltd, London. 

MONEY IN BRITAIN, by С. R. Josset. x--214 pp. 83x 6. 
15s net. Frederick Warne & Co Ltd, London. 

HIRE-PURCHASE, CREDIT AND FINANCE, Љу V. R. Fox-Smith, 
M.C., M.C.1.M. xii+-296 рр. 54x 85. £2 155 net, Stevens 
&& Sons Ltd, London. 

THE ELEMENTS OF INCOME Tax AND Prorits Law, fifth 
edition, by С. М. Beattie, LL.B., and Keith Wedmore, 
M.A., LL.B. хххі--258 рр. BEX 81. £1 155 net. Stevens & 
Sons Ltd, London. 

REPORT ON FARMING 1960/61, by P. E. Graves & P. G. James. 
74 X 9$ paper cover 28 pp. 3s 6d post free. Farm Economics 
Branch, School of Agriculture, Cambridge University. 

PROBLEMS OF THE AMERICAN Economy: Stamp Memorial 
Lecture 1961, by Paul A. Samuelson. 5$ x 84. 30 pp. 45 
net, University of London: The Athlone Press, 2 Gower 
Street, London WCI. 

THE FINANCE OF LOCAL GOVERNMENT, by J. M. Drummond, 
F.S.A.A., F.LM.T.A. Revised by W. A. С. “Kitching, 
A.LM.TAA., D.P:A, 5$ X 84. 256 pp. 25s net George Allen & 
Unwin Ltd, London. 

Te MANAGERIAL Revo.uTion, by James Burnham. 
44x7. Card covers. 256 pp. 45. Penguin Books Ltd, 
Harmondsworth, Middlesex. 

‘TAXATION IN CANADA, third edition, by J. Harvey Perry. 
6X9. xv+415 pp. £5 net. University of Toronto Press; 
Oxford University Press, London. 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


How to Decimalize the Currency 


бтв, - I have read the many interesting letters and 
authoritative articles that have appeared in The 
Accountant over the past months on the subject of 
decimalizing the pound. I cannot help feeling that 
the most important factor has been abandoned at 
some stage or even overlooked, namely, simplicity. 
Many of the views expressed have been admirable 
and would doubtless present few problems to the 
business trained mind, but I am sure that the 
majority of this country's population do not want to 


use a complicated method of converting £ s d to 


decimal currency. = 
Surely the simplest system of conversion would be: 
100 pence —8s 44=1 dollar (crown or royal) 
Present-day currency may be converted with little 
trouble, namely, £1 —240 pence or 2 dollars 40 pence. 


"Florins and half-crowns become 24 pence and 


30 pence respectively. Ali notes may be withdrawn 
(some coins also if found desirable) and a new dollar 
note issued. р 

I firmly believe that this method will not be too 
costly to the nation, nor will it cause a rise in the 
cost of living, however small, occasioned by the 
adjustments of fractions thàt would be a corollary 
to the many systems advanced by your correspon- 
dents and contributors. 

Yours faithfully, 


London W6. L. G. CHANDLER, A.C.A. 


Assessment Query 


Sir, – With reference to the inquiry of R. V. Maniar; 
in your issue of April 28th, the regulations require 
that unless notice of appeal against the assessment is 
given in writing to the Inspector of Taxes within 
thirty days of the date of the assessment notice, the 
assessment is binding on the company. : 

А return should have been made to the Revenue 
of the results of the company's trading for the 
period to the date of cessation in 1960-61, together 
with the relative claims for capitel allowances etc. 
On the strength of these returns the Revenue had 
the option of raising the assessment for x960-6x to 
the actual profits for the period April 6th, 1960, to the 
date of cessation of trade, and the assessment for 
1959-60 to the actual profits for the twelve months 
to April sth, 1960. 
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It is difficult to see how the Revenue were unaware 
of the fact that the company had ceased to trade if 
the company's return for 1961-62 had given the 
relative information. Surely even the Revenue 
would not be so unjust as to allow an assessment on 
an estimated sum to stand where there was no trading 
activity to be assessed. 

f · Yours faithfully, 
E. V. H. NASH. 

London Ита. 


Thinking in Figures 
Sm, - Mr Н. С. Edey in his paper in The Accountant 
of April 21st, is to be congratulated on a classic 
exposition of critical and analytical reasoning in 
retrospect, present and future, touching the whole 
conception of thinking in figures which, of itself, will 
invite resentment as well as acceptance. 

Over-emphasis on figures can often give rise to 
misunderstanding as to the cause of difficulties 
unless the important question of human relationship 
and personality reflex be interrelated. 

For instance it is significant to recall the reported 
business failures in the U.S.A. for 1961 as over 
17,000, ог 64:4 per 10,000 listed enterprises, and 
that the causes given by creditors are due to: 


Inexperience 46-9 per cent 
Incompetence 44-4 » 
Neglect 39 , 
Fraud I3 yy 
Disaster 9,» 
Unknown 36» 


This in itself serves to affirm how very easy it is to 
get into difficulties without the requisite experience 
and aptitude for business in either selling, manu- 
facturing or administration. What the comparative 
situation is in this country would be interesting to 
know, but it is my guess the figures are lower and the 
causes different. There could be instances where the 
capital employed in, say, a manufacturing entity 
could be invested to more. beneficial effect in other 
ways! 

Yours faithfully, 
FRANCIS B. WILLMOTT. 
Birmingham 5. | 


SIR, - I have read with interest Mr H. С. Edey's 
paper “Thinking in figures' (April 21st issue) and 
wonder whether the author would be so kind as to 
say what textbook best leads one from ordinary level 
in mathematics to the study of the principles of some 
of the new management mathematics. 
Yours faithfully, A 
А В. Н. HARRIS. 

Birmingham 14. 

[Mr Edey comments: I think a book called Basic 
Mathematics, by Professor R. G. D. Allen, to be 
published later this year by Macmillan & Co will take 
your correspondent a large part of the way.] 
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Taxation Cases 


Full reports of the cases summarized in this column 
till be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


C.LR. v. Hood Barrs 


In the High Court of Justice (Chancery Division) 
March 29th, 1962 


(Before Mr Justice WILBERFORCE) 


Surtax — Dividends — Shares transferred to daughters — 
Appellant previously held beneficially entitled down to 
particular tax year — Whether beneficially entitled to 
shares in subsequent years — Income Tax Act, 1952, 
section 404 (2). 

In 1938 the respondent transferred 60,000 shares 
in a company to one of his daughters, and in 1941 
another.60,000 shares in the same company were 
transferred to the same daughter; and on each occa- 
sion she contemporaneously executed blank transfers. 
On September 16th, 1953, the daughter transferred 
40,000 of the shares to one of her sisters and another 
40,000 to another sister, thus leaving 40,000 shares in 
her own name. Each of these transfers was stamped 
10s on the footing that the shares had been held as a 
nominee for the transferees. On November 17th, 
1953, the two sisters were registered as the holders 
of the shares transferred to them, and they received 
the subsequent dividends. 

In a previous appeal the Special Commissioners 
decided that until September 16th, 1953, the appel- 
lant had not divested himself of the income arising 
from the 120,000 shares. Ín respect of the period 
between September 16th, 1953, and April sth, 1954, 
and in relation to the 40,000 retained by the trans- 
feror daughter and the 40,000 transferred by her to 
one of her sisters, the Special Commissioners decided 
that they had' no evidence on which they would be 
justified in finding that either of them was beneficially 
entitled to the income from those shares for the 
period from September 16th, 1953, to April sth, 1954. 
In relation to the 40,000 shares transferred to the 
other sister the Special Commissioners concluded 
' that that sister was, during the same period, the 
absolute owner of those shares, in that the respondent 
had divested himself of the ownership thereof. 

. The present appeal was concerned with the years 
1954-55, 1955-56 and 1956-57, as to which the 
respondent contended that the income from the two 
blocks of shares in question should be treated as his 
income, and the appellants contended that it should 
be treated as the income of the daughters. 'T'he Special 
Commissioners in this appeal found. that the two 
daughters had received the dividends for the three 
years under appeal; that there had: been no change 
concerning the beneficial ownership of either of the 
two blocks of shares; that on March 19th, 1957, the 
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sister had transferred her shares to her husband; 
and that no further documents were executed by the 
respondent during the three years under appeal in 
relation to the two blocks of shares in question. The 
Special Commissioners decided that the respondent 
was beneficially entitled to the income arising from 
the shares in the three years under appeal. 

It was contended by the appellants that the Special 
Commissioners had given too. much weight to the 
decision of the Special Commissioners in the earlier 
case, and had given insufficient attention to the 
transfer on March rgth, 1957. It was contended by 
the respondent that the Special Commissioners in the 
present case were entitled to accept the evidence given 
in the previous appeal; that, in any event, as he had 
been held to have possessed the beneficial interest in 
the two blocks of shares down to 1933-54 he could 
not, pursuant to section 53 (1) ic) of the Law of 


By 


Property Act, 1925, part with his interest without'a , 


document to that effect having been signed by himself 
or by his agent lawfully in writing; and that the 
Special Commissioners had found that he had not 
executed any such document. | 


Held: the Special Commissioners had placed undue 
weight on the decision of the Special Commissioners 
in the earlier case; that insufficient attention had been 
given to the transfer of March roth, 1957; that there 
was not enough evidence on which to decide whether 
section 53 (1) (c) of the Law of Property Act, 1925, 
was applicable; that the case should be remitted to the 
Special Commissioners for reconsideration; and that 
any further evidence should be limited to the section 


53 (1) (c) point. 


Seaward Brothers v. Varty 


In the High Court of Justice (Chancery Division) 
March 161ћ,-1962 
(Before Mr Justice WILBERFORCE) 


Income tax – Builders - Houses built on contract — 
Others built on sites owned by the firm — Transfer of 
building business to company — Non-contract houses not 
transferred ~ Whether those houses investments or 
trading stock ~ Income Tax Act, 1952, section 143. 
А firm consisting of two brothers carried on busi- 
ness as building contractors, and, when there was no 
contract work available, the firm built houses on sites 
which they themselves owned. On August 31st, 
1949, the building contractors' business was trans- 
ferred to a company, and at that date 123 houses had 
been built on the firm's own land. None of those 
houses were transferred to the company, but were 
retained by the two brothers. By August 31st, 1954, 
seven of those houses, and also one plot of land, were 
sold, and subsequently to July 30th, 1958, a further 


fifteen houses and two plots of land were sold. On- 


the latter date one of the brothers died. 

Assessments under Case I of Schedule D were 
made in respect of the surpluses arising from the 
sales between September 1st, 1954, and July 3oth, 
1958, and the subject-matter of. the assessments was 
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stated to be “sales of property'. The Special Com- 
missioners decided that the houses and plots of land 
sold were part of the trading stock of a composite 


-N business carried on by the firm; and that after the 


transfer to the company on August 31st, 1949, those 
properties remained trading stock of a' part of the 
business retained by the firm; and that the surpluses 
arising on the sales were profits assessable under 
Case I of Schedule D. 

Held: there was no evidence to support a finding 
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éither that the firm carried on two trades, after the 
transfer to the company on August 31st, 1949, or 
that after that transfer the firm continued in business 
as building contractors; that the true conclusion 
from the facts was that the trade formerly carried 
on by the firm had ceased on the transfer to the 
company, and that the houses and land excluded 
from that transfer had been retained by the partners 
as investments; and that therefore the assessments 
should be discharged. 


THE INSTITUTE ОЕ. 
COST AND WORKS ACCOUNTANTS 


REPORT OF THE COUNCIL 


We reproduce below extracts from the forty-third annual report of The Institute 

of Cost and Works Accountants for the year ended December 31st, 1961, to be sub- 

mitted at the annual general meeting of members to be held at the Old Swan Hotel, 
Harrogate, Yorkshire, on Saturday, May 12th, at 10.30 a.m. 


Membership 


During the year, 595 persons were admitted to member- 
ship and after allowing for resignations, lapsed 
memberships and deaths, the total membership at 
December 31st, 1961, was 7,386, showing a. net 
increase of 510 over the previous year. 


Registered Students 


During the year there were 4,173 new student regis- 
trations, and after allowing for transfers to member- 
ship, resignations, lapsed registrations and deaths, 
there were 17,007 names on the stud nts' register at 
December 31st, 1961, as compared with 16,311 at the 
end of 1960. 


Institute Awards 


The Institute’s Gold Medal was awarded to Mr Ian 
T. Morrow, C.A., F.C.W.A., for outstanding services to 
the Institute and to the profession. 

The Institute's Silver Medal was awarded to Mr 
А. W. Muse, F.C.W.A., F.A.C.C.A., for long and meri- 
torious service to the Institute; to Mr Arthur Hopewell, 
B.A., M.P., C.A.(S.A.), F.S.A.A., F.C.W.A., for special 
services to the Institute and to the profession in South 
Africa; also, jointly, to Mr Cornelis Mollink, F.c.w.a., 
and Mrs Mona Mollink, a.c.w.a., for devoted service 
to the Institute in South Africa. 


Examinations 


The examinations were held in June and December 
1961, at thirty home and sixty-one overseas centres. 
A total of 11,346 candidates sat, including 2,114 


overseas. The comparative figures for the past six 

years are as follows: | 
1956 8,478 1959 .. 10,603 
1957 9,332 1960 «+ 10,797 
1958 .. 11,121 т9бх .. .. 11,346 


Branches 


Branch meetings continue to be the principal corporate 
activity of the Institute; the wide range of subjects 
upon which papers have been given, together with 
visits to factories, discussions, and other activities, 
indicate the widening field of knowledge sought by 
members. 

The branch affairs committee continually review 
the figures of attendance at branch meetings. Тће 
annual survey and analysis of programmes has been 
circulated to branch secretaries. À conference of branch 
secretaries was held in London in June; the value of 
these annual meetings was proved by the far-ranging 
discussion of numerous problems. 


Regional Conferences 


Conferences were held at the following places, the 
subjects and speakers being as shown: 
WOLVERHAMPTON — March 25th: 
‘Budgetary control in a medium-size business’, J. E. 
Smith, A.C.W.A. 5 
‘The effect on costs of policy and management decisions’, . 
С. Hanby, F.c.A., F.C.W.A. 


LzEDS — October 21st: 
‘Future trends in employee remuneration’, C. A. 
Herring, B.SC.(ECON.), F.C.W.A., M.INST.T. 
‘Research, development and other pre-production 
costs’, L. N. Norton, F.C.W.A. 


DuBLIN — November 4th: 
on the theme of . 
‘The measurement of performance in business’ 
‘The economic viewpoint’, Garret Fitzgerald. 
“The technical viewpoint’, H. H, Norcross, F.C,W.A. 


Lonpon — November 18th: 
on the theme of 
‘Planning for the trade cycle’ 
“National policy and Government action’, The Rt 
Hon. Harold Wilson, o.B.z., M.P, 
"The cost accountant’s role’, D. A. J, Manser, F.C.A., 
A.C.W.A. Š 
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` Overseas Centres 

The Council approved the appointment of an Assistant 
Secretary of the Institute for South Africa. Miss 
K. M. Davidson, 8.a., who previously served on the 
staff of the Institute in London as Deputy Examina- 
tions Officer, commenced duties in Johannesburg early 
in October. She will act as Secretary to the South 
African Council, and will provide a link between the 
five centres and two students' societies in the Republic 
of South Africa: 


` Thirty-second National Cost Conference 


The thirty-second national cost conference, held at 
the Connaught Rooms, London, was formally opened 
on the afternoon of Thursday, June ist, by the 
President of the Institute, Mr William S. Risk, 
B.COM., €.A., F.C.W.A. 

'The Rt Hon. F. J. Erroll, Minister of State, Board 
of Trade, then addressed the delegates, Лав talk being 

entitled “Britain: an exporting nation’. 
| In the evening, the President gave a reception at 
Merchant Taylors’ Hall in the City of London. 

On Friday, June 2nd, the President gave his presi- 
dential address which was followed by two technical 
papers, the first, entitled “The effective use of capital: 
fixed assets', was presented by Mr Ian T. Morrow, 
C.A., F.C. W.A., and the second on “The effective use of 
capital: current assets, by Mr W. L. Spalding, 
B.SC.(ECON.), C.A., F.C.W.A., F.C.LS. 

The Institute's annual banquet and dance was held 
at Тће Dorchester on the evening of June 2nd, when 
the principal guests were Dr Hilgard Muller, His 
Excellency the Ambassador for South Africa, and Mrs 
Muller, and Sir Harold and Lady Roxbee Cox. 


Institute Functions 


The President of the Institute, Mr W. S. Risk, gave a 
dinner party at the House of Commons, by courtesy 
of Mr Geoffrey Stevens, M.P., Е.С.А., on Wednesday, 
January rrth. 

Mr Risk gave luncheon parties at the Central Hotel, 
Glasgow, on Tuesday, March 14th; at the Queen's 
Hotel, : Birmingham, on Friday, March 24th; at the 
Institute on Thursday, April 27th, and at the Midland 
Hotel, Manchester, on Tuesday, May oth. 


Mr F. M. W. Hird, F.C.A., F.C.W.A., who became: 


President in June, gave luncheon parties at the 
Queen's Hotel, Leeds, on 'T'hursday, October 5th; and 
at the Grand Central Hotel, Belfast, on Friday, 
November 3rd. 

At the members’ dinner held in Grocers’ Hall, in 
the City of London, on Tuesday, October 31st, ‘the 
Lord Mayor of London, Sir Bernard Waley-Cohen, 
was the principal guest. 


Research and Technical Activities 


'The booklet entitled 4 Report on Marginal Costing, 
published on December ist, was very favourably 
reviewed. Nearly 1,600 copies had been sold by the 
end of the month. 

'The branch contributions on the 1959-60 research 
project “The rising incidence of overheads and their 
control’ were collated, and the first draft considered by 


the Research and Technical Committee in November. | 


Study continued -in the branches on the next 
research project “The profitable use of capital". 
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À meeting of branch research officers was held in 
Birmingham on March 11th. This meeting provided a 


most useful opportunity for members of the Research . 


and Technical Committee to meet the representatives 
of the branches. The exchange of views on Institute 


research materially helped to maintain enthusiasm for 


research by the branches. 

A week-end course on management accounting was 
held at Droitwich Spa from April 14th to 16th. Three 
papers were presented: *Management accountancy 
and its purpose’, by Mr В. Warwick Dobson, C.A., 


. F.C.W.A.; “How the techniques of management account- 


ancy should be used effectively for management', by 
Mr E. B. Bishop, F.C.W.A., Е.С.1.8., and “The function 
of management accountancy in the future and the task 
of the management accountant’, by Mr Ian T. Morrow, 
СА F.C.W.A. The chairman of the course was Mr G. C. 
Stone, F.C.W.A. 

Mr Derek du Pré, Secretary of the Institute, con- 
tinued to serve as honorary editor of the Bulletin of 
‘The British Conference on Automation and Computa- 
tion, and as a member of the Executive Committee of 
the Conference, Dr J. M. 5: Risk, в.сом., PH.D., С.А., 
F.C.W.A., F.C.LS., was elected a member of the Executive 
Committee of the Conference in September. 


w 


C 
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The first British Conference on the social and ` 


economic effects of automation, which the Institute 
assisted in sponsoring, was held at Harrogate from 
June 27th to 3oth, Dr Risk presented a paper on 
*Assessing the profitability of automation projects'. 
Mr K. S. Ayres, F.C.W.A., was chairman at one of the 
meetings, and Mr J. P. Wilson, F.C.W.A., F.C.LS., at 
another. 

The Council accepted an invitation to join in the 
activities of the National Productivity Year com- 
mencing in November 1962. Тће President, Mr F. M. 
W. Hird, consented to act as a Vice-Patron. 

Mr Ayres represented the Institute on the National 
Council for GABY and Reliability. 


Education and Training 


A number of branches again organized short courses 
for registered students. А new and successful venture 
was the No. г Area-week-end course for students 
arranged at 'T'he Queen's College, Oxford, in March. 

The Institute played a full part in the Commonwealth 
Technical Training Week which took place from 
May 29th to June 4th, under the patronage of H.R.H. 
'he Duke of Edinburgh. Members throughout the 
country took part in careers exhibitions, conventions 
and other functions. 

The Institute is now in touch with 130 companies 
having schemes for training registered students. 


The Council made a submission to the committee - 


set up under the chairmanship of Lord Robbins to 
consider the long-term development of full- time higher 
education. 


Summer School 


'ÜThe twelfth residential summer school was held at 
St Catharine's College, Cambridge, from September 
18th to 23rd. 

'The Council record their appreciation of the facilities 
provided by the College authorities and the excellent 
arrangements made by them for the summer school; 
also their cordial thanks to the speakers, chairmen and 
group discussion leaders. 


X 
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LONDON CHARTERED ACCOUNTANT 
STUDENTS' ANNUAL MEETING 


The seventy-ninth annual general meeting of The 
Chartered Accountant Students’ Society of London 
was held last Monday evening at the Chartered 
Insurance Hall, Aldermanbury, EC2, with the Presi- 
dent, Mr W. E. Parker, C.B.E., Е.С.А., in the chair. 

'The Committee's report for 1961, which was 
presented at the meeting, records a total membership 
of the Society at December 31st, 1961, of 9,257 — an 
increase of 435 over the 
year. Student members 
number 7,399. 

During 1961, the 
Society organized thir- 
teen lecture courses, in- 
cluding two week-end 
residential courses at 
Oxford and Cambridge. 
A meeting for newly 
articled clerks was held 
in January when 130 
students were welcomed 
by the President of the 
Institute, the President 
of the Society and the 
Chairman of the Com- 
mittee. In June, a supper 
was arranged for new 


Mr W. E. Parker 


members at which the President of the Society and the 


Chairman spoke on the Society's activities. 

The annual President's meeting in Guildhall was 
once again well attended when the Hon. George A. 
Diew, P.C, Q.C., LL.D., High Commissioner for 
Canada, gave an address on “The value of Common- 
wealth trade' (reproduced in The Accountant of October 
28th, 1961). Other activities included visits to banks 
and industrial undertakings and speakers' courses, 
while the major social activities were the annual dinner 
held at Grosvenor House (reported in The Accountant 


of December 16th, 1961) and Christmas and summer 


dances, . 


Committee Chairman's Remarks 


In seconding the reception of the Committee's report 
and accounts for 1961, the Chairman of the Committee, 
Mr Brian J. Arthur, A.C.A., said that the one bright 
spot in a rather sombre picture of poor attendances 
and increased costs was the continued expansion of the 
week-end courses at Oxford and Cambridge which had 
attained a total of over 500 students for the first time 
during 1961. He felt that the utmost effort was required 
to impress upon principals the importance of the wider 
professional education provided by the Students' 
Society. The recommendations of the Parker Report 
to this end were most welcome. All students were 
interested in the discussion and recommendations in 
this report, and members of one of the Society's social 
clubs had given their own opinions in the professional 
Press. He emphasized especially the proposal that the 
suggested introductory courses 'should be identified 


as part of the activities of students' societies'. It was 
up to the Society to show that it was fit to take part in 
this important development. 

He drew attention to the section of the Committee's 
report referring to the Students’ Centre, and empha- 
sized that, though the existing ‘Students’ .Club’ 
catered for social demands, they should not lose sight 
of the project for a real students’ centre under one roof. 

He thanked the editorial board which had recently 
produced the first number of the Society’s magazine, 
and the administration staff, the treasurer and the 
auditors for their work which made possible the whole 
running of the Society. 

After a number of questions had been answered, the 
meeting received the report and accounts and passed 
resolutions altering the Society’s annual accounting 
date from December 31st to April 30th and correcting 
the rule about half-yearly subscriptions. 

A motion was proposed calling for an additional 
annual levy of £1 1s on student members, not to be 
payable by principals but to be used to bring training 
under articles into closer parallel with training at 
universities. After considerable discussion, an amended. 
motion was accepted that the Committee give con- 
sideration to the proposal. An undertaking was given 
on behalf of the Committee to submit the proposal, 
after revision, to a referendum of the members and if 
the result were favourable, to consider calling a special 
general meeting to make the necessary alterations of 
the rules. 

The meeting then carried a motion adding to the 
Society’s objects clause a reference to education on the 
lines of university training, and also a further motion 
calling for more general sports facilities. 


Officers of the Society 


The following officers were re-elected with the thanks 
of the Society for their active support and encourage- 
ment in the past and their willingness to continue in the 
future: 


President: Mr W. E. Parker, C.B.E., F.C.A. 

Retiring Vice-Presidents: Sir Harold Barton, r.c.4., and 
Mr George R. Freeman, С.В.Е., F.C.A. 

Hon. Treasurer: Mr W. K. Wells, B.A., F.C.A. 


Hon. Auditors: Mr H. О. Н. Coulson, F.c.a., and Mr 
R. G. Leach, С.В.Е., F.C.A. 


The following elections to the Committee were made: 


Re-elected: Mr B. J. Arthur, a.c.a., Miss E. А. Hattley, 
Mr G. B. C. Hughes, M.A., A.C.A., Miss H. J. Minton, 
and Mr T. G. N. Sylvan. 

New Members: Mr W. J. H. Everitt, B.A., Mr D. 5. R. 
Finning, B.a., and Mr G. R. Freshfield. 


The meeting closed with a hearty vote of thanks to 
the President, Mr W. E. Parker, C.B.E., Е.С.А., for his 
friendly conduct of the meeting. 
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A monthly feature designed to keep readers – 
whether in practice or in commerce — abreast of the 
latest developments in the field of office equipment. 


New Accounting Machines 


HE addition of a new series of accounting machines 

has been announced by Burroughs Machines Ltd. 
Called the Series Е.бооо, the new line is specifically 
designed to handle the growing and complex require- 
ments of modern businesses. 

Available in over twenty-five standard models, with 
and without punched tape output, the F.6ooo has 
many other features which can be added to the standard 
models to enhance the flexibility of programming over a 
wide variety of applications. 

The new line incorporates the latest principles of 
advanced design plus impressive, modern styling and 
attractive colours. The machines are capable of produc- 
ing up-to-the-minute management reports in a form 
which makes it easy to analyse past results arid to 
formulate future plans more accurately. Applications 
include payroll, stores and order control, accounts 
receivable and payable and billing. 





Burroughs F.6000 Accounting Machine 


Dry Copying Process 


AT last October's Business Efficiency Exhibition 
considerable public interest was aroused by the 
Eichner Drycopy, on show for the first time in this 
country. The machine, which employs an unique 
process, is now generally available. 

Facsimiles of documents are produced by the use of a 
special carbon-like sheet and the application of infra- 
red heat. The original, a sheet of Drycopy paper and a 
piece of unsensitized copy paper are fed together into a 
slot in front of the machine which, within about four 
seconds, produces a dry, permanent and smear-proof 
copy. Production cost is about 4d for a quarto sheet, 
43а for foolscap, though, if the Drycopy paper is re- 
used (which is often possible) costs drop accordingly. 

The makers say that short-run offset litho plates 
produced by this method give service comparable to 
that provided by other means and, in addition, need no 
further processing such as fixing or etching. Spirit 
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duplicator masters can also be made direct from 
originals of any thickness. 

Аз in some other processes where heat is used, the 
machine will not copy from originals whose printing, 
writing or other ink has no metallic content. However, 
so many organizations now use these metal-containing 
materials that no serious inconvenience should result 
from this limitation. 


Price 589. 


T.S. (Office Equipment) Ltd, 


140-148 Borough 
High Street, London SEr. | 


Photocopier Selection Centre 


XCEPT at exhibitions, there is seldom an oppor- 
tunity to view several different makes of the same 
type of office machine in the same place. That such a 
facility is appreciated is demonstrated by the success 
of Conroy Copying Consultants who, after just over 
a year in business, have opened new and larger premises 
in central London. 
Visitors may see, examine and test about fifty 
different machines. Conroy claim that their staff are in 
a position to analyse requirements and circumstances 


and thereafter to give an unbiased recommendation. . 


of the right machine for each customer. : 

After a purchase is made, they will train customers' 
staffs to use the machine and guarantee to service each 
one bought from them every month for five years, free 
of charge. They will also maintain paper stocks at an 
agreed level. 


Conroy Copying Consultants Ltd, 35 New Caven- 
dish Street, London WI. : 


Compact Microreader 


SMALL, lightweight microreader is а boon to 
those who lack space or wish to use the instrument 


.in more than one place. Such a one is the new Ross 
‘ model, which weighs just over 22 lb. and is 17 in. high, 


8 in. wide and 13 in. deep. It is made by a company who 
specialize in optical equipment. 
Various easily clipped on attachments are provided 


- to adapt the viewer for 35 or 16 mm. roll film, micro- 
fiches or opaque microcards. Images, magnified fifteen 


times, are displayed on a 7 in. by o in. glass screen and 
can be studied without eye strain in normal day or 
artificial light. 


'There is a wide range of accessories which may be `’ 


purchased separately. These include an extension unit 
to increase magnification to X18, a photographic 
attachment with focus screen which accommodates 


-8$ in. Бу 63 in. document papers, extension arms, and a. 


carrying case (the instrument itself is fitted with a 
carrying handle). Some customers have already found 
the reader highly satisfactory for examining solid 
objects as diverse as watch gears, lace and medical 
charts written by an automatic pen. 

Alternative models run from 200-250v. or 100—130v. 
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A.C. mains; maximum current consumption is 24W. 

Price of the basic unit is £78 rss, and those of acces- 

sories range between about £3 and £8. 

ов Ltd, Clapham Common North Side, London 
4. 





Ross Microreader 


Economical Addressing 


HREE or four address labels may be prepared 
simultaneously by a new time-saving system known 


as Mail-Aids, These comprise sheets of perforated . 


gummed labels, in sets of three or four, interleaved 
with one-time snap-apart carbon, and available in 
boxes of fifty sets. 

This stationery could be most useful for applications 
whete, for example, an order is split into two deliveries, 
a customer's order is received and acknowledged at one 
address and filled from another, or a series of three or 
four mailings, without repeats, is sent out. Usually 
these and similar procedures require repeated typing 
of addresses, since the making of an address plate or 
duplicator master would not be economical. 

Goodstrack Ltd, Industrial Sales Department, 41—43 
King Street, Wallasey, Cheshire. 


A.D.P. at Low Cost 


АЕ data processing offers so many 
benefits in terms of increased efficiency and better, 
more accurate and more up-to-date information and 
paperwork that it cannot be disregarded by the business 
that wants to keep abreast of competitors. And costs 
are now so much lower that quite sophisticated methods 
are now within the reach of organizations with modest 
budgets. 

A case in point is an installation comprising an 
Addo-X book-keeping machine linked to an IBM card 
punch and used in conjunction with a card sorter. 
Capital cost of this equipment works out at around 
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£1,200 plus'a monthly rental of about £45 for the IBM 
machines. 

In a typical set-up, the book-keeping machine would 
be used in the normal way, while cards were punched 
automatically as a by-product of work on the keyboard. 
'These cards would then be mechanically sorted into 
any grouping required, and run through the punch 
again. The punch, which is programmed by a card, 
would automatically read selected columns of the cards 
and transfer the data back to the Addo-X which would, 
in effect, be operating as a slow-speed, small capacity 
tabulator. At the end of each group, a total would be 
taken and a summary card, for subsequent use for 
cumulative analysis, would be punched. 

Four other Addo-IBM systems are now available. 
Type r provides card punching only. Type 2, for 
punching only, has multiple posting facilities, provid- 
ing duplication of fixed data into related cards and zero 
proof facilities to test for zero at certain stages. Type 3 
1s similar to 2, but also includes reading; an alternative 
set-up provides for reading and tabulating only. Type 4 
permits normal punching operations from the ЈВМ 
keyboard, with simultaneous entry of one or two 
саси fields into the 4440-Х to provide batch control 
totals. 

Addo Ltd, 47-51 Worship Street, London ECz. 


Motorized Card Index 


ORE than 200,000 cards in 5 in. by 3 in. size are 

accommodated in the Super Elevator, an 
American-made motorized rotary file now available in 
this country. Also suitable for cards in many other sizes, 
the cabinet houses its contents in removable lightweight 
trays which are only 13 in. in back-to-front depth. 

'The open file front provides a working surface and 
knee space for the operator who brings any chosen 
section of the file to the working position by touching 
a button. 

Slight pressure on any part of a guard panel which 
runs the entire width of the file will stop the motor 
if the operator inadvertently starts it while working on 
records. 


Price on application. 
Sankey Sheldon Ltd, 22 Kingsway, London WC2. 





Super Elevator Rotary File 
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UNIVERSITY ACCOUNTING STUDENTS’ 
ANNUAL CONFERENCE 


The annual conference of the Association of University 


Accounting Students of the United Kingdom was: 


held recently in the Council Chamber of Bristol 
. University and was attended by members from 

Manchester, Liverpool, Sheffield, Cardiff and Bristol 
universities. 

The opening address was given by Mr R. Egarr, 
assistant city treasurer of Bristol Corporation, on 
‘The capital finance of local authorities’. He gave an 
interesting account of the sources open to local 
authorities for their capital finance and showed the 
need for a national lending agency to assist the small, 
but no less credit-worthy authorities. Many questions 
were asked, showing that this subject — little mentioned 
in the syllabus for the courses — was of considerable 
interest. 

At the dinner in the evening Mr S. V. P. Cornwell, 
M.C., M.A., F.C.A., who practises in Bristol and is also 
a lecturer at the University, gave a light-hearted 
address on ‘The lighter side of auditing’. 

On the second day.of the conference, Mr F. J. 
Weeks, F.C.A., chief accountant of W. D. & H. О. Wills 


Ltd, gave an address on ‘Profit planning and variances’ 
in which he dealt with the principles on which the 
internal control of a large undertaking was achieved 
and demonstrated the build-up of the costs. He also 
spoke on the problems of stock contro] with particular 
reference to tobacco. 

The fourth address was on ‘Income tax appeals’ 
given by an inspector of taxes from Bristol, who 
afterwards answered a considerable number of ques- 
tions from the audience. 


New Officers 

At the annual general meeting held during the course 
of the conference the following officers were elected 
for 1962-63: 

Chairman: Mr M. J. Mumford (Liverpool). 

Vice-Chairman: Mr C. Carter (Bristol). Е 

Hon. Secretary: Miss М. Pritchard, Dale Hall, Elms- 

wood Road, Liverpool 18. 

Hon. Assistant Secretary: Mr ]. Glover (Sheffield). 

Hon. Treasurer: Mr G. Mott (Bristol). 

Editor: Mr K. Lehrer (Manchester). 

Ноя. Conference Organizer: Mr J, L. Lichtner (Sheffield). 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs CHENNELL & Co, Certified Accountants, of 
3 St Peters Place, Brighton 1, announce that they have 
taken into partnership Mr GEOFFREY GILBODY, 
А.А.С.С.А., and Mr JULIAN JOURNEAUX, A.A.C.C.A., both 
of whom have been engaged with the firm for many 
years. They also announce that within the next few 
weeks they will be opening a branch office at 45 
Church Road, Burgess Hill, Sussex. 'This branch will 
be supervised by Mr H. F. H. SHARP, F.A.C.C.A., as 
resident partner although he will not be severing his 
connection with the present office. 

Messrs Нил, VgLLACOTT & Вашку, Chartered 
Accountants, of Belfast, announce that Mr У. CRAIG 
GARDINER, F.C.A., their senior partner, retired from the 
partnership on March 31st, 1962, after an association 
of forty-eight years with the firm. Mr A. MACDONALD 
GAMBLE, A.C.A., a senior member of their staff for 
some years, was admitted as a partner on April 156, 
1962. | 


Messrs Hupson Ѕмітн, Briccs & Co, Chartered ' 
Accountants, of Bristol and London, announce that 


Mr M. B. NicHoLs, F.C.A., and Mr C. G. I. Возе, 
А.С.А.,. were admitted as partners on April rst, 1962. 


On the same date Mr Rose was also admitted a partner 
in the associated firm of Messrs HENRY ANSTEY, 
Grover & Co, of Bristol, in which firm Mr NICHOLS 
has been a partner since 1954. 


Messrs ]озогумЕ, Mies & Co, Chartered Account- 
ants, of 28 King Street, London EC2, announce that 
Mr R. B. BARKER, F.C.A., retired from the partnership 
at his own request on April 5th, 1962. 


Messrs Kemp, CHATTERIS & Co and Messrs Hupson 
Smira, Briccs & Co, Chartered Accountants, of 
London and Bristol announce the formation of an 
associated firm under the name of Kemp, CHATTERIS, 
Hupson SMITH & Со, at St Swithin’s House, Wal- 
brook, London EC4, and St Giles House, 11 Quay 
Street, Bristol r. The partners in the associated firm 
are Messrs Lzonarp PeLLs, Автнџк D. WARDLE, 
C. Gorpon JoHNSTON and ALLAN D..INGLIS, of 
London, and Messrs ARTHUR L. BARNETT, WILFRED E. 
Dewpney, JOHN Вівкетт апа Jonn D. W. Marte, of 
Bristol. In furtherance of this arrangement the four 
London partners have retired from Hupson SMITH, 
Briccs & Со. The separate firms of Kemp, CHATTERIS 
& Co, and Hupson Эмттн, Brigas & Co will continue 
to practise under their respective names. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Messrs SiNGLETON, FABIAN & Со, Chartered 
Accountants, of London, announce that Mr Т. A. 
MORTON, F.C.A., who has been a partner for sixteen 
years, has withdrawn from the firn in order to take 
up commercial appointments. 


Messrs W. Vincent VALE & Co, Chartered Ac- 
countants, of 16 Waterloo Road, Wolverhampton, 
announce the retirement of their senior partner, Mr 
H. В. Harper, F.C.A., who has beer: associated with the 
practice for forty-eight years. As from April 8th, 1962, 
Mr M. H. GILBERT, a.c.a., has been taken into 
partnership. Mr GILBERT has been a senior member of 
the staff for a number of years. The name of the firm 
remains unchanged. 


Мк R. S. WALDRON, F.c.a., and Mr R. G. CHANDLER, 
D.F.C., F.C.A., who have been associated with Mr W. J. 
KENNY, F.C.A., announce with deep regret his death 
after an illness of some months. The practice founded 
by Mr KENNY, and carried on from 297 Dashwood 
House, Old Broad Street, Loncon EC2, is being 
continued by Mr WALDRON and Mr CHANDLER from 


.the same address under the style of KENNY, WALDRON, 


CHANDLER & Co, Chartered Accountants. 


Appointments 


Mr H. W. Archibald, a.c.a., has been appointed 
general manager of Lastex Yarn & Lactron Thread 
Ltd, an associated company of the Dunlop group. 


Mr D. E. Bristow, Е.С.А., bas been appointed a 
director of Aberforth Holdings Ltd. 


Mr H. Г. Cocks, r.c.4., has been appointed a director 
of Duncan Fox & Co Ltd. 


Mr John S. Dent, B.a., F.C.A., has been appointed 
chairman of Santa Rosa Milling Co Ltd. 


Mr Paul D. Irons, B.COM., Е.С.А., has been appointed 
a financial controller of William Бата & Co Ltd and 
will be primarily concerned with their industrial 
companies at their London office. 


Mr Ian C. McAllester, a.c.a., has been appointed 
secretary of English National Investment Co Ltd. 


Mr William J. Todd, A.C.A., Е.А.С.С.А., has been 
appointed general manager and secretary of the 
Belfast Co-operative Society Ltd, and Mr James G. 
McCay, A.C.A., has been appointed deputy general 
manager and assistant secretary. 


Sir Douglas Waring, C.B.E., F.C.A., has been appointed 
a director of Consolidated Tin Smelters Ltd. 


DOUBLE TAXATION: DEATH DUTIES 


Discussions were recently concluded in London 
between representatives of the Italian Ministry of 
Finance and officials of the Board of Inland Revenue 
on the making of a double taxation agreement on death 
duties, Agreement was reached subject to further 
consideration of certain points. 
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ESTATE DUTY 
Delivery of Inland Revenue Affidavits 


'The Board of Inland Revenue have announced that, 
in the case of persons dying on or after April хоћ, 
1962, where the total value of the property included in 
accounts 1 to 5 of the Inland Revenue affidavit is 
under £3,500 net and a domicile outside Great Britain 
is not claimed, the Inland Revenue affidavit should be 
lodged at the Principal Probate Registry ог a District 
Probate Registry without prior reference to the Estate 
Duty Office. 
Where the date of death is: 
(a) after July 29th, 1954, and before April roth, 
1962, the figure remains at £2,500 net; 
(Б) after April oth, 1946, and before July 3oth, 1954, 
the figure is £1,500 net. 


TAX RESERVE CERTIFICATES 


The Treasury has announced that Tax Reserve 
Certificates of the Ninth Series issued from April 
a8th, 1962, until further notice, under the terms of the 
prospectus dated: March 2156, 1961, will bear interest 
at the rate of 24 per cent per annum. 

The rate of. interest on certificates of the ninth 
series subscribed before April 28th, 1962, will remain 
unchanged. 


THE LEEDS, BRADFORD AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS 


Mr Thomas Whitehead Hibbert, F.c.a., has been 
elected President of The Leeds, Bradford and District 
Society of Chartered Ac- 
countants for 1962-63. 

Mr Hibbert, who was ad- 
mitted to membership of the 
Institute in 1935, is the first 
accountant in industry to be 
elected President of the 
Society. He is assistant man- 
aging director of Jeremiah 
Ambler Ltd, Bradford, and 
serves on the executive com- 
mittee of the Employers' 
Council, is a director of the 
Worsted Spinners! Federa- 
tion and a governor of the 
Works Study Centre for the wool industry. During 
the war he served for six years at home and abroad 
with the Duke of Wellington's Regiment, from which 
he retired with the rank of Major. 

He has been a member of the Society's committee 
since 1953. 

Other officers elected for the ensuing year are as 
follows: f 

Vice-President: Mr G. D. Paterson, M.A., F.C.A. 

Hon. Secretary: Mr James Whitehead, F.c.a., City 
Chambers, Infirmary Street, Leeds 1. 

Hon. Treasurer: Mr T. L. Waring, B.A., F.C.A. 





Mr T. W. Hibbert 


MO TOR — FI R E —— CONSEQUENTIAL LOSS 


CAR & GENERAL 


83 PALL MALL, 





TD 


INSURANCE 
CORPORATION 


LONDON, SW1 


592 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


List of Members 1962 


The 1962 edition of the List of Members of The 
Institute of Cost and Works Accountants has now been 
published. The format has been greatly improved by 
the use of a new type face which enables the geo- 
graphical section to be included in double column 
style as opposed to the previous single column form, 
the bulk of the volume being thereby reduced. This 
slimming process has been continued by an increase 
in the overall page size. These innovations facilitate 
ease of reference to the year-book. 

The book extends to 306 pages and contains in- 
formation about the Institute's branches, sub-branches 
and students’ societies, and its seven ‘centres’ in South 
Africa and Southern Rhodesia. Other information 
includes the names of past presidents and the composi- 
tion of the Council and the Institute's committees. 


CITY DISCUSSION GROUP 


'The next meeting of the City Discussion Group of 
Chartered Accountants will take place-on Wednesday 
next, May oth, at the 'l'iger "Гауегп, 1 Tower Hill, 
London ЕСт, at 6 o'clock for 6.30 p.m. The topic for 
discussion will be “The 1962 Finance Bill’, introduced 
by Mr B. C. Dixie, F.c.a. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading and prayer 
will be.held at т p.m. on Monday, May 7th, in the 
vestry of St Mary Woolnoth Church, King William 
Street, ЕСз. The scripture for reading and thought 
will be 2 Kings, Chapter 4, verses 1 to 7 (The resources 
of the Spirit). 


DEFENCE BONDS: CONVERSION OFFERS 


The Treasury has announced that a conversion offer 
will be made to holders of 3 per cent Defence Bonds 
(Conversion Issue) issued on September rst, 1952 and 
maturing on September ist, 1962, of which £9 million 
are outstanding. | š 
'These holders will be invited to exchange their 
holdings into 5 per cent Defence Bonds (Conversion 
Issue) on September rst, 1962. Holders who accept 
will receive a final interest payment of six months’ 
interest at 3 per cent per annum on September rst, 
1962. Acceptance of the offer of conversion will not 
involve any break in the holders! encashment rights. 
If the offer is not accepted, interest on the maturing 
bonds will cease with the payment due on September 








ASSURANCE : 








THE 
ACCOUNTANT 








May 5th, 1962 


ist, 1962. The list of acceptances will be closed on 
June 13%, 1962. 

They also announce that a conversion offer will be 
made to holders of 3 per cent Defer.ce Bonds purchased 
between March 15th, 1952 and August 30th, 1952, and 
maturing on September 15th, 1962, of which £2°7 
million are outstanding. . 

'These holders will be invited to exchange their 
holdings into 5 per cent Defence Bonds (Conversion 
Issue) on September 15th, 1962. Holders who accept 
will be paid interest at 3 per cent per annum on Septem- 
ber 15th, 1962, for the period from March rsth, 1962 
to September 14th, 1962. Acceptance of the offer of 
conversion will not involve any break in the holders’ 
encashment rights. If the offer is not accepted, interest 
on the maturing bonds will cease with the payment due 
on September 15th, 1962. The list of acceptances 
will be closed on June 15th, 1962. 


ASSOCIATION FOOTBALL 


The Birmingham Chartered Accountants’ annual 


inter-office association football tournament was won: 


by Messrs Bowker, Stevens & Co, who defeated a 
team drawn from the combined offices of Messrs 
Heathcote & Coleman and Charlton & Co, 3-2 in a 
match played on April 15th. 


REVENUE PAPER 
Easter Sittings, 1962 


The following cases are down for hearing during the 
Easter Term: 


House or Lorps 
Pilkington and Another v. C.I.R. 
C.I.R. v. Henry Ansbacher & Co. 


Court OF APPEAL 
C.I.R. v. The Stafford Coal and Iron Co Ltd. 
Brogan v. The Stafford Coal and Iron Co Ltd. 
Spencer v. С.Т.В. 
Garside v. C.I.R. 
C.H.W. (Huddersfield) Ltd v. C.I.R. 
E.Y.L. 'Trading Co v. C.I.R. 
Butter v. Bennett. 


Нісн Court (Chancery Division) 
C.I.R. v. Verdon-Roe. 
Thomas v. Brooke. 
C.I.R. v. Scott. 
Binns Ltd v. С.В. 
Procter 2. Reid. 
Musker v. English Electric Co Ltd. 
C.I.R. v. English Electric Co Ltd. 
Jennings v. Barfield & Barfield. 


Accountants аге 
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Finance Bill Debate 


N reviewing the contents of the new Finance Bill two weeks 
је we forecast that something not already in it would soon ђе 

added; a clause setting right the somewhat inept drafting of 
the penalty provisions in the Finance Act, 1960. Closing the debate 
on the second reading of the Bill on May 3rd, THE ATTORNEY- 
GENERAL told the House of Commons that a decision of the 
Divisional Court showed that the language of the 1960 Act *was 
not fully effective to make the new [penalty] code apply in relation 
to taxpayers who defaulted before the passage of that Act'. He was 
referring, of course, to the case of Fysh v. Martin which we re- 
viewed two weeks ago. 

THE ATTORNEY-GENERAL said that, on appeal, the decision of 
the Divisional Court might be reversed but some time would 
elapse before that could happen. Accordingly THe CHANCELLOR 
OF THE EXCHEQUER had come to the conclusion that the matter 
should not be left in doubt and that it should be dealt with in the 
current Finance Bill. He said that the CHANCELLOR would accord- 
ingly be tabling a new clause and added, with understandable 
caution, that it would be ‘designed’ to secure the desired result 
beyond further question. It seems very unfortunate that Parliamen- 
tary time should have to be wasted in this way over a simple 
drafting matter. Moreover, not only Parliamentary time will be 
wasted, for it seems clear that back duty settlements cannot be 
arrived at in the present state of doubt; and there is no guarantee 
that the proposed clause will be passed in its original wording, 
even when that wording is known. 

Referring to a member’s observation on the lack of speeches in the 
debate directed to the contents of the Finance Bill itself, THE 
ATTORNEY-GENERAL commented that one reason was the fact that 
this year a White Paper had been published explaining the clauses 
in a major part of the Bill, so that there had been less seeking for 
explanations in the House. Referring to the suggestion that a 
White Paper should cover all the contents of each Finance Bill, 
THE ATTORNEY-GENERAL said that this would involve great 
difficulty. Тће drafting of the White Paper would have to proceed 
side by side with the drafting of the Bill; it would have to be pub- 
lished on the same day, ‘with the clauses in the right order as well’. 
We would add that there is also the difficulty that the draftsman 
is sometimes surprised to find that his Bill means something 
different from what he meant it to mean. 

Opening the debate, THE CHIEF SECRETARY TO THE TREASURY 
gave a brief but lucid explanation of the new Case VII tax. He 
dealt with the point to which we referred when we reviewed the 
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Bill, namely, the illogicality of taxing the switching 
profits of mutual assurance companies. The raison 
d'étre of the new provisions is to tax what the 
Government have called 'spendable income’. 
Hence the comparatively short period within which 
property has to be bought and sold if the profit is 
to attract Case VII tax. In this context it is absurd 
to tax mutual insurance companies on their 
short-term gains, for they hold the profits on 
trust for the policy-holders and of course the 
policy-holder does not receive them until his 
life assurance matures. Indeed, profits on a with- 
profits assurance policy are the antithesis of short- 
term gains. Ме HENRY BROOKE told the House 
of Commons that a deputation had already been 
received on this topic. THE CHANCELLOR OF 
THE EXCHEQUER’ was considering the matter, 
and Mr BROOKE expressed. the hope that it would 
not prove to be an insuperable difficulty. 
There should be no difficulty at all in drawing 


the provisions in such a way that mutual. 


insurance companies are not taxed. No doubt the 
-true answer is that the draftsmen did not think 
of this aspect. There is, of course, no specific 
mention of insurance companies. The difficulty 
arises because the Bill naturally exempts income 
which is already taxéd under Case I; mutual 
insurance companies do not pay Case І tax. .. 

Mr ВЕООКЕ had a word to say about the new 
inquisitorial powers in clause 15 (5). He denied 
that there was any unjustifiable breach of 
confidentiality in the subclause. He put the 
object of the subclause in this way: 


‘If the Inland Revenue thinks that a false return 
has been made it can ask for simple factual infor- 
mation, that is to say particulars of purchases 
or sales іл which the agent concerned has acted 
on behalf of a named client. There is no ground for 

_ suggestions I have heard that various inquiries — 
for example, into advice given. by an agent to his 
client about transactions...’ 


Here he was unfortunately interrupted by а 


question about the length of time during which 
a stockbroker would have to keep records. 
However, it does seem that there is at present no 
intention to have the Inland Revenue asking 
accountants and other tax advisers about advice 
they have given in relation to short-term trans- 
actions. That being so, one is tempted to ask why 
clause 15 (5) has been so worded as to give power 
to require information from any person who has 
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acted on behalf of the taxpayer 'in connection 
with any acquisition or disposal of assets by that 
person”. The phrase “in connection with? is just 
about as wide a phrase as could possibly be used, 
and would certainly cover the giving of advice 
in relation to the transaction. 

There was a half-hearted attempt from tie 
Government to defend the absence from the Bill 
of any implementation. of the CHANCELLOR’s 
promise to abolish Schedule А tax on owner- 
occupiers. He gave the promise in order to restrain 
owner-occupiers from appealing against the new 
rating assessments which will be going out duriag 
the coming year, and which will be based on the 
full value. As there is no definite statement in 
the Bill that Schedule A will in fact be abolished, 
or even reduced, owner-occupiers may deem it 
wiser to ignore the CHANCELLOR's oral assurance. 
It is clear that if a Schedule A revaluation dces 
take place, then assessments on owner-occupier 
residential property will follow the then existing 
rating assessments. An owner who fails to appeal 
against his rating assessment (on which the rate of 
tax is usually much higher) may jeopardize his 
prospects of keeping the Schedule A assessment 
within bounds. f 

'The point was made in the House, as it has 
often been made in the past, that changes in 
estate duty law have in one sense a retrospective 
effect, in that they cover property acquired befcre 
the Budget. However, THe ATTORNEY- GENERAL 
rejected. a plea that immovable property abroad . 
which had been acquired before Budget day 
should not be subject to the new rule bringing it 
into charge to estate duty. Эта REGINALD pointed 
out that when estate duty was first imposed in 
1894, it applied to all property (apart from foreign 
land) whenever it was acquired. No one criticized 
the present proposal to allow relief in respect of 
foreign property, movable or immovable, where 
the property has borne duty in the country of 
situs. Nor did anyone criticize the increase in the 
minimum estate, from £3,000 to £4,000. There 
is no doubt that a great deal of unproductive 
administrative time is dévoted to small esta-es 
at the margin, and this new increase is unlikely 
to cost much in real terms. The time is also ripe 
for an increase in the single and married income 
tax personal allowances, for they have got out of 
line with the present value of money and standard 
of living. 
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On a Teaching Vocation 


by T. E. GAMBLING, B.Com., A.C.A. 
Lecturer in Accounting, University of Birmingham 


HILE reading Professor Baxter's con- 
cluding remarks in his article on the 
Parker Report in The Accountant of 
January 2oth, I recollected my own entry into 


teaching. When a qualified accountant announces 
his intention to take up teaching, the reactions of 


. his colleagues do not seem to differ very greatly 


~ 


< 


from what they might have displayed had ће pro- 
posed to enter a monastery! A high degree of 
vocation is needed for both callings, so this may 
not be too inappropriate; but since the puzzled 
concern felt by one's friends in such cases pro- 
ceeds largely from complete ignorance of the 
issues involved, it seemed to the writer to be a 
useful piece of work to prepare an abbreviated 
apologia pro vita sua, setting out some of the facts 
about the work and prospects of a teacher. 


Misconceptions 


'The lack of awareness of the possibility of a 
teaching career for a qualified accountant is in 
part due to misconceptions as to the nature of the 
work and its rewards; however, an even greater 
cause is the apparent disbelief of some account- 
ants that their art is capable of being taught at all. 
a They feel that since accounting is a practical sub- 
“ject, it can only be acquired through practical 
experience and therefore that theoretical instruc- 
tion can count only for very little. Mention must 
also be made of Mr R. J. Carter’s article on this 
topic which appeared in The Accountant of April 
7th; this was a forthright statement of the tradi- 
tionalists’ point of view, and it is a good thing 
that it should have been so forcefully expressed 
that the reader is left in no doubt as to the nature 
of the dispute about the method of professional 
training. It is very tempting to think of the heart 
of our professional expertise as an arcanum of 
wisdom of such a refined nature that it can only 
be acquired by a sort of osmosis. This seems to 
me to be a denial of the existence of any sort of 
scientific basis for accountancy. The account- 
ancy profession is not alone in this; the engineer- 
ing trades were firm believers in the superior 
virtues of 'sitting next to Nellie' over technical 
instruction until comparatively recently, and even 
now one.still sees evidences that suggest that the 


current reverence for technological education in 
industry may be little more than lip-service in 
the case of many firms, both large and small. 

Without for a moment denying the essential 
part that the practice of acquired knowledge must 
play in the training of anyone who proposes to 
use his art in the field, whether as doctor, engineer 
or accountant, I want to place on record my own 
conviction that it is a logical proposition that any- 
thing which it is possible to learn must be capable 
of being taught, and that practice can only use- 
fully be undertaken after adequate instruction. 

Some practitioners might argue that at least, in 
some instances, the trouble is that the practical 
experience and knowledge of the teachers them- 
selves is inadequate and that their instruction: 
requires amplification and even correction in the 
course of practical experience. It may well be that 
no accountant can have had practical experience 
of absolutely everything, and thus the teacher of 
accounting can find himself in the position of one 
man trying to teach the equivalent of all branches 
of medicine and surgery. This dilemma is not 
confined to the teachers alone in our profession 
and one sometimes feels that our lack of special- 
ization, especially at the humbler levels, leaves us 
with all the vices and virtues of the horse-and- 
buggy age of medical practice. 

However, it was not so very long ago that 
medical schools did in fact consist of one or two 
people telling the students all they needed to 
know, and it is on the foundations which they laid 
that the present structure of medical knowledge 
has arisen. There is a very great need for more 
teachers of accounting, certainly in technical and 
commercial colleges; in these institutions the 
expansion of accounting studies has been very 
marked in the last few years and is likely to con- 
tinue as the ‘bulge’ starts to make itself felt and 
more and more firms release their commercial 
apprentices for day-time study. А fair proportion 
of a teacher's time is taken up with non-specialist 
students following general business administra- 
tion courses, or alternatively, as part of courses 
in mechanical engineering and so on. It is import- 
ant that this type of course should be in the hands 
of well-qualified and experienced accountants. 

I hope I shall not offend any former colleagues 
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too greatly in suggesting that the demand for 


good-quality financial accountants is even more ` 


acute than for cost and works accountants. The 
world of university teaching in this subject is at 
the moment a small one and detailed comment 
on ‘trading prospects’ should perhaps be avoided. 
Nevertheless, it is probable that opportunities of 
entry into this branch of teaching will also arise 
from time to time. Certainly some dramatic 
developments would be seen if the profession 
extends its use of the Joint Scheme for the training 
of our articled clerks. 


Teaching Qualifications 


When a member of the profession first considers 
his suitability for a teaching post he has to give 
some thought to the training and qualifications 
° required. Apart from professional qualifications 
and very adequate experience (students are very 
adept at discovering any substantial lacunae, if 
they exist), the exact requirements are not fixed, 
as regards further education at least. 


Local education. authority colleges, as а rule, 


like a candidate for a lectureship to have taken a 


one-(academic)-year course at one of the training ^ 


colleges in Huddersfield, Bolton and London that 
prepare technical teachers for further education 
work. This is a fairly serious step to take, because 
although suitable candidates will . receive а 
reasonable grant-in-aid, a married man is still 
likely to suffer some loss during the months of 
training. However, they are also prepared to 
accept a moderate period of part-time teaching in 
lieu of formal teacher training. Moreover, in view 
of the extreme shortage of suitable material, I 
should be telling something less than the truth 
if I did not add that appointments are occasion- 
ally made without these formalities if the candi- 
date can in some other way demonstrate a genuine 
interest and probable ability in teaching. 

As regards university appointments, apart from 
a decided preference for graduate members, it is 
probable that a modest history of publications 
and, were it possible, research experience would 
be an asset. 

A word might be said on the sources from 
which an inquirer might obtain detailed informa- 
tion on these matters. The local education 
authority is invariably glad to give details of part- 
time teaching opportunities, as well as advising 
those anxious to take up teacher training. The 
various training colleges themselves advertise in 
the professional Press from time to time and'some 
of the vacant appointments in local education 
authority colleges are also advertised in these 
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periodicals. However, another source of these . 


advertisements is in the back pages of The Times 
Educational Supplement and perhaps in Technology 
(for advanced colleges). University appointments 
are sometimes to be found in The Times Educa- 
tional Supplement and the professional Press, but 
more often perhaps in such dailies as The Times 
and The Guardian, and in The Observer. 


Salary Prospects . 
The struggles of school teachers to improve their 
conditions have, I fancy, had an adverse effect 
on recruitment of technical teachers of all sorts. 


> 
k 


Technical teachers have their own Burnham . 


‘technical’ scale which is linked with the main 


scale in that the lowest grade on the technical 
‘scale is the same as the basic grade on the main 
scale. Thus the ranks at which accountants are : 
- likely to be appointed are substantially above the 


basic grade for school teachers, and in any case 
practical experience over the age of 21 is usually 
taken into consideration when arranging a start- 
ing salary; moreover, a professional qualification 
will often be accepted in lieu of a degree in those 
grades where graduates get an additional allow- 
ance. 

Following the recent and well publicized pay 
rise for teachers in the local education authority 
service, I personally would hazard a guess that the 
salaries of these accounting teachers are not much 
below the income which they might have received 


- in industry or practice; that is not to say a further 


claim.is necessarily inappropriate, to the extent 
that outside salaries. continue to rise and that 


above-average personnel is required for teaching. . 


The additional income possible from incidental 


sources such as authorship, examinership and, 


consultancy should be borne in mind, as these are 


encouraged and in some cases they may be sub- . 
| stantial, ‘Fringe benefits’ of the generally accepted 


‘company car’ type are rare, but the vacations and . 


opportunities for overseas visits should not be 
overlooked. 

In conclusion, at the risk of joundias like a 
latter-day Mr Chips, there are many non-financial 
compensations in the career of a teacher. Unlike 
other teachers, an accountancy lecturer has the 
facility to follow the careers of his students from 
year-books if not from personal acquaintance ; and 
even after comparatively few years in the teaching 


profession, I can already see quite a few of ту 


‘young men’ at least on the first steps of sound ` 


professional careers. There is a sense of having 
achieved something of very real benefit for ore 5 
profession. 


~ 
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Terms used in Published Accounts 
of Limited Companies- II 


ISSUED BY THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


CURRENT ASSETS 


HE heading ‘current assets’ is used almost 

invariably. Some companies deduct the total of 

current liabilities from the total of current assets. 
Where a description is given for the resulting net figure, 
it is most frequently called ‘Net current assets’, 
although occasionally it is called “Working capital’. 


Suggestions 
72. (а) The heading CURRENT ASSETS is appropriate. 
(b) If current liabilities are deducted from current 
assets, the resulting balance may be described as 
NET CURRENT ASSETS, or CURRENT ASSETS LESS 
CURRENT LIABILITIES, : 


Stock-in-trade and work in progress 

73. Stocks are frequently shown as “stocks', ог 
‘stock-in-trade’ or ‘stock on hand’. Work in progress 
is sometimes referred to, usually by the addition of the 
words fand work in progress', but occasionally as a 
separate item. Тће accounts examined for the purpose 
of preparing this document were, however, all issued 
prior to the Council's Recommendation 22, Treatment 
of Stock-in-trade and Work in Progress m Financial 
Accounts,+ which is now having its effect on company 
accounts. 


74. Recommendation 22 makes special reference to 
the description of these items in the annual accounts. 
In particular the following should be noted in addition 
to the suggestions below: 

“The expression “market value" does not indicate 
whether it implies net realizable value or replace- 
ment price and is therefore not regarded as an 
appropriate description. Such terms as “tat or under 
cost" or “аз valued by the company’s officials" are 
also not regarded as suitable. 


75. The following suggestions, after paragraph (a), 
are based on the advice given in Recommendation 22. 


Suggestions 

76. (a) А simple description such as STOCK or STOCK-IN- 
TRADE 7s normally adequate unless there is a 
material amount of WORK IN PROGRESS or of 
consumable STORES in which case these words 
may be included in the description. If the total is 
sub-divided into its component parts, an appropri- 
ate description should be applied to each separate 

. amount. 
(b) Where the amount carried forward for stock is 
material in relation to either the trading results 
or the financial position, the descriptions should 


Paragraphs 1~70 of these notes were reproduced in last 


` week's issue. 


1 Reproduced in The Accountant of November 19th, 1960. 


indicate concisely the manner in which the 
amount has been computed. Normally suitable 
descriptions, in the appropriate circumstances, 
might (subject to (c) below) be: 
` AT COST 
AT THE LOWER OF COST AND NET REALIZABLE 
VALUE 
AT THE LOWEST OF COST, NET REALIZABLE 
VALUE AND REPLACEMENT PRICE 
AT COST LESS PROVISION TO REDUCE TO NET 
REALIZABLE VALUE (or TO THE LOWER OF NET 
REALIZABLE VALUE AND REPLACEMENT PRICE) 


(c) The use of the word ‘cost? may require an explana- 
tion (possibly by way of note) of the extent to 
which overhead expenditure is included. 

(d) Where the basis of the amount shown for stock 
ts of a special nature, appropriate descriptions 
should be used, for example, in a rubber producing 
company: | 

RUBBER ON HAND AT PRICES SINCE REALIZED 
LESS SELLING COSTS 


Debtors 


. 77. There is considerable variety in the description 
of debtors including ‘Debtors’, ‘Sundry debtors’ and 
“Trade debtors’, with or without the inclusion under 
the same heading of particular items such as ‘Bills 
receivable’, ‘Claims’, ‘Interest accrued’, ‘Prepayments’ 
and ‘Payments in advance’. 


78. It would appear that prepayments, although not 
strictly debtors, are included generally without separate 
narration. 


79. It is not the general practice to record that bad 
debts have been written off or that a provision has 
been made for doubtful debts, but this is sometimes 
done by reference to the deduction of provisions for 
‘Doubtful debts’, for ‘Bad and doubtful debts’ or for 
‘Discounts’. 

Suggestions 
80. (а) The single word prEBTORS or the expression 
AMOUNTS RECEIVABLE is adequate to cover all 
amounts receivable in the ordinary course of 
business and may be used without additional 
wording if this is the only material category of 
debtor. 

(b) If, however, there is more than one category, the 
word DEBTORS may need amplification and for a 
trading company the expression TRADE DEBTORS 
тау be used where appropriate. Suitable descrip- 
tions for other material items are: 

PREPAYMENTS ; 
LOANS е " 
BILLS RECEIVABLE 
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(c) Reference to the deduction of provisions for 
discounts and doubtful debts is usually unnecessary 
unless the amounts are of special significance. 


Tax reserve certificates 


81. Тах reserve certificates are generally shown as a 
separate item and so described. 


Suggestion 
82. TAX RESERVE CERTIFICATES should be so described. 


Liquid resources 


83. The general practice is to group together bank 
balances and cash in hand. 

84. Bank balances are frequently described as *Cash 
at bank’ or ‘Cash at bankers’. No less frequently these 
are described as ‘Balances at bank’ or ‘Balances with 
bankers’, Sometimes the wording is amplified by 
reference to particular descriptions such as ‘Cash in 
hand, at bank and at short notice’, ‘Deposits, bankers’ 
balances, cash and Treasury bills’, and ‘Money at call 
and short notice’. 


Suggestion 
85. Suitable descriptions are: 
TREASURY BILLS 
MONEY AT CALL AND SHORT NOTICE 


BANK BALANCES AND CASH Or Gf t there is no bank 
balance) CASH " 


Investments 

86. In addition to the matters referred to in para- 
graphs 71 to 85 above, current assets may also include 
investments dealt with below. 


INVESTMENTS OTHER THAN INTERESTS 
IN SUBSIDIARIES 


Trade investments : х 


87. Trade investments are sometimes classified às 
fixed assets and less frequently as current assets; but 
generally they are shown under a separate intermediate 
heading. 


88. The words ‘trade investments’ are most com- 


monly used without further description, although there 
is a considerable variety of terms less frequently used 
of which the following are examples: 


“Trade and other investments’ 
“Investments in associated companies' 
"Trade investments: 
Shares (quoted) 
Shares (not officially quoted) 
Loans' | 
‘Shares in and loans to associated companies’ 


“Trade interests: 
Shares 


Advances' 


In some accounts they are grouped with subsidiary 
companies as in the following example: 


‘Investments: 
Shares in subsidiary companies 
‘Trade investments’ 
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89. The terms generally used for stating the method 
of arriving at the amount of the trade investments are 
‘at cost’, ‘at valuation’, ‘at directors’ valuation at......... ха 
Where provision has been made for diminution in 
value, this is usually described as ‘amount written off’, 
‘provision for depreciation’, ‘provision for losses’, or 
‘provision for fall in value’. Paragraph 4 (3) of the 
Eighth Schedule to the Companies Act, 1948, would 
not be complied with if the amount of such provision 
is not shown where the investments are fixed assets, 
for example, if the asset is stated ‘at cost less amount 


` written off’ without the amount written off being stated. 


Suggestions 


P 


90. (a) The description TRADE INVESTMENTS is normally 


appropriate. Where a company has investments 
representing substantial but not controlling 
interests in other companies or undertakings, 
particularly where the company has a right to 
appoint its own representatives to take part in 
the management, these may be described as 
ASSOCIATED COMPANIES under the general 
heading TRADE INVESTMENTS. 

(5) One of the following expressions would normally 
be appropriate for stating the basis on which 
trade investments are shown in the accounts: 

AT COST š 
AT COST  .. uk Зе 26 


Less AMOUNTS WRITTEN OFF £ 





AT DIRECTORS’ VALUATION (with а note of the 
date of the valuation where it is not the 
balance sheet date) 


AT MARKET VALUE 


Investments other than trade investments 


91. Investments other than trade investments may 
be classified as fixed or current assets according to their 
character or the circumstances in which they are held. 
Readily realizable investments which represent funds 
available but not immediately required for use in the 
business are generally classified as current assets; both 
quoted and unquoted investments are generally 
treated in this way. 

92. The following are examples of the many terms 


used to describe investments (in which connection the 
requirements of the Companies Act, 1948, particularly 


a 


= 
~ 


paragraph 8 (3) of the Eighth Schedule, are relevant): | 


*Quoted investments' 
‘Unquoted investments’ 
` ‘British Government securities’ 
‘Marketable securities’ 
‘Government and. trustee securities’ 
‘Investments: 
Quoted in Great Britain 
Quoted abroad 
Unquoted’ · 
. Investments quoted on a recognized stock exchange: 
British Government securities 
Other investments’ 
"Corporation loans’ 
. 93. Full details of the investments held are some- 
times given. 
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94. Paragraph 11 (8) of the Eighth Schedule to the 
Companies Act, 1948, requires the aggregate market 
value of a company's quoted investments (other than 
trade investments) to be shown by way of note where it 
differs from the amount of the investments as stated in 
the balance sheet. This applies whether the invest- 
ments are classified as fixed or current assets. 


95. The above-mentioned requirement to disclose 
the market value of quoted investments (other than 
trade investments) where this differs from the amount 
stated in the accounts means that there is no necessity 
(under paragraph 5 (1) (c) of the Eighth Schedule to 
the Companies Act, 1948) to show the method of 
arriving at the amount of such investments, even 
where these are classified as fixed assets. The method 
of arriving at their amount is not usually stated, but 


where it is stated some of the terms used, in соп-- .. 


junction with the statement of the market value, are: 
‘At cost? 
‘At or under cost’ 
‘At cost less amounts written off’ 
"ДЕ cost less surplus on realization' 
“At valuation at............. У 
‘At market value’ 


"The actual amount written off is rarely stated зераг- 


4 


ately. 


96. Where unquoted investments are classified as 
current assets the method of arriving at their amount is 
not required to be stated, but where they are classified 
as fixed assets paragraph 5 of the Eighth Schedule to 
the Companies Act, 1948, requires that the prescribed 
method shall be shown unless their market value, or if 
they do not have a market value their value as esti- 
mated by the directors, is shown either as the amount 
of the investment or by way of note. 


Suggestions 


97. (a) The single word INVESTMENTS 15 normally an 
appropriate description for investments (other 
than trade investments and investments in sub- 
sidiaries) amplified to indicate whether the in- 
vestments are ‘quoted’ or *unquoted'. The market 
value of quoted investments will also require to 
be shown. For investments classified as current 
assets suitable description would be: 


INVESTMENTS 
Quoted – market value £ 


Unquoted vs se % 





Sub-division may be needed to comply with 
paragraph 8 (3) of the Eighth Schedule. 

[Norz. – Paragraph 28 of the Eighth Schedule 
to the Companies Act, 1948, provides that the 
expression ‘quoted investments’ means an invest- 
ment as respects which there has been granted a 
quotation or permission to deal on a recognized 
stock exchange, or on any stock exchange of repute 
outside Great Britain, and the expression *un- 
quoted investments’ is to be construed accordingly.] 


(b) Jf investments are classified as fixed assets the 
prescribed method of arriving at the amount of 
unquoted investments must be stated, unless their 
market value, or šf they have no market value, 
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their value as estimated by the directors, is shown. 
The descriptions suggested in paragraph 9o (b) 
above (in connection with trade investments) 
would be suitable for the other investments 
referred to here. р 


GROUP INTER-COMPANY INTERESTS 


98. There are many variations in the descriptions 
which are applied to the interests of companies in their 
subsidiaries. The items concerned fall into five classes: 


(a) shares in subsidiaries 
(b) long-term debts owing from subsidiaries 
(c) current accounts and ‘other short-term debts 
owing from subsidiaries С » Dott me 
"(d) long-term debts owing to subsidiaries 
(е) current accounts and other short-term debts 
owing to subsidiaries. 


There is a further complication in that some or all of 
the amounts in classes (D), (с), (d) and (e) may be 
wholly or partly secured. 


99. Before dealing with the choice of terms used as 
headings when similar items are grouped, it is con- 
venient first to consider divergencies in the descriptions 
of the items themselves. 


Shares in subsidiaries 


хоо. Although most companies, in describing 
holdings in subsidiaries, refer simply to ‘shares’, others 
prefer to use such terms as ‘shareholdings’, ‘invest- 
ments’, and ‘investments in shares’, Some companies 
give full details of their holdings in subsidiaries. The 
method of arriving at the amount at which the shares 
are stated is usually given; for example, ‘at cost, less 
amounts written off’, ‘at cost’, or ‘as valued by the 
directors’. 
. Suggestions 
тог. (a) SHARES IN SUBSIDIARIES should be so described. 
(b) If the accounts give the basis used in arriving at 
the amount at which the shares are stated, one or 
other of the following expressions is generally 
appropriate: 
AT COST 
AS VALUED BY THE DIRECTORS (as on (date) if 
not the date of the balance sheet) 


COST LESS AMOUNTS WRITTEN OFF 


Amounts owing from and to subsidiaries 


102. Numerous expressions are used to describe the 
indebtedness of subsidiaries to their holding companies, 
and there is divergence of practice regarding the details 
of the indebtedness shown in the balance sheet. Some 
companies show aggregate amounts described by such 
terms as ‘Amounts owing from subsidiaries’, ‘Advances 
and current accounts’, or ‘Current and loan accounts’, 
and not infrequently such descriptions are amplified 
by a reference to the fact that the amount shown 
includes unpaid dividends, for example, ‘including 
dividends receivable’. 

103. Where there is more than one type of indebted- 
ness of subsidiaries, terms such as the following are 
used: ‘Debentures’, ‘Mortgage bond’, ‘Loans – 
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secured’, “Loans – unsecured’, ‘Advances on capital 
account’, ‘Capital loans’, ‘Current accounts’, ‘On 
current ‘account’, ‘Amounts due on trade account’, 
Often when a dividend receivable is included in one 


of the foregoing headings, specific reference is made ` 


thereto, but usually without mentioning the amount 
involved. There are, however, accounts which show 
as distinct items ‘Interest and dividends receivable’, 

‘Dividends declared-but not received’, ‘Dividend (since 
‚ received)’. 


104. Terms used to describe the indebtedness of 
holding companies to their subsidiaries are ‘Amounts 
owing to subsidiaries’, ‘Owing to subsidiaries’, 
‘Amounts due to subsidiaries’ or, used as а sub- 
heading under ‘Liabilities’, simply ‘Subsidiaries’. The 
fact that the indebtedness relates to ‘Advances’, or to 
‘Current accounts’ is sometimes mentioned. 


Suggestions 


105, (а) The expression AMOUNTS OWING FROM SUB- 
SIDIARIES may be used to describe the aggregate 
amount of the indebtedness of subsidiaries to their 
holding company. If more than one item is shown 
under this heading the кы are iiic of 
appropriate terms: 


CURRENT ACCOUNTS 

DIVIDENDS RECEIVABLE (or PROPOSED) (or 
SINCE RECEIVED) : 

LOANS 

MORTGAGES 

UNSECURED NOTES 


(b) The expression AMOUNTS OWING TO SUBSIDIARIES 
may be used to describe the aggregate amount of 
the indebtedness of a holding company to its 
subsidiaries. If more than one item is shown under 
this heading the following are examples of 
appropriate terms: 


CURRENT ACCOUNTS 
LOANS 
MORTGAGES 


(c) Where security has been given the addition of the 
word SECURED is normally adequate to comply 
with the requirements of paragraph 8 (9) of the 
Eighth Schedule to the Companies Act, 1948. 


~ 


Grouping of shares in subsidiaries with ` 
amounts owing to and/or from subsidiaries 

106. Examples of the expressions used to describe 
the aggregate amount consisting of shares in and 
amounts owing from subsidiaries (see paragraph r5 (2) 
of the Eighth Schedule to the Companies Act, 1948) 
are: ‘Shares in and amounts owing by subsidiaries’, 
‘Investments in and advances to subsidiaries’, ‘Sub~ 
sidiary companies’, ‘Subsidiaries’ and ‘Interest in 
subsidiaries’. | 


Suggestion ` 


107. Where the balance sheet of a holding company 
shows an aggregate amount consisting of shares in sub- 
sidiaries and amounts owing to the holding company, 
without deducting amounts, if any, owing by the holding 
company to subsidiaries, the expression SHARES IN AND 
AMOUNTS OWING FROM SUBSIDIARIES is an appropriate 
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heading. An adequate description of items grouped in 
this way is: 


SHARES IN AND AMOUNTS OWING FROM SUBSIDIARIES: 
SHARES £ 
AMOUNTS OWING £ 


DIVIDENDS RECEIVABLE (or PRO- 
POSED DIVIDENDS) š 





£ 
ro8. Some companies find it appropriate to show in 
their balance sheets the net amount invested in sub- 
sidiaries by deducting from the total of share invesc- 
ments in and amounts owing from subsidiaries, any 
indebtedness of the holding company to subsidiaries. 


Suggestion 


тод. Where amounts owing from the holding com- 
pany to subsidiaries are deducted from shares in and 
amounts owing from subsidiaries, the expression 
INTERESTS IN SUBSIDIARIES is suitable. An adequate 
description of items grouped in this way is: 


INTERESTS IN SUBSIDIARIES; 


SHARES .. + 
AMOUNTS OWING FROM SUB- 
SIDIARIES š TES 
DIVIDENDS RECEIVABLE loi PRO- 
POSED DIVIDENDS) .. ой 
DEDUCT: AMOUNTS OWING TO 
SUBSIDIARIES sod 





£ 


This heading is also suitable where no amount is owing 
from the holding company to its subsidiaries. 


Shares in fellow subsidiaries 


110. ‘Shares in fellow subsidiaries’ is the description 
usually found in the accounts of a subsidiary which 
holds shares in another subsidiary of the same holding 
company. 

Suggestion 
III. SHARES IN FELLOW SUBSIDIARIES should be so 
described. 


Amounts owing to or from the holding company 
and/or its other subsidiaries 


112. The balance sheet of a subsidiary may include 
amounts owing to or from its holding company or 
holding companies; and may sometimes include 
amounts owing to or from other subsidiaries of that 
holding company. 


Suggestion 


II3. Normal descriptions for ?he above-mentioned 
' items would be: 


AMOUNTS OWING FROM/TO (HOLDING) COMPANY 
AMOUNTS OWING FROM/TO FELLOW SUBSIDIARIES 


AMOUNTS OWING FROM/TO (HOLDING) COMPANY 
AND ITS OTHER SUBSIDIARIES 


AMOUNTS OWING FROM/TO GROUP · COMPANIES 


AMOUNTS OWING FROM/TO IMMEDIATE HOLDING 
` COMPANY AND OTHER HOLDING COMPANIES 


~ 
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PROFIT AND LOSS ACCOUNT 


Profit (or loss) balances 

. 114. 'The expressions employed to describe the 
principal item of income differ widely. In some 
instances the expression is confined to the words 
"Trading profits’, or the words ‘Manufacturing’ or 
‘Operating’ are used instead of the word ‘Trading’. 
Occasionally the words ‘Surplus on trading’ or ‘Deficit 
on trading’ are used. 


115. Where the account includes what is merely a 
balance struck before deducting’ certain outgoings 
shown in the accounts the description used is some- 
times “Balance on trading! which may or may not be 
amplified by words such as 'before dealing with the 
items in this account’ or “subject to the following 
items’ or “before charging amounts shown opposite’. 


116. Other amplifications of the description include 
references to: 


(i) outgoings deducted in arriving at the amount of 
the opening item in the account or the non- 
trading items included, for example, ‘including 
transfer fees, after deducting wages, salaries; . . .' 

(ii) provisions charged in arriving at the profit figure 

(iii) adjustments of prior year's income or non- 
recurring items 


117. Mining and plantation companies normally 
show sales and details of outgoings. 


118. Balances (or sub-totals) designated as ‘profit’ 
balances appear at various points in the same account 
and narratives including the word ‘profit’? sometimes 
recur at each successive stage as the account deals with 
taxation, outside shareholders’ interest, and exceptional 
items. The principal ‘profit’ figure is sometimes given 
before and sometimes after deducting tax and the other 
items mentioned above. Even in accounts in which the 
treatment is similar, the variation in terminology is 
considerable. 


119. The words ‘for the year’ are generally, but not 
invariably included in the description of the profit. 
The word ‘net’ is frequently used. The words ‘carried 
down’ or ‘carried to appropriation account’ are 
generally used in the double-sided form of profit and 
loss account. In some accounts there is no indication 
of whether the result is a profit or loss, for example, 
‘Balance carried down’. ' 

[Note. — No. 18 of the Council's Recommendations on 
Accounting Principles was not issued until October 1958. 
The practices referred to in the preceding paragraphs are 
now being superseded to an increasing extent by those 


` recommended by the Council] 


` 


Suggestions 
120. (a) One of the following expressions: 
~ TRADING PROFIT FOR THE YEAR 
OPERATING PROFIT FOR THE YEAR 
TRADING SURPLUS FOR THE YEAR 
is suggested as an appropriate description for 
trading companies for the principal item of 
income provided that it is stated after deduction 
of depreciation and all other trading expenses 
including those which are also disclosed separately 
in the accounts. 
(6) An appropriate description for the total of trading 
and non-trading income, less outgoings, is PROFIT 
BEFORE TAXATION. 
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(c) After charging taxation a suitable description for 
the resulting amount is PROFIT AFTER TAXATION. 


(d) Where applicable, the words Loss or DEFICIT are 
appropriate instead of PROFIT. 


(e) The use of the word ‘balance’, without further 
amplification, is not an appropriate description 
for significant amounts carried down or forward. 


1 
Depreciation 


121. Depreciation is most frequently indicated by the 
single word “Depreciation' although it is sometimes 
preceded by the words ‘Provision for’. ` 


122. Occasionally the analysis over various assets is 
shown, but more frequently the assets concerned are 
indicated without separate amounts being given, or the 
words ‘on fixed assets’ are included. Obsolescence is 
sometimes mentioned and the word ‘Amortization’ is 
occasionally introduced as an addition to the wording, 
not only for leaseholds and patent rights. Reference to 
provision for renewals or replacements is occasionally - 
added. 


Suggestions ` 


123. (a) The single word DEPRECIATION ¿s appropriate to 
describe amounts charged to provide for that part 
of the cost or book amount of a fixed asset which 
is not recoverable by an owner when it is finally 
put out of use by him. 

(b) Amounts written off mining properties, gravel-pits 
and similar wasting assets by reference to 
physical consumption may appropriately ђе 
described as DEPLETION. The word AMORTIZA- 
TION is appropriate for leaseholds and patent 
rights. 


(c) A suitable description of amounts charged with 
the intention of providing for the cost of renewals 
of fixed assets is PROVISION FOR RENEWALS. 


Directors! remuneration 


124. 'The expressions used to satisfy the require- 
ments of section 196 of the Companies Act, 1948, as 
to disclosure of amounts receivable by directors are 
seldom identical. The various items generally appear 
under a heading which is most frequently described as 
‘Directors’ emoluments’, although ‘Directors’ remu- 
neration’ is also used. Sub-headings giving the required 
distinction between amounts receivable for services 
as directors and those receivable for other services, 
generally appear under this heading; for а 


*Remuneration of directors: 
Fees 
Other emoluments' 


125. In distinguishing amounts receivable for services 
as directors the expression most commonly used is 
‘Fees’, although the additional words ‘as Directors’ or 
Чог services as Directors' are also found. 


126. 'There is a greater variation in the description of 
amounts receivable other than for services as directors. 
А frequently used expression is 'Other emoluments'. 
The word ‘Management’ or ‘Managerial’ is sometimes 
included. Words such as ‘Service in executive capaci- 
ties’ occur occasionally. The distinction is sometimes 
made in the form ‘as directors’ and ‘as executives’, 
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127. References to ‘Pension scheme contributions’ 
are found as part of amounts receivable other than for 
services as directors and also as separate items. 
Separate items also occur for ‘Pensions’ and ‘Com- 
pensation for loss of office’ as required in appropriate 
circumstances by section 196 of the Companies Act, 
1948. | 

Suggestions 
128. (а) One of the terms DIRECTORS’ REMUNERATION оу 
DIRECTORS’ EMOLUMENTS is appropriate. 


(b) In a consolidated profit and loss account it is 
desirable to introduce an identifying reference 
such as REMUNERATION OF DIRECTORS OF 
(HOLDING COMPANY) LIMITED. 

(c) Where, in order to comply with the requirements 
of section 196 of the Companies Act, 1948, the 
total remuneration to be stated includes pay- 
ments outside the scope of the account (for 
instance, payments made to directors of a holding 
company by subsidiaries not consolidated) a 
suitably worded note would be REMUNERATION 
(INCLUDING THAT FROM SUBSIDIARIES) OF 
DIRECTORS OF (HOLDING COMPANY) LIMITED 


(d) The statutory distinction between emoluments for 


services as directors and other emoluments may 
be indicated as follows: 


DIRECTORS’ FEES 
OTHER EMOLUMENTS 
ре ў 
FOR SERVICES AS DIRECTORS 
FOR OTHER SERVICES 
or 
AS DIRECTORS 
AS-EXECUTIVES 
(e) Reference to pensions and special payments will 
be required in appropriate circumstances, for 
example: 


PENSIONS: 
FOR SERVICES AS DIRECTORS 
. FOR EXECUTIVE SERVICES 
COMPENSATION TO DIRECTOR FOR LOSS OF 
OFFICE 
PAYMENT TO DIRECTOR ON RETIREMENT 


LUMP SUM PAID TO DIRECTOR IN COMMUTA- 
TION OF PENSION RIGHTS 


Auditors’ remuneration 


129. Auditors’ remuneration is commonly described 
as either ‘Remuneration’ or ‘Fees’, often with an 
additional reference to ‘Expenses’. Where the word 
‘Fees’ is used it is prefixed by ‘Audit’ more commonly 
than by ‘Auditors’.’ 


Suggestion x 


130. The statutory expression AUDITORS’ REMUNERA- 
TION which, in accordance with paragraph 13 of the 
Eighth Schedule to the Companies Act, 1948, will 
include expenses, is normally appropriate. 


Interest paid (or payable) 


131. Interest paid (or payable) is most commonly 
designated 'Interest on debentures' or 'Debenture 
interest’ (or *Debenture stock’ instead of ‘Debentures’), 
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or “Interest on loan stock'. Additional wording, such as 
‘and mortgages’ or ‘and Secured loans’ is often found. 
The use of the expression ‘Fixed loans’ does not often 
occur despite its use in paragraph 12 (1) (5) of the 
Eighth Schedule to the Companies Act, 1948. Where 
interest other than that on debenture and other fixed 
loans is shown, the descriptions include the expressions 
‘Bank interest’, ‘Interest on overdraft’ and ‘Bank 
and other interest’. Where different types of interest 
are detailed under a heading, this heading is usually 
‘Interest’ or ‘Interest payable’. 


Suggestion 
132. The wording used for interest paid (or payable) 
should identify it with the relevant liability item in the 
balance sheet. Where interest paid (or payable) on more 
than one item is shown, a heading such as INTEREST 
PAID (or PAYABLE) would normally be satisfactory. This 


would be followed by the relevant liability items, for · 


example: 
INTEREST PAID (or PAYABLE) ON: 
* DEBENTURES 


UNSECURED LOAN STOCK 
(or other fixed loans) 
` BANK: OVERDRAFT 


as described in the 
balance sheet. 


Dividends and interest received or (receivable) 


133. Accounts often contain two or more items of 
dividends and interest received (or receivable) and the 
expressions used depend partly on whether the items 
are grouped under a heading. In some accounts a 
heading is used, this being most frequently ‘Dividends 
and interest’ (occasionally with either ‘received’ or 
‘receivable’ added) although ‘Income from investments’ 
also appears. Where no heading is used, the prefatory 
words ‘Income from’ or ‘Dividends from’ are found 
with, occasionally, an additional item introduced by 
‘Interest on’, A composite prefatory expression found 
occasionally is ‘Dividends and interest from’ (or ‘on’). 


134. Indications of the type of investment, other 
than “Trade investments’, are not generally given, a 
common description being ‘Other investments’. 
References to ‘Associated companies’ and ‘Govern- 
ment securities’ are the most usual exceptions. Interest 
on Government securities is sometimes combined with 
income on other types of investments. Other classiti- 
cations found are as between quoted and unquoted 
investments, and as between industrial companies and 
Government securities. Sometimes there is no classi- 
fication, for example, the single word ‘Investments’ is 
used or the item is designated ‘Dividends and interest’. 


135. The treatment of interest other than that on 
investments is not consistent. Occasionally it appears 
under the heading for interest and dividends and 
sometimes it is stated separately. Descriptions of 
such interest include ‘Sundry interest’, ‘Bank and 
other interest? and 'Interest receivable'. 


Suggestions 


136.(a) Where dividends and interest received (or 
receivable) are grouped under one heading a 
suggested heading is INVESTMENT INCOME with 
the addition of the words AND OTHER INTEREST 
when non-investment interest is included. Alter- 
natives are DIVIDENDS RECEIVED (07 RECEIVABLE) 
and INTEREST RECEIVED (0r RECEIVABLE). 


~ 
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(5) The description of investment income, where 
detailed, should correspond with the analysis of 
investments shown in the balance sheet. TRADE 
INVESTMENTS, QUOTED INVESTMENTS (with 
reference to Government securities where appro- 
priate) and UNQUOTED INVESTMENTS will normally 
therefore be appropriate. Interest such as that on 
BANK DEPOSITS and TAX RESERVE CERTIFICATES 
should be so described. : 


Taxation 


137. The terms used to describe the tax items in a 
profit and loss account depend to a very great extent 
upon the way in which the information concerning the 
tax charge is presented. In general the item for tax is 


. given a main heading and then supplemented by note 


or otherwise. А heading such as "l'axation based on 
the profit for the year’, or minor variations of that 


wording, is often found. The word ‘Taxation’ is also . 


often used as a heading. 'The charge for taxation is 
seldom described as ‘a provision’. 


138. Usually the charge for income tax is described 
simply as ‘Income tax’ or as ‘United Kingdom income 
сах’. When the main heading is merely the word 
"Taxation", words such as ‘based on the profit for the 
year’ are sometimes added to the words ‘income tax’, 
or an indication is given of the basis on which the tax 
has been computed by showing the year '19..../.... 


139. Profits tax is usually described simply as 
‘Profits tax’ or as “United Kingdom profits tax’, 


sometimes with an indication of the period covered Бу. 


the charge. 


-140. А variety of expressions is used to describe 
charges in respect of overseas taxation. The description 
‘Overseas taxes’ with variations such as ‘Dominion’, 
‘Colonial’ and ‘Foreign’, is often used. In some accounts 
where the company concerned has interests in only 
one overseas territory the name of the country is 
included in the description of the tax charge. 


141. Double taxation relief is normally described as 


‘such or as ‘Double taxation credit’. 


142. Adjustments relating to previous years are 
described by expressions such as ‘Provision for 
taxation not required’, ‘Over-provision for taxation in 
previous years’, ‘Provision for taxation in previous 
years no longer required’. The items are sometimes 
shown as adjustments to the year’s tax charge and some- 
times as separate items in the profit and loss account. 


143. The practice of setting aside tax deferred by 
capital.allowances appears to be growing. Where the 
amounts set aside only take into account the effect of 
initial allowances the description of the item includes 
the words ‘Initial allowances’. Тһе word ‘equalization’ 
is used in some accounts. The effect on the tax charge 
of investment allowances is sometimes stated. In 
general, however, the wording for these matters varies 
greatly. 

Suggestions 
144. (а) An appropriate expression as a heading to 
describe the tax charge is: 
TAXATION 
or 
TAXATION BASED ON THE PROFIT OF THE YEAR 
Where appropriate the words ‘UNITED KINGDOM’ 
may be included before the word ‘TAXATION’. 
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(b) The charge for income tax may be suitably 
described as: 
INCOME TAX 
or 
INCOME TAX BASED ON THE PROFIT OF THE 
Ps YEAR 
Where the heading or the dnobus does not 
include the words ‘Based on the profit of the year’ 
the year of assessment or other indication of the 
- period of accrual should be given. 
(c) A suitable description for the charge for profits 
tax is: 
PROFITS TAX 
or 
UNITED KINGDOM PROFITS TAX 
It should only be necessary to indicate the period 
covered by the charge for profits tax if it does 
not relate to the period covered by the profit and 
loss account. ' 
(d) А charge in respect of overseas taxation may be 
described as: 
OVERSEAS TAXATION 
or 
OVERSEAS TAXES 
Where the charge in respect of overseas taxation 
relates solely to a charge under the tax laws of 
one country, it is appropriate 1f thought desirable 
to include the name of the country in a description 
of the tax charge. Similarly, where a tax charge 
relates solely to Dominion, or to Colonial tax, 
then the charge may be described as: А 
DOMINION TAXATION. 
or 
COLONIAL TAXATION 


- (e) Suitable descriptions of credits in respect of 


double tax relief are: 
DOUBLE TAXATION RELIEF 
DOUBLE TAX RELIEF 


(f) Adjustments of the taxation charge in respect of 


previous years may be described as: 
OVER-PROVISION (07 UNDER-PROVISION) IN 
RESPECT OF PREVIOUS YEARS 
PROVISION NO LONGER REQUIRED 
ADJUSTMENTS IN RESPECT OF PREVIOUS YEARS 
(g) Where amounts are set aside for taxation 
deferred by capital allowanées, transfers to and 
from this account may be described as: 
TAX DEFERRED BY CAPITAL ALLOWANCES 
TRANSFERS TO (or FROM) AMOUNTS SET ASIDE 
FOR TAX DEFERRED BY CAPITAL ALLOWANCES 
TRANSFER ТО (ог FROM) TAX EQUALIZATION 
ACCOUNT. (Ап item so described should 
preferably be amplified by an explanatory 
note.) ` 
(А) Suitable narrative indicating the extent to which 
tax charges are reduced by investment allowances 
is: 
Y TAX RELIEF ON INVESTMENT ALLOWANCES 


(To be concluded.) 
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TOPICS OF PROFESSIONAL INTEREST FROM OTHER COUNTRIES 


CANADA 
Imps of Canada Blazes an Accounting Trail 


T the time of the release of its 1961 financial 

statements, early in March, the Imperial 
Tobacco Co of Canada Ltd called a meeting of 
business executives, investment analysts, professors 
of accounting and other interested persons to explain 
a revolutionary change in its published accounts. The 
company's auditors were officially represented. 

It was announced that in the 1961 published 
accounts and also in the redrafted 1960 accounts, 
for comparative purposes, the fixed assets had been 
converted to current replacement cost, and the year's 
depreciation provision charged in determining profits 
had been calculated on the same basis. What 1s more, 
the company expressed its intention to adopt the 
same procedure each year in the future. 

Comments on the year's operations, in the annual 
report, state that for some time past the company 
has been charging an amount to operations, through 
both depreciation and fixed asset replacement, which 
in the opinion of management would prevent any 
erosion of real capital. Complete revaluation of fixed 
assets would, in the past, have imposed too heavy 
clerical burdens, but with the advent of business 
machines of increasing flexibility, this problem has 
been largely removed. 

'The buildings and land have been appraised by 
stated independent appraisal companies, while 
machinery and equipment have been valued by 
company officials at replacement cost. 'The increase 
in the stated value of fixed assets before depreciation 
is $23,918,000, which has been credited to capital 
increment, under the heading of shareholders’ risk 
capital, in the balance sheet. 'The original cost was 
$59,493,000. The charge of $3,482,000 for deprecia- 
tion in 1961 is $475,000 more than historical cost. In 
addition to this current year’s charge the accumu- 
lated depreciation based on replacement cost, 
amounting to $42,654,000, has been made up by. a 
transfer of $2,464,000 from a replacement reserve 
already available and another of $1,008,000 from 
retained earnings. It is thus represented by actual 
funds retained within the business from past or 
present operations. 

It was announced at the meeting that elimination 
of inflation profit resulting from the company’s large 
‚ inventories of leaf tobacco, etc., valued at 890 
million at average cost, had been considered but 
deferred. Clearly, with such a huge and slow-moving 
inventory, there must still be a lot of inflation here. 

Imperial Tobacco is the first company in Canada 
to take drastic action of this sort оп a continuing 
basis. Apart from a necessary exception to the usual 


statement that the accounts are as shown by the 
books, the auditors' opinion is unqualified. The 
accounts are thus accepted as being ‘in accordance 
with generally accepted accounting principles’. 
Where does the accountancy profession now stand 
in this matter? 


UNITED STATES 


Accountants and Tax Law 


R MARK E. RICHARDSON, c.P.4., a former 

Vice-President of the American Institute of 
Certified Public Accountants, and at present a 
member of its Council, states in a recent issue of 
The Journal of Accountancy, that the determination 
of income for Federal tax purposes should not differ 
basically from that which is founded on the principles 
of accounting theory. Because of a lack of accounting 
knowledge many concepts have been applied to the 
tax law, resulting in a mathematical answer which 
was anytbing but net income. 

The basic precept that related items of income and 
cost should be reflected in the same chronological 
period has been so often vitiated by strained construc- 
tion that Mr Richardson considers it fortunate to 
have survived at all. He cites illustrations such as 
taxation of a bus company on gross receipts from 
ticket sales in the year of receipt, though all the 
services have still to be rendered. These are just as 
applicable, it may be noted, to the past history of 
Canadian taxation. 

Quoting a judge of the Tax Court of the United 
States, Mr Richardson urges that accounting prob- 
lems require flexible and sound, but not doctrinaire, 
techniques and that the determinations of income 
for tax purposes should do the same, for it is the 
interpretations of law by rigid legal rules that result 
in distorted accounting. The more doctrinaire 
techniques are applied, the more tax avoidance 
becomes a paramount game. 

Mr Richardson calls on the accounting profession 
to make a deliberate renewed attempt to reverse the 
trend towards variances. He thinks that the establish- 
ment of basic principles of taxation, within which 
framework a taxing statute could apply, should be 
within the abilities of experienced and dedicated 
members of the profession. 


AUSTRALIA 


Society's Seventy-fifth Anniversary 


HIS year the Australian Society of Accountants 

celebrates the seventy-fifth anniversary of the 
oldest of its antecedent bodies. f 

Го mark the occasion, anniversary dinners have 
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been held throughout Australia during March and 
April, attended by leading representatives of Gov- 
ernment departments, industry, commerce and the 
professions. 

The credit for originating the idea that accountants 
in Melbourne should join together to form a local 
branch of The Society of Incorporated Accountants 
and Auditors, London, is accorded to the late Mr 
Charles A. Cooper, and a meeting to further this 
purpose was held in December 1885. Thus, on 
March ist, 1887, the Incorporated Institute of 
Accountants, Victoria, was incorporated with a 
foundation membership of forty-five. In 1921 the 
name was changed to the Commonwealth Institute 
of Accountants. Its contemporary, the Federal Insti- 
tute of Accountants which was incorporated in 
Victoria in 1894, had in the meantime made con- 
siderable strides in developing the profession by 
forming branches outside Victoria. In 1952, however, 
a plan to merge the two Institutes was approved and 
the Society under its present title was incorporated. 

We take this opportunity of extending our con- 
gratulations to the Australian Society of Accountants 
on this memorable occasion in its history. 


INDIA 
Indian Cost Accountants New President 


R С. BASU, F.s.a.a., relinquished the office of 

President of The Institute of Cost and Works 
Accountants of India on April roth, following his 
election to the Indian Parliament. Mr J. N. Bose, 
M.A, A.C.W.A., a member of the Council of the 
Institute and who has served as Vice-President for 
several terms, has been elected President. 


BRAZIL 
The Abacus Society 

НЕ annual report for the year ended March 31st, 

1961, of The Abacus Society of São Paulo, 
presented at the ninth annual general meeting, held 
on April 25th, records a total membership of the 
Society at March 31st of forty-seven — twenty-three 
being members of the English Institute, five of the 
Scottish Institute, one of the Irish Institute and four 
of The Association of Certified and Corporate 
Accountants. 

А wide variety of monthly meetings were held 
during the year when addresses were given on such 
topics as ‘Finance and investment companies in 
Brazil’, “The accounting profession and tax adminis- 
tration’, ‘Some unsolved problems facing the account- 
ing profession’, ‘Projected changes in Brazilian income 
tax law’ and ‘Computers’. The committee- wished 
to encourage younger members of the profession in 
Brazil to take a more active part in the administration 
of the Society. In order to assist in achieving this, 
Messrs C. K. Atkinson, F.c.a., and C. J. Cross, F.C.A., 
both former Presidents of the Society, indicated that 
they. would not be available for re-election to the 
committee. The report referred with gratification to 


ACCOUNTANT 


605 


the outstanding services which these two founder 
members have rendered to the Society since its 
inception. 

The officers and committee members of the Society 
for 1962-63 are as follows: . 


President: Mr R. H. Rogers, F.C.A. 

Hon. Secretary: Mr C. E. С. Т. Kirk, F.c.A., The 
Abacus Society, Caixa Postal 2922, Sáo Paulo, 
Brazil. : 

Hon. Treasurer: Мт P. C. С. de Kersaint Giraudeau, 
A.C.A. š 

Other Committee Members: Messrs G. H. Osborn, 
A.A.C.C.A., D. M. Delaney, A.c.A. In addition, the 
Immediate Past-President, Mr G. L. Bishop, 
A.R.A.N.Z., will serve as an ex-officio member. 


OVERSEAS TAX DEVELOPMENTS 


HE following notes have been made available by 
the Inland Revenue Library (Foreign Section). 


Canada 
Recent Budget proposals include: 


(1) The tax payable by companies on income arising 
from increased sales will be reduced by half for 
the first $50,000 of such income and by 25 per 
cent on any excess. 

(2) The child allowance will be increased from $250 

. to £300. 

(3) The maximum dependent relative allowance will 
be increased from $500 to $550. 

(4) The additional capital cost allowance (deprecia- 
tion) available for investment in new industries 
or areas of unemployment will now be available 
for assets acquired before January rst, 1964. 

(5) 150 per cent of amounts expended by companies 
on scientific research is to be deductible. 

(6) Non-resident companies whose principle busi- 
пезз is mining iron-ore in Canada will be exempt 
from the 15 per cent non-resident tax. 

(7) The deduction of logging taxes in computing 
income will no longer be allowed but a credit of 
two-thirds of the provincial tax or two-thirds of 
то per cent of the income from logging will be 
given against the Federal tax. 

(8) Various concessions to encourage exploration for 
oil and natural gas, including the right to charge 
prospecting and drilling expenses against income. 


Italy 


It.is reported that a Чах on dividends' – presumably a 
withholding tax — is to be introduced. 


India 


'The Budget presented at the end of April is under- 
stood to include the following proposals: 


(1) То increase the rate of tax on Indian companies, 
on income other than certain dividend income, 
from 45 per. cent to 50 per cent. ; 

(2) To abolish the éxpenditure tax. 

- (3) To increase the rate of wealth tax. 

(4) To subject capital gains to the normal income 

tax and supertax. ' | 
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Weekly Notes. 


THE INSTITUTES COAT OF ARMS 


ANY readers will remember the colour repro- 
duction of the coat of arms of The Institute of 
Chartered Accountants in England and Wales in- 
cluded as a supplement to The Accountant of October 
Ist, 1949 ~ our seventy-fifth anniversary issue. Since 
then, and particularly since the integration of the 
Society of Incorporated Accountants in 1957, many 
requests have been received for copies, the supply of 
which has long been exhausted. We therefore have 
pleasure in including with this week's issue, which 
contains reports of the Institute's cighty-first annual 
meeting and Guildhall banquet, a further colour 
plate of the coat of arms. 
The armorial description from the grant of arms of 
1881 is as follows: 


‘Argent on a Mount in Base in front of a Rudder 
in bend sinister a Female figure proper representing 
“Economy” habited Gules mantled Azure about 
the temples a Wreath of Olive in the dexter hand a 
Rod and in the sinister a pair of Compasses also 
proper a Chief of the second thereon a Balance 
suspended also Or, as the same are in the margin 
hereof more plainly depicted [not reproduced] 
together with the Motto '*Recte Numerare’”’.’ 


OPPORTUNITIES FOR. SERVICE 


НЕ impact on the accountancy profession in this 
| country if the United Kingdom joins the 

European Common Market — and, also, the oppor- 
tunities for providing professional services which 
would accrue from this step — were considered by 
Mr Р. F. Granger, Е.С.А., in his Presidential address 
at the eight-first annual meeting of The Institute of 
Chartered Accountants in England and Wales held 
on Thursday of last week and reported elsewhere in 
this issue. It has long been the belief of the Institute 
Council that a properly qualified. accountant should 
be free to practise wherever he elects but, as Mr 
Granger pointed out, 'there are many differing con- 
ceptions of the profession on the Continent of 
Europe'. There will be, as he suggested, difficulties 
to be overcome before a world-wide, unilateral level 
of professional accounting standards can be agreed, 
but two early opportunities of tackling this vital 
question will be in September of this year at the 
Eighth International Gongress of Accountants and 
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twelve months later when the European Congress of . 
Accountants takes place in Edinburgh. 

Another timely point touched on by the President 
is the position of the qualified accountant regarding 
the examination of Government records. It is the 
proud boast of Parliament that it operates an internal 


-system of financial control which honourably accounts 


for every penny but it is equally important to ensure 
that the money is being wisely as well as honestly 
spent – particularly in the cases of nationalized in- 


` dustries where vast sums are sunk annually in capital 


expenditure. Part of the training of the qualified 
accountant is directed towards being able to investi- 
gate the financial aspects of such projects and in this, 
as in other directions, it might well be to the advant- 
age of the Government and, consequently, of every 
taxpayer to employ independent professional accourit- 
ants to a greater extent than it does at present. 


IRISH INSTITUTE’S NEW PRESIDENT 


В ROLLO ELLIS McCLURE, M.B.E., Е.С.А., 

a partner in the firm of Rawlinson, Allen & 
White, Chartered Accountants, of Belfast, was 
elected President of The 
Institute of Chartered 
Chartered Accountants 
in Ireland at the Insti- 
tute's annual meeting 
held т Dublin on May 
5th. 

Mr McClure,who was 
educated at Mourne 
Grange and Sedbergh, 
served under articles 
with his father, the late 
John D. McClure, F.c.4. . 
and passed the Insti- | 
tute's Final examina- ' 
tion in November 1932. 
He was admitted to membership of the Institute in 
the following year. and in 1935 became a partner in 
the firm of John D. McClure'& Co. 

From 1939-45 Mr McClure served with the Royal 
Artillery in a light anti-aircraft regiment and was 
awarded the M.B.E., being demobilized with the rank 
of Major. | 4 

On returning to civilian life he resumed practice 
and was elected a Fellow of the Institute in 1946. 
А past treasurer and chairman of the Belfast Society 





-of Chartered Accountants, Mr McClure was elected 


to the Council of the Institute in 1954 and was 
appointed Vice-President at the annual meeting last 
year. 

“The new President is an enthusiastic golfer and is 


keenly interested in motor sport. 


The new Vice-President is Mr Robert Patrick 
Feltham Olden, F.c.a., a partner in the firm of 
Atkins, Chirnside & Co, Chartered Accountants, of 
Cork and Dublin. 
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COMPANY FINANCE 


N article by the Board of Trade in the April issue 
of Economic Trends discusses the income and 
finance of 2,600 quoted industrial companies in the 
United Kingdom over the period 1949 to 1960. Тће 
total income of these companies is shown to have 
increased by about 8 per cent per annum but over 
the period as a whole £11,000 million was added to 
capital and reserves and the ratio of incomes to total 
assets has tended to decline, though a slight recovery 
in the ratio occurred in 1959 and 1960. 

For all manufacturing industries and distribution 
the ratio fell from a peak of around 16 per cent in 
1954 to only about 1o per cent in 1958. In retail 
distribution, however, the ratio increased from about 
14 per cent in the early 1950s to about 19 per cent in 
1960, while the chemical industry has also shown a 
rise against the general trend, in this case from about 
12 per cent in 1952 to about 16 per cent in 1960. In 
the latter case, however, there were three distinct 
periods, a rise between 1952 and 1954 followed by a 
fall to 1958 and a fairly sharp recovery in the next 
two years. 

Over the period 1953-55 to 1958-60 the average 
increase in annual income per Дтоо of new capital 
‚ was £12. The highest ratios were shown by retail 
distribution (£21), metal goods (£18), chemicals 
(£17), and drink (£17). At the other end of the scale 
the figure for electrical engineering was only £7. 


NATIONAL INCOME AND EXPENDITURE 


qu statistics-of national income and expenditure 
for the fourth quarter of 1961 show a fall in gross 
domestic product (at average 1958 prices and season- 
ally adjusted) from /5,530 million in the third quarter 
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to £5,459 million, a figure almost exactly equal to that 
for the first quarter of the year, and about o:8 per 
cent above that for the fourth quarter of 1960. 

Between the fourth quarter of 1960 and the corres- 
ponding period of 1961 total domestic income rose 
by over 4 per cent as a result of the growth in income 
from employment. The total wage and salary bill rose 
by 61 per cent and domestic factor costs per unit of 
output by over 3 per cent. In spite of the increase in 
fuel tax imposed in the 1961 Budget and the 1o per 
cent surcharge on purchase tax and customs and 
excise duties imposed at the end of July, the rise in 
prices was comparatively modest and company pro- 
fits were 5] per cent lower in the fourth quarter of 
1961 than a year earlier. 

Fixed investment by all sectors and industries 
together was 24 per cent higher in 1961 than in 1960 
but after a continuous rise from the last quarter of 
1959 to the third quarter of 1961 fell back in the fourth 
quarter. 

One of the major factors affecting domestic output 
was, of course, the substantial fall in stockbuilding 
from £584 million in 1960 to £358 million in 1961 
(at 1958 prices), a decline equal to over 1 per cent of 
total demand. There was, however, a small rise in 
stockbuilding in the fourth quarter. 


INSTITUTE OF TAXATION 


DDRESSING the annual meeting of the Insti- 

tute of Taxation held in London last Tuesday, 
the President, Mr Frederick Bidston, F.A.C.C.A., 
F.C.LS., Е.Т.1.1., said that some of the critics of the 
recent Budget proposals might not fully have ap- 
preciated such underlying factors as the uncertain 
future economic position, Britain’s possible entry 
into the Common Market, and what he hoped were 


At the banquet of The 
Institute of Chartered 
Accountants in England 
and Wales, in Guildhall, 
London, last week. The 
Lord Mayor, Alderman Sir 
Frederick Hoare (right), 
with the Lord Chancellor, 
Viscount Kilmuir, and the 
President of the Institute, 
Mr P. F. Granger, F.C.A. 

Report and more pictures 
on other pages. 
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preparatory moves which would eventually lead to the 
simplification of income tax as a whole. 

If the Chancellor were to be criticized, Mr 
Bidston said, the major criticism ought to be against 
the high volume of Government expenditure and his 
permitting vague and uncertain draftsmanship in 
taxing statutes. At the same time, he added, it had to 
be appreciated that a progressively-minded Chancel- 
lor who might personally be most anxious to pursue 
the general subject of simplification was bound to 
meet with resistance from the permanent officials 
who seemed rather averse to any change of tradi- 
tional procedures. 

Whilst Mr Bidston welcomed the Chancellor's 
promise to abolish Schedule A on owner-occupied 
property, he felt that Mr Selwyn Lloyd should have 
been more specific. Most people would regard the 
changes in estate duty as being fully justified, he 
said, and no one could quarrel with the additional 
reliefs on small fixed incomes. 

Although the speculative gains tax was less onerous 
than had at one time been anticipated, it was never- 
theless true that it provided yet one more case where 
information had to be provided at no cost to the 
authorities, and it added to such existing burdens as 
collecting P.A.Y.E., and graduated National In- 
surance contributions, and the completion of trade 
census returns. Sooner or later, he declared, the 
professions, industry and commerce would refuse to 
continue to meet the necessary overhead costs en- 
tailed, as the argument that expenses were allowed 
for income tax purposes was not a complete answer 
in many cases. 


STOCK EXCHANGE MEMBERS' ACCOUNTS 


E Council of the London Stock Exchange 
recently confirmed the revision'of Rule 79a relating 
to members' accounts, briefly mentioned in our issue 
of March 17th (page 326). The rule formerly рго- 
vided for the preparation by an independent account- 
ant of a balance sheet and report, the ‘presentation’ 
of these to the member firm, and notification of 
presentation to the Council. The new rule contains 
five significant amendments; these are that: 


(a) adequate records of the firm's transactions and 
finances must now be maintained ; 


(b) the balance sheet must give a true and fair view 
of the state of the firm's affairs; 


(c) the balance on the firm's capital account must be 
sufficient to ensure the “minimum margin of 
solvency’; 


(d) an examination by an ‘independent qualified 
accountant’ is required and a copy of the 
accountant’s report must be submitted by the 
firm to the Council within six months of 
the balance sheet date; 


(e) all the partners in the firm must sign the balance 
sheet. 


A few words of explanation and elaboration may be 
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useful. Clause 1 of the rule lists the records mentioned 
at (a) above. They add nothing to the ordinary re- 
quirements of sound business practice. Clauses 6, 7 
and 8 give the information essential to disclosing a 
‘true and fair view’ (5). Here it is worth noting that 
option money receivable by a firm is still not to be 
regarded as an asset until the option is exercised 
or abandoned. 

The minimum margin of solvency (c) as previously 
stated is: {10,000 per firm of brokers and £15,000 
per firm of jobbers, and not less than {£5,000 per 
partner in either case. Assets eligible for computing 
the margin may be said, in general, to include only 
those that are readily realizable; but the Council is 
empowered to allow assets, or disallow liabilities, 
other than those specified in the rule. 

The independent accountant is required to state 
in his report whether: 


(1) the balance sheet shows assets in excess of liabili- 
ties to an extent not less than the minimum 
margin of solvency; 


(2) (i) the firm is maintaining the required records; 
(ii) the balance sheet is in accordance with the 
records; and 
(iii) the balance sheet complies with the dis- 
closure requirements of the rule. 


The report will also include any reservations the 
accountant may put upon his statements. The 
interesting point here is that the scope of his examina- 
tion remains a matter for arrangement between the 
firm and the accountant. There is thus no provision 
in the rule (as there is in at least one American 
counterpart) for spot checks; these could only arise 
by arrangement. If the accountant is prevented, as a 
result, from carrying out an adequate examination, 
his duty is then to make whatever reservations are 
necessary in his report; upon which the Council may 
require further information and a report from inde- 
pendent accountants appointed by itself, and may 
suspend the partners of the firm from trading. 

It is appreciated that in many cases the account- 
ant who reports on the balance sheet will also assist 
in its preparation, and there is nothing in the rule 
to prohibit this. 

The ‘independent qualified accountant’ must be in 
public practice, independent of the firm reported 
upon, and a member either of one of the three 
Institutes of Chartered Accountants in the British 
Isles or of The Association of Certified and Corporate 
Accountants. 


DECIMALIZATION DEBATE 


з the millions of words which have been spoken 
and written during the past two years on the 
advisability of introducing decimal coinage to the 
United Kingdom, there may now be added the 20,000 
of the Hansard report of the debate in the House of 
Commons on Friday of last week on the inconclusive 
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second reading of the Decimal Coinage Bill presented 
by Mr William Proudfoot. Although the measure was 
*talked out', the occasion gave members a chance to 
air again individual preferences and prejudices; one 
positive piece of information was produced by Mr 


Anthony Barber, Economic Secretary to the Treasury, . 


when he announced that the report (which was 
expected this year) of the Halsbury Committee now 
deliberating on the most suitable form of decimal 
coinage system, will not be available till early in 1963. 
Thereafter, the Government will have to consider the 
recommendations made and it will probably be in the 
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light of those dealing vith timing and phasing of the 
operation (with a view to minimizing costs) that the 
actual date of thé changeover will be determined. 
In the course of the debate, Mr Proudfoot pointed 
out that of the 231 currencies in use in the world today, 
203 are decimal currencies. There is still time, there- 
fore, for the Government to avoid the dubious 
distinction of being the last of the stragglers to fall into 


- line with the other great commercial countries; but, 
‘as has so often been emphasized, the longer the ‘delay 


in taking action, the greater will be the transitional 
costs involved. 





This is My Life... 
Е by Ап Industrious Accountant 
CHAPTER 123° 
E got à shock recently. We found we were 
losing money —and the discovery all but 


precipitated a nasty quarrel in the boardroom. 
Our practice nowadays is to hold brisk meetings of 


directors as soon as the trading and profit and loss: 


accounts for the preceding month are available for 
review. 'The balance sheet 1s attached to enable us to 
see the liquid asset position, and every now and then 
I hazard a tentative forecast for the forthcoming 
months. This, however, is rarely a good idea, as the 
predictions of my operational colleagues about 
markets or price trends are notoriously fallible. When 
Prinny, our personnel director, wants to indulge in 
one-upmanship he blandly produces a six-months’- 
old forecast; we watch the sales manager wriggling 
and talk loftily about trade cycles. 

Speaking personally, my worry is always the value 
of our trading stocks. We kéep a regular running 
estimate in each section, based on the value at the last 
stocktaking, plus the purchases, less the assumed 
cost price of the sales. This latter figure we obtain 
by reducing the turnover figure by the forecast profit 
margin; its accuracy is kept under constant scrutiny 
by means of sample stock-checks.: 

But we apparently didn't check often enough. We 
had let things lapse between mid-January and the end 
of March, when a full check showed the overall gross 
profit to'be 24 per cent below the target figure. In 
addition, expenditure had risen imperceptibly. 
Wages had increased owing to extra overtime, 
salaries owing to a revised grading system. Bank 
overdraft interest had soared suddenly owing to the 
long-drawn-out construction of our new wing; and 
maintenance of property had reached an all-time 
high. The gap between expenses and gross profit 


` ‘First things first. 


had narrowed alarmingly. In the classic phrase, 
something must be done. 

For the first time, our chairman seemed to falter. 
I suddenly saw him as an old man. He was hesitant; 
he seemed curiously out of touch. The managing 


- director took over the lead smoothly, referring to an 


urgent need for revising our sales budgets and profit 
percentages; new goals and quicker departmental 
reports were needed. He was incisive and inspiring. ' 
The other directors were nodding acquiesence when 
the deputy-chairman,. who had been chafing in his 
chair, interrupted aggressively. He tends to have 
quick е reactions of anger in moments 6f 
stress, 

"We're missing the key factor,’ he blustered. "We 
need to concentrate on pruning expenditure drastic- , 
ally; cut out these new illuminated display-counters 
and the enlargement of the cosmetic section . . . and 
reduce staff at once.’ I knew what was coming next. 
“Too many unproductive people, typists, accountants 

. just churning out figures . . . what we need is to 
cut costs.’ 

„I was right. There, never yet was an economy- 
minded executive but felt he had achieved something 
notable if he sacked a junior book-keeper. I didn't 
let it pass, perhaps inadvisedly, though choice of 
reply needed a delicate touch. Pointless to say we were 
below our staff quota, risky to refer to panic stations; 
the light touch was indicated; something suave, the 
Noel Coward approach. “Better keep the wages clerks 
anyhow, sir,’ I commenced, and he literally snorted 
at me. The managing director cut in firmly with 
Suppose we concentrate on 
increasing the gross profit at this stage.' But the 
deputy-c.didn't co-operate; again he inveighed against 
high salaries, and in the ensuing altercation their old 
enmity was suddenly very apparent. 

It was awkward that the chairman couldn’t control 
the quarrel; more awkward that everyone realized 
his inability to do so. Further, he was at a loss for a 
directive on policy. If he implements his promise to 
retire this year we can look out for squalls. King Log 
has served well enough; neither of the King Storks 
seem attractive replacements. · 


" 
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Finance and 
Commerce 


Statutory Report 

RESENTATION of a statutory report bs New 

Issue:Permanent Investments Ltd provides the 
opportunity for a reprint that seldom occurs. As 
stated in the report of the directors, normal practice 
is for a public company to be formed as a private 
company and converted into a public company shortly 
before the issue of a prospectus, thus avoiding the 
requirement for a statutory meeting. In this case, the 
company was formed as a public company and it is 
stated ‘your directors welcome the opportunity to 
report progress'. 


ПА УРАН 


` May 12th, 1962 


The report is undoubtedly interesting for it in 
with the beginnings of a company with a popular 
appeal. One may read in the City columns of public 
offers for shares, of their tremendous over-subscription 


~ the allotment often by ballot (more often than пої. 


attested by a notary public), and- of a well-worth- 
having premium when dealings start on the stock 
exchange. When the cost of an application for pub- 
licly-offered shares is a matter of pence, it is not 
surprising that some are thirty, forty and fifty times 
over-subscribed. 

It is not surprising either that a public issue of 5s 
Ordinary shares in N.I.P.I. at par was well covered, 
especially in view of the fact that the prospectus was 
not advertised. The company's objective was to get 
in on new share offers and the prospect was supported 
in its prospectus by the opportunities which had 
occurred in the previous two years. In some cases, the 
capital appreciation was moderate: in others fortune- 
making. 





NEW ISSUE PERMANENT INVESTMENTS LIMITED: 


STATUTORY REPORT 


No. of Company: 713348 


THE COMPANIES ACT 1948 


REPORT 
(Pursuant to Section 130 (3) of the Companies Act 1948) 


of NEW ISSUE PERMANENT INVESTMENTS LIMITED 


|. The total number of shares allotted is 400,000, 


2. Of the shares so allotted 400,000 have been allotted on the footing that they are to be paid for in cash on the terms in the Prospectus, and 


5s. has already been paid up on each share. 





3. The total amount received by the Company in respect of the 400,000 shares issued wholly for cash is £100,000. A 
4. The following are the Receipts and Payments of the Company to within seven days of the date of this Report:— 
Particulars of Receipts Particulars of Payments 
NE 5 5. 9. . s. d. - £ s. d £ s. d. 
Application money for Shares .. .. 142,242 10 0 А Purchase of Treasury Bills 34668 15 5 
Less application money: for Shares Loans to Discount Houses 18,500 00 
returned 8 y3 S 12242 19 0 Loan to Local Authority .. 40000 0 O 
————— — 100,000 0 0 Purchase of Quoted Investments ^ 58,588 11 7 
Proceeds of Sale of Treasury Bills. . m 34,801 11° 8 || Formation Expenses: 
Repayment of Loans to Discount "Houses 10,000 0 0 Stamp Duty & Foes аа 533 5 0 
Sale of Quoted investments (Cost £8,950) 8,973 17 8 Legal Fees x 25 vs 106 0 0 
Interest received-—gross .. 196 3 8 Printing .. š 124 4 2 oM 
Interest received—nett .. nos 104 14 3 763 9 72 
Sundry Receipts x: 3 0 || Issue Expenses: 
i Brokerage v. $21 8 9 
Legal Fees .. s s vs 106 0 O 
: Printing ... .. .. .. is 337 19 5 
ў Audit .. x s. .. .. 12 12 0 
Publicity к «а .. oe 10 10 0 
Addressing a m .. .. 220 
1,090 12 2 
Bank Charges T «4 ais .. 110 0 
` Insurance . .. .. тоо 
Balance on Current Account .. oe 442 H Tt 
£154,066 10 3 £154,066 10 3 . 


— oe 








Не 


5. The following is an Account or Estimate of the Preliminary Expenses of the Company. 


s.d 

Stamp Duty and Fosi, . 533 5 0 
Legal Fees oe 106 00 
Printing .. . . 124 4 2 
Statutory Books and Signwriting .. .. 6 I5 ff 
£770 5 | 
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DIRECTORS 


Christian Names Surname 





Oliver Richard os m 





Jessel 


Ralph Frederick 





Prior 


David Ledgard we we Shaw 





Gavin .. es Sorrell 





John Christopher Sorrell 





John William Bowring ED 





Wimble 


AUDITORS 


Names 
Wood, Albery & Co. .. P" E .. 
SECRETARIES 


Jessel, Whitehead & Со. Limited. .. m 


ACCOUNTANT 


6. The following are the Names, Addresses and Descriptions of the Directors, Auditors and Secretaries of the Company. 
Н ` 


Address 

Тће Grange, Marden, Kent, 

9, Wemyss Gardens, Wollaton 
Park, Nottingham. 

2, Stanhope Gardens, London, 
S.W.7. 

10 Oakley Gardens, 
S.W.3. 


69, Princes Gate Mews, London, 


Bush Farm, North Chailey, Sussex. 


Address 


| 40/42, Copthall Avenue, London, E.C.2. 


5, Fenchurch Street, London, E.C.3. 
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^ Description 












Chairman of the London, Australian & General 
Exploration Company Limited. 


Chartered Accountant, Chairman of Algrey 
Holdings Limited. 


Chartered Accountant. 











London, | Member of The Stock Exchange, London. 
Member of The Stock Exchange, London. 


Director of Algrey Holdings Ltd. 


Description 


Chartered Accountants, 


Secretaries and Registrars. 





7. No contracts are to be submitted to the meeting for modification and approval. 


WE HERBEY CERTIFY that this Report is correct: 


O. R. JESSEL 
J. W. B. WIMBLE 


} Directors. 


AUDITORS’ REPORT 


WE HEREBY CERTIFY that so much of this Report as relates to the shares allotted by the Company and to the cash received in respect of such 
Shares and to the receipts and payments of the.Company on Capital Account is correct. 


40/42, сети AVENUE. 
LONDON E.C.. 


бећ April, 1962. 


WOOD, ALBERY & CO., 
Chartered Accountants 





New Issue Rush 

The company was registered on January roth last, 
authorized capital being £100,000, principally to 
apply for new shares made available by way of offers 
for sale, placings, tenders and introductions and to 
hold such allotments as might be obtained as long- 
term investment. It was also to buy for long-term, 
shares temporarily depressed by rights issues, and 
to endeavour to obtain shareholdings in companies 
which proposed to seek a quotation in the near 
future. 

It was pointed out that the desire to give a share a 
successful start often meant an initially higher yield 
than on comparable shares; that purchases were 
normally free of 2.per cent-stamp duty; that broker- 
age was reduced to a minimum when ‘rights’ were 
bought in the market in the form of nil paid allotment 
letters; and that companies seeking new money were 
likely to be progressive. 

The six directors were all engaged ir in the manage- 


ment of investment funds as part of their day-to-day 
business; two were London stockbrokers; one a 
chartered accountant, · . 

'The company obtained a certificate to commence 
business on February 2nd and ran right into one of 
the most active periods for new share offers that has 
been seen for а long time. The pre-Budget rush, it was 
called. 

By April 6th, investments had been acquired in 
twenty-one companies and included Imperial Chem- 


‘ical Industries 6$ per cent Unsecured Convertible 


Loan Stock and John Summers 6$ per cent Convert- 
ible Second Debenture Stock. They cost £57,338 
and their middle market valuation on April 6th was 
£60,078. The company’s own 55 shares have yet to 
be officially quoted but stock exchange dealings have 
taken place under Rule 163 (2) between ss 114 and 
5s 74d the directors report. 

The board, obviously with the effect of the capital 
gains tax in mind, gives its view that the Budget has 
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improved the company's prospects. “It seems prob- 
able that a larger proportion of new issues will now 
be available to long-term investors, and the terms 
might well be rather more attractive. ` 

They state their intention to raise further capital 
from time to time, and the statutory meeting on 
May rst passed a resolution to create a further 
1,600,000 5s shares 'to be offered for issue at the 
discretion of the directors’. 

There was no prospect of a. dividend í in the pro- 
spectus for the financial period to December 31st, 
1962, but ‘reasonable distributions’ are anticipated 
thereafter. It will be interesting to see how it all 
works out. An early stock exchange quotation for the 
shares is being sought. 


Norton Motor Cycles 

T may reasonably be assumed from the comments 

in our issue of April 21st on the report and accounts 
of Associated Motor Cycles Ltd that all the products 
of the group — which includes Norton, Matchless, 
A.J.S., James and Francis Barnett — are distributed 
in the U.S.A. by-the American subsidiary. The 
Indian Company, which last year had ‘a very poor 


CITY NOTES 


du pacé at which the equity markets cracked off 
after the Budget now seems to be telling. Business 
has tended to dry up and industrial company evi- 
dence — of at best a slowing down on the rate of 
growth, and at worst of a significant down-turn in 
earnings — has made the equity investor think again 
about becoming too venturesome. 

While the Treasury economic line is to rely on an 
anticipated increase in demand later in the year to 
take up the industrial production slack, there is little 
for the share market to go for in terms of early growth 
in industrial earnings. The Treasury does not seem 
in any hurry to urge the Chancellor towards any more 
vigorous re-expansion of the economy. 

In the stock-market, new issue and take-over 
developments are now tending to attract more 
interest than company results and economic trends. 
The 'Treasury's provision of another ‘tap’ stock for 
the gilt-edged market was well received and tech- 
nically well timed. 

The call for industrial new money has, this week, 
brought the Ranks Hovis McDougall combine to the 
market with loan stock and Ordinary share issues 
involving well over £11 million. Other new industrial 
capital calls are said to be in the offing with possibly 
another banking new issue to follow the Lloyds Bank 
rights offer. An active new issue market will- keep 
stock-market interest lively. 
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year’, and in addition to. а loss of £113,000, was left 
with ‘considerable stocks of motor cycles’. 

We have been informed, however, that Norton . 
motor cycles are distributed in the United States . 
through Berliner Motor Corporation and that orders > 
this year have been twice as many as for the complete 
year to August 31st, 1961. 


Hartley Baird 

I2 so happened that on the morning of the day of ` 
the annual general meeting of Hartley Baird Ltd 

(whose accounts we reprinted on March 31st) an 

announcement appeared in the Press that Camp Bird 

had sold its 80 per cent interest in the company. 


‘But the buyer was not identified. 


An obvious question for а shareholder at the 
meeting therefore was. Who-now controlled the 
company? Mr A. W. M. Hartley, the chairman, 
refused to give the information. The announcement, 
he said, would be made in due course. The buyer is 
an investment trust buying on behalf of clients. 

Another interesting question of an accountancy 
nature was from a shareholder who wanted to know 
why the auditors should state: "The freehold land 


RATES AND PRICES 
Closing prices, Wednesday, May 9th, 1962 
Tax Reserve Certificates: interest rate (28.4.62) 21% 


Bank Rate · 
Oct. 27, 1960. 53% Nov. 2, 1961 6% 
Dec. 8, 1960 ` 5% Mar. 8, 1962 54% 
July 26, 1961 7% Mar. 23, 1962 5% 
Oct. 5, "1961 64%  April26, в. 41^ 
'Treasury Bills 
Маг. 2. £5 ros 11:26d% April ó РА 75 4'624% 
Маго £5 os 5:894% Арш із £4 658544% 
Маг. 16 £4 175 7574% Aprilio £4 55 41d 5, 
Маг. 23 £4 95 0`474%  April27 £4 15 0-544% 
Маг. зо .£4 85 1-164% Мау 4 64 Is 9'72d 5, 
Money Rates 

Day to day 231% Bank Bills 
7 days 5 23-31% 2 months 44-4 A 
Fine Trade Bills 3 months 44-4 1 % 

3 months 51-67; 4 months 41-43 % 

4 months 51-695; 6 months 44-41% 

6 months 536% 

Foreign Exchanges ` 
New York 2°81 %–% Frankiurt ir25- . 
Montreal 3°04-4 Milan 17453-61 . 
Amsterdam то'лој—11 Oslo 20'05-% | 
Brussels 139:931-i Paris 13:78 
Copenhagen 19:39—} Zürich 12191 
у Gilt-edged 

Consols 4% 633 Funding 3% 59-69 833. 
Consols 24% 4048 Savings 3% 60-70 Sof ^ 
Conv’sion 5$ % 1974 91 xd Savings 3 % 65-75 ak 
Conversion §% 1971 924 Savings 23% 64-67 87 


Conversion 33 % 1969 864 
Conversion 33 % 556 
Exchequer 53% 1966 100 # 


Treasury 53 ^; 2008~12 90 
Treasury 5% 86-89 831 
Treasury 34% 77-80 7oixd 


Funding 54% 82-84 93% Treasury 34% 79-81 oi 
Funding 4% 60-90 88% Treasury 24 % 49% 
Funding 34% 99-04 61% Victory 495 97 

Funding 3% 66-68 86% War Loan 3} 558 
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and buildings of Hartley Baird Ltd have been out of 
full operational use for several years and we can 
express no opinion as to the value of these items.’ 


, The shareholder maintained that property values, 


especially in these days, were ascertainable. Possibly 


= he had noticed the stream of property share offers to 


the public backed by valuations. 
Whatever may have prompted the auditors' quali- 


THE 
ACCOUNTANT © 


613 


fication of their report, there can be no doubt that 
auditors are not valuers, as their representative at the 
meeting emphasized. The properties might be worth 
book value, or more, or less. | 

The shareholder hoped that before the next meet- 
ing was held, the properties would either have been 


` sold or valued. The chairman thought the asset 


could command its book value at least; possibly more. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Specialism in the Profession 


Sm, – In The Financial Times of May 2nd, 1962, the 
following letter was published: 


_ Functions of Management Consultants 


Sm, — Mr E. Е. Stanton (April 25) refers to “the 
present anomalous position of management con- 
sultancy" and the anxiety of its members to achieve 
professional status. з Е 

I should have thought that the body longest 
established and already well qualified in this field 
was one which achieved professional status long ago. 
I refer, of course, to The Institute of Chartered 
Accountants. 

One has only to watch the progress made in recent 
years by the Institute, through its training of articled 
clerks in management accountancy, budgetary con- 
trol and method study to realize that the role of the 
professional accountant as a business adviser has 
changed dramatically in recent years. If the Institute 
allows this, its birthright, to be snatched from it, 
it will have only itself to blame. 

'The danger to management is in regarding the 
consultant as the universal panacea for troubles in a 
sick company, thereby confusing knowledge with 
ability. Most of us who have reached fairly senior 
positions in our companies are only too painfully 
aware that we acquire knowledge at a greater rate 
than our ability to exploit it to the full. 'T'he stumbling 
block is, of course, the human factor at all levels in 
the management chain. 

Portsmouth. MANAGING DIRECTOR. 


May I suggest that this is further evidence that the 
Institute should seriously consider the advantages of 
recognizing the development of the management 


~~ consultancy function as a form of specialism suitable 
. for ‘post-gradute’ studies by chartered accountants 


under the guidance of their own professional body. 
If this were encouraged, it seems to-be that the 
remarks of ‘Managing Director’ quoted above would 


have even greater force. 
Yours faithfully, 


London EC2. R. 5. WALDRON. 


Annuity Problem 


Sir, – I wonder if any of your readers can help me 
on the following point. 
Under the terms of her late husband's will F. 


. receives an annuity of {500 per annum “free of (ах. 


'This has been paid for the last thirty years and the 
trustees feel that it is desirable to close the estate. 
'This could be done by the purchase of an annuity 
by the trustees but under section 8 paragraph (c), 
Finance Act, 1956, the whole of the annuity payments 
would be considered income and liable to tax. It has 
been suggested that there is nothing in the Act to 
prevent F. selling her annuity to the trustees for a 
lump sum (one presumes the consent of all the 
ultimate beneficiaries is necessary and obtainable) 
and thereupon investing the sum so received in the 
purchase of an annuity. F. is now over 80 years of 
age and the new annuity would consist so largely of 
capital that her net income would be substantially 
increased. 

This seems to me to be a perfectly legal way of 
increasing F.'s spendable income and placing her 
more in the position which the will of 1932 envisaged. 

I shall be most grateful for any help or advice on 
this point. 

Yours faithfully, 


Beckenham, Kent. GILBERT DYER. 


How to Decimalize the Currency 


Sir, - I agree with J. В. Speed, in your April 28th 
issue, that the most convenient unit of decimalized 
money is 55, divided into one hundred parts. I advo- 
cated this twenty years ago, with slight differences. 

I do not see, for instance, the necessity for a new 
name ‘Royal’ for a ss piece. What is wrong with its 
present name, the Crown? 

Also, I don't think we need call the units – cents. 
Why not keep the word penny? In value, the new 
penny would be roughly equivalent to the old half- 
penny with twenty to the shilling and fifty to the 
half-crown. I should call in the present pennies and 
half-pennies (to everybody's relief) and reissue the 
new pennies in the size of the old farthing. 


Yours faithfully, 


London N12. ARNOLD LEVER, F.c.. 
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Banquet in Guildhall 


The Institute of Chartered Accountants in England 
and Wales held a banquet in Guildhall, London, on 
Мау зга. The President, Mr P. F. Granger, F.c.a., was 
in the chair and the principal guests included the Lord 
Mayor and Sheriffs, the Rt Hon. the Viscount 
Kilmuir, c.c.v.o., Lord High Chancellor of England, 
and the Rt Hon. John Boyd-Carpenter, M.P., Minister 
of Pensions and National Insurance. About 6oo 
members and guests attended. 


GUESTS © 
The full list of guests is as follows: 


Messrs C. Anderson (Editor, ‘Investors Chronicle’); R. W. 
Bankes, с.в.в.; P. Bareau (Editor, ‘The Statist’); Sir Eric 


Carpenter, O.B.E. (President, The Institute of Bankers and : С 
Е. ` Ewart Pearce, M.B.E., J.P. (The Rt Hon. The Lord Mayor of 


Chairman, Williams Deacon's Bank Ltd); Messrs L. 
Cheyney, о.в.в. (Secretary, The Institute ој Municipal 
Treasurers and Accountants); J. M. Clarke, с.в.в. (Inspector- 
General of Companies, Companies Liquidation and Bank- 
rupicy, Board of Trade); W. M. Clarke (City Editor, ‘The 
Times’); H. А. L. Cockerell (Secretary, The Chartered 
Insurance Institute); Sir George Coldstream, к.с.в., Q.C. 
(Clerk of the Crown in Chancery and Permanent Secretary to 
the Lord Chancellor); Sir Edmund Compton, к.в.ё., C.B. 
(Comptroller and Auditor-General); Mr K. R.-Cork, c.c.; 


Sir Cecil Crabbe (Chief Registrar of Friendly ‘Societies and ` 


Industrial Assurance. Commissioner). 

Messrs P. C. Davie (The Remembrancer); A. E. Dawson 
(President, The Institute of Chartered Accountants in Ireland); 
А. L. de Bruyne (Director, Nederlands Instituut van 
Accountants); Mrs Olive С. Deer, J.P. (The Rt Hon. the 
Chairman of the London County Council); Alderman and 
Sheriff J. L. P. Denny, m.c.; Messrs Е. H. K. Dibden 
(Secretary, University of London Appointments Board); 
A. J. Driver (President, The Law Society); Colin Duncan; 
H. Eason (Secretary, The Institute of Bankers); E. D. Foster 
(Editor, ‘The Director’); Sir Robert Fraser, 0.3.8. (Director- 
General, Independent Television Authority); Messrs J. 
French (London Financial Editor, ‘The Scotsman’ ); R. Fry 
(Financial Editor, ‘The Guardian"). 

Mr J. W. Gauntlett; Miss B. Anne Godwin, O.B.E. 
(Chairman, Trades Union Congress); Brigadier R. F. S. 
Gooch, D.s.0., M.C. (Private Secretary to the Lord Mayor); 
Councillor Harold Gould, J.P. (Mayor of Holborn); The 
Rt Hon. William Grant, Q.C., м.р. (Lord Advocate); ‘The Rt 
Hon. J. Grimond, м.р.; Messrs J. H. Gunlake, с.в.Е. (Presi- 
dent, The Institute of Actuaries); О. H. Heywood (Senior 
Vice-President, The Royal Institution of Chartered Surveyors); 
Lieut-Col D. V. Hill (Steward, Christ Church, Oxford); 
Mr F. M. W. Hird (President, The Institute of Cost and 
Works Accountants); Sir John Hobson, О.в.., T.D., Q.C., 
M.P. (Solicitor-General); Mr С. B. Hodgson (New Zealand 
Society of Accountants); Sir Harold С. Howitt, G.B.E., 
D.S.0., М.С.. (Past President of the Institute); Mr Percy E. 
Hughes. 

Messrs А. L. Imrie, свв. (President, The Institute of 
Municipal Treasurers and Accountants); А. G. Jenkins (City 
Editor (Thomson Newspapers)); The Rt Hon. Lord Jenkins 
(Lord of Appeal); Sir Russell Kettle (Past President of the 
Institute); Sir Norman Kipping, K.B.E., J.P. (Director- 
General, The Federation of British Industries); Sir Joseph 
Latham, св.8.; Messrs G. Lawrence, Q.C. Chairman, 
General Council ‘of the Bar); C. F. Lewis (Chief Commoner); 
Alderman Sir Denys Lowson, Bt (President, The Chartered 
Institute of Secretaries); Sir Thomas Lund, c.B.E. (Secretary, 
The Law Society); Mr E. H. V. McDougall (Secretary, 
The Institute of Chartered Accountants of Scotland); Sir 
Roger Makins, G.C.B., G.C.M.G. (Chairman, United Kingdom 
Atomic ` Energy Authority); ; Messrs M. Masson (Vice- 


President, Collége National des Experts Comptables de 
Belgique}; T. G. Matheson (Chairman, The Association of 
Scottish Chartered Accountants in London); Sir Theobald 
Mathew, K.B.E., M.C. (Director of Public Prosecutions); 
The Very Reverend W. R. Matthews, C.H., K.C.V.O., D.D. 
(The Dean of St Pauls); Messrs L. W. Millett, р.в.с. 
{Assistant Secretary, The Institute of Cost and Works 
Accountants); P. W. Milligan (Chairman, Lloyd's); H. P. J. 
Milmo, Q.c.; The Lord Milne (Master, The Grocers’ 
Company). 

Sir John М. Nicholson, Bt, c.1.£. (Chairman, Martins 
Bank Ltd); Mr P. S. Noble (Vice-Chancellor, University of 
London); Sir Edward Norman (Chief Inspector of Taxes); 
Sir Charles Norton, M.B.E., M.C.; Messrs W. Stuart Orr 
(Secretary, The Institute of Chartered Accountants ` in 
Ireland); F. C. Osbourn, M.B.E. (Secretary, The Association 
of Certified and Corporate Accountants); Alderman E. 


Cardiff); Mr J. F. Phillips, o.B.E. (Secretary, The Chartered 
Institute of Secretaries); Sir Richard Powell, к.с.в., K.B.E., 
C.M.G. (Permanent Secretary, Board of Trade); Mr L. B. 
Prince, с.с.; The Rt Hon. Lord Radcliffe, с.в.в. (Lord of 
Appeal); Mr Sheriff C. S. P. Rawson; Messrs D. Renton, 
T.D., Q.C., М.Р. (Minister of State, Home Office); F. M. 
Richard (President, Conseil Supérieur de l'Ordre des Expérts 
Comptables et des Comptables Agréés). 

Dame Evelyn Sharp, G.B.E. (Permanent Secretary, Ministry 
of Housing and Local Government); "The Rt Hon, Sir 
Jocelyn Simon (President, Probate, Divorce and Admiralty 
Division of the High Court); The Viscount Simon, C.M.G. 
(Chairman, Port of London Authority); Sir Basil Smallpeice, 
K.C.v.0.; Dame Mary Smieton, р.в.в. (Permanent Secretary, 
Ministry of Education); Messrs C. R. Sopwith (The Public 
Trustee); Edgar Spencer (President, The Association ој 
Certified and Corporate Accountants); J. W. 5. Sprigge 
(Under-Secretary, The Royal Institution of Chartered 
Surveyors); R. J. W. Stacy, с.в. (Under-Secretary, Insurance 
and Companies Department and Bankruptcy "Department, 
Board of Trade); Т. H. Starling (Joint Council of the Societies 
of Chartered Accountants of Soutk Africa); James C. 
Stewart (President, The Institute of Chartered Accountants 


' of Scotland); J. Harold Stewart (Past President, American 


Institute of Certified Public Accountants); D. А. Stirling 
(Chairman, Westminster Bank Ltd); Deputy O. G; Sunder- 
land; Mr J. W. Symonds (President, The Institute. of 
Arbitrators). 

' Messrs J. “Thomson, T.D., D.L. (Chairman, Barclays Bank 
Lid); H. C. Treffers (President, Nederlands Instituut van 
Accountants); D. B. Tregoning, т.р. (President, The 
Chartered Insurance Institute); Arthur E. Webb (Editor, 
‘The Accountant’); F. Whitmore (City Editor, ‘The Daily 
Telegraph’); Dr J. M. Whittaker, F.R.S. (Vice-Chancellor, 
University of Sheffield); Mr J. M. Williams; together with 
F'ast-Presidents, members of the Council and officials of the. 
nstitute. 


CIVIC TOAST 


The toast of ‘The Right Honourable the Lord Mayor, 
the Corporation of London and the Sheriffs' was pro- 
posed by Sir Thomas Robson, M.B.E., Р.С.А., Senior 


Past President of the Institute, who said i in the course `- 


of his speech: 


The large company here assembled demands that the ^ 


warmest thanks be expressed to my Lord Mayor, Alderman 
and Sheriff Denny and Mr Sheriff Lawson and to the City. 
Corporation for the privilege accorded to us tonight of 


- dining within the hallowed walls of Guildhall, and to you, 


my Lord Mayor, and to the Sheriffs, for the particular 


Y 


№ 


privilege we enjoy іп having your personal presence with us, 


here. (Hear, Hear.) 


A. 
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Iam told, my Lord Mayor, that the first of your predeces- 
sors held office for over a score of years. That was over 750 
years ago when, I imagine, the tempo of mayoral life was 
somewhat slower than now. I cannot believe that even your 
iron constitution could withstand such a number of tours 
of duty today with the strains which are now imposed by 
your great office. 


Service and Sacrifice 


There is undoubted satisfaction in a piece of public work 
well done without monetary recompense. It pleases him 
that gives as wel] as the service in which it is given, but no 
such service is given without sacrifice. Those who аге 
assembled here this evening are glad to know that there are 
still men, including many of their own number who are as 
ready as our Lord Mayor, Sheriffs, and members of the 
City Corporation, Parliament, and even, I should add, the 
Council of the Institute of Chartered Accountants, to give 
of their time and energies and of their leisure to help the 
common good. 


Our Institute, and by our Institute — we have some . 


Scottish, Irish and American Institute members here - I 
mean The Institute of Chartered Accountants in England 
and Wales, is not only imbued with a sense of pride because 
its headquarters lie within the heart of the City, and indeed, 
near to this Guildhall in which democratic government has 
continued as an unbroken tradition for over a thousand 
years, but also because the Institute's own members have 
rendered distinguished service on the Court of Common 
Council and other forms of public service in the City and 
elsewhere. And more than one such member has attained 
to the high office which you, my Lord Mayor, now adorn, 
the latest of them being Sir Harold Gillett, Lord Mayor in 
1958, who appears here this evening — I am not sure in 
what capacity, either as a former Lord Mayor or in the 
humbler capacity of Member of the Council of the Institute. 
(Applause.) 


I believe that members of the chartered accountants’ 


profession have much to contribute in the way of skill and 
knowledge, experience and trained judgment, to the solu- 
tion of public problems of the day, and we are delighted to 
find them serving on the Corporation and helping to uphold 
the integrity of City life. Let us see to it that we take every 
reasonable opportunity of making such a-contribution as a 


Sir Thomas-Robson 
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modest return for the generosity of the Corporation which 
has been extended for so many years to our Institute. ` 

'There is no room for complacency in public life, nor in 
the accountancy profession. There is nothing more irritating 
than self-satisfaction in others, whoever they are (Jaughter). 
We must avoid it like the plague and never be so pleased 
with our own achievements that we become like the clergy- 
man who was giving an account of his own past glories over 
others to a fellow minister, At last the sense of Christian 
charity and courtesy of his companion could bear no more. 
‘Aye, James’, ће said, ‘the Lord knows you did your best 
for Him in your way as I have done my best for Him in 
His'. (Laughter.) 

Well, ladies and gentlemen, let that be a lesson for those 
of us who hold positions of responsibility - and who here 
does not hold a position of responsibility? We cannot expect 
long-term success in any such position unless we are pre- 
pared to put into it at least as much as we take out. Тће City 
of London will not hold its position of financial leadership 
in Western Europe under the conditions developing in the 
Common Market and Free Ттаде Area unless its citizens 
are prepared to make sacrifices of time and leisure which 
are imposed on you, my lord Mayor and Sheriffs, by the 
duties of your great offices, The accountancy profession 
recognizes with gratitude the living example which you 
and your colleagues continuously and unconsciously set 
before us, and we will strive to copy it. (Applause.) 


LORD MAYOR'S RESPONSE 


In his response, the Lord Mayor said: 


I would like to thank you, Sir Thomas, for the very 
kindly and felicitous way in which you have proposed this 
very ancient toast. 

“The City of London shall have all the old liberties and 
customs which it used to have’. You may think that that isa 
quotation from Sir Edwin Herbert's Royal Commission on 
Greater London Government – one of that Commission's 
inembers is here tonight – but in fact that quotation is 
slightly older. It comes from the Magna Charta signed nearly 
seven and a half centuries ago, and I like to think that 
history is repeating itself once again, and that the ancient 
privileges of the City are being left relatively untouched. 

But this City has not survived during such a very long 
period of time by reason of its treasures and position, We 
all know that Ethelred the Unready's cowardly policy of 
trying to buy peace at any price from the Danes met with 
the fate it deserved. Down through the centuries the City 
^as built up a reputation for trust and integrity because the 
ћуегу companies were able, from the earliest days, to 


_ enforce the highest standards on their members. 


With new speeds of communication the world has become 
a natural economic unit for commerce and industry. Most 
of us hope that sanity will prevail amongst the human race 
and that we will gradually move to one world. I rather doubt 
if we in this country are really moving fast enough in that 
direction. We certainly have one of the highest standards 
of living in the world but our people don't seem to be really 
contented with that. They certainly don't accept that ancient 
Chinese proverb: that you all know so well: ‘I was angry 
because Í had no shoes until I met a man with no feet’. 
With our standard of living no one should steal or defraud 
or kill, yet, despite this, greed does something to produce a 
situation in which the greater the prosperity, the greater the 
amount of crime. But alongside this crime wave there are 
most heartening signs of a totally different spirit amongst a 
great number of our young people. 

I feel that many aspects of British life need a new impetus. 
In the financial world great responsibility rests on this 
Institute because directors of companies rely heavily on the 
advice your members give over the financial implications 
of many of their actions, 

I firmly believe that the Institute of Chartered Account- 
ants plays an immensely important part in the maintenance 
of the very highest standards of business integrity. Our 
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The Lord Mayor. 


country's present economic performance 18 certainly not the 
best of which we are capable but I greatly hope that every 
member of this Institute will do everything possible to 
stimulate far higher productivity at this vital moment in 
our history. (Applause.) у 


TOAST TO THE INSTITUTE 


Proposing the toast of "I'he Institute of Chartered 
Accountants in England and Wales’, Viscount Kilmuir, 
the Lord Chancellor, said he had a host of happy 
memories of his contacts with members of the account- 
ancy profession while he was at the Bar and he 
remembered the many valued friendships which these 
contacts had given him. 

After referring to the sort of work and conditions 
with which members were concerned in the early years 
following the foundation of the Institute, he went on: 


I doubt whether even your founding fathers could have 
prophesied the manner of the development of industry and 
commerce, the increasing diversity and complexity of all 
forms of social affairs and economic activities, and the result 
of two world wars in a generation which were to test and, I 
believe, to justify their stable foundation for your profession. 

Among the many,.there seem to be four main essentials 
of these changes which particularly affected your profession. 
I think the first is that since the end of the nineteenth 
century, limited liability companies became recognized 
as the only practical way of carrying on large private enter- 
prise business. The modernity of this change I can tell you 
from my own personal experience, for it was only in about 
1944 that I, as Solicitor-General, induced the House of 
Lords to accept a decision in a tax case. It was that of 
Gilberts v. Ferguson, 1881. There is no doubt that in 
Gilberts v. Ferguson the Courts were still looking upon a 
company as an enlarged partnership. But it was soon 


recognized that the most important form of protection for. 


shareholders and the public consisted in satisfactory re- 
quirements for books, accounts and the annual presentation 
of a balance sheet and profit and loss account which an 
independent auditor must report to the sharebolders and 
the public — whether the accounts-were both true and fair. 
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And the utter integrity required made the accountant a pillar 
of respectability instead of a concomitant of insolvency. 

'The second point which I venture to choose is the fact 
that we have had two total wars in our lifetime and apart 
from the vast numbers of lives lost and the social changes 
which have followed, there is a further aspect. In 1914, for 
the first time in our history, an easy-going and highly 
individualistic democracy had to organize itself for war, 
and this meant an examination, a calculation, of the national 
resources in order that they could all be used to produce 
victory. And I would like to say most sincerely, as a member 
of Sir Winston Churchill’s Government during the second 
war that had again to consider these points, how much we 
owe to members of your profession who enabled us to 
examine, to perceive our resources, and try to use them fór 
the best benefit of the country. 

'The third item which I have in mind is taxation; and as 
one who has had varying responsibility, whether on the 
back benches, on the front Opposition bench or as a Minister 
in Parliament, for some thirty Finance Acts, I ought to be 
very quiet about it. I ought to remember the unfortunaze 
American citizen who looked at his tax demand and said: 
‘Our forefathers fought against taxation without representa- 
tion — but look what taxation with representation can do'. 
(Laughter.) I simply note two clear and obvious results. The 
first is that no major decision of business policy today can 
be made without largely deliberating upon the incidence of 
taxation which it entails. The second is that the whole 
machinery of taxation would rapidly, hurriedly and im- 
mediately collapse into chaos without the services of 
chartered accountants. 


Extending Activities 


The fourth point is the extension of your activities. I think 
itis one of the most notable developments, and again hardly 
foreseen by those admirable petitioners of 1880, that so 
many of you who qualify should go into industry and com- 
merce and take on so many and so varied jobs. I need only 
mention your success in management accounting and cost 
accounting to illustrate fully what I have in mind. And 
equally notable are the members of your profession who 
havé become part-time directors in various firms, not as 
specialists, but bringing to the firm their knowledge, 
experience and judgment in financial and business matters. 

Mr President, the explanation usually given for the 
relative youth of your profession is that the need for it was 
only made manifest by the nineteenth century develop- 
ments after the industrial revolution. It has often been said 
that young men — and in this context as in every sensible 
context ‘young men’ embrace ‘young women’ (Laughter) — 
see visions. I venture to suggest to this great company that 
the second half of this mad century of curs requires vision- 


' aries who produce achievements. When we consider that 


your membership has increased from 599 in 1880 to over 
35,000, including the valued influx о: Incorporated Ac- 
countants, and that you have helped so much to establish 
your profession in the British Commonwealth and the 
United States, then indeed you have a large and important 
holding in the stock of Practical Visionaries Unlimited. 
(Applause.) 


PRESIDENT’S REPLY 
In the course of his reply, the President said: 


I suppose there is no greater honour can befall a profes- 
sional man than to stand here on historic soil and reply to 
the toast of his Institute on an occasion such as this. (Hear, 
hear.) It is a peculiar pleasure, too — and one granted to very 
few of Her Majesty's subjects — to have the last word when 
the Lord Chancellor has spoken. (Laughter.) It was very 
pleasant to hear such kindly remarks from him because there 
were earlier occasions when the law and. its representatives 
were not quite so polite. I have only to refer to the 
remarks of Mr Justice Quain at Bristol Assizes on August 
18th, 1875, Не. said that the trustee in a particular bank- 
ruptcy case was a professional accountant and was an incom- 
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petent busybody who wasted the time of the court. He 
compared accountants generally; debt collectors and others 
to detriment with solicitors, 'the latter being gentlemen, 
members of a respectable body'. It is also on record that in 
times of stress such as in 1866 when a very celebrated house 
called Overend Gurney failed and Bank rate — shades of 
today ~ went up to ten per cent, no true citizen of the City 
of London would be seen talking to an accountant. 
(Laughter.) 

Such is the strange mobility of human fortune, however, 
that in a relatively few years time all this seems to have 
changed and on May. 29th, 1894, there was a glittering 
assembly of guests at Moorgate Place and amongst them 
Lord Randolph Churchill who proposed the toast of Тће 
Institute. He paid tribute to the way two members — he 
referred to them as Waterhouse and Whinney — whose 
names are commemorated in their firms known all over the 
world today ~ had examined the accounts of the Ordnance 
Department. It took them four months, which he thought 
was pretty quick, to complete their long, lucid and valuable 
report; and the Government, unlike today when we make 
recommendations, accepted all their recommendations. 
(Laughter and applause.) 

Now one can go on looking at these matters over the 
years but I do not propose to do that. We have somewhere 
in the region of 35,000 members and there is an intake of 
some 3,000 articled clerks each year. Furthermore, as and 
when these young men and young women qualify, they 
don't seem to find any difficulty in finding a job. So it looks 
as if the sort of training we give is one which is of some 
benefit to the community. 


Advice to the Government 


It is our privilege to assist the Government with willing 
advice on matters which fall within our competence as 
members of the Institute, whether we are in practice or in 
industry, and this year has seen no lack of calls made on us. 
Imention this because we recognize and welcome the obliga- 
tions to the State which our status as an Institute lays upon 
us. Service to the community must be an essential essence 
of our Institute. ‘All our past proclaims our future’, and I 
for one have little doubt that there will be new horizons 
emerging through the development of the computer or, 
if you will, the application of machinery to the record, 
the collection and use of business information and its 
interpretation for management, shareholders and the State, 
and the assurance that the information is accurate within 
the limits of a particular case. Certainly if our members, 
whatever they are doing, look at the future they are not 
going to find life dull. 

Now these are days when human organizations tend to get 
bigger and bigger and there is a constant risk that those who 
labour at the perimeter may get overlooked by those who 
work at the centre. It is one of the paradoxes of modern life 
that while communications are speeded up, likewise has the 
growth of business organizations, with the resultant risk 
of neglect of the individual as an individual. I hope our 
members realize that the Council has this particular point 
in mind. No profession worthy of its name can ignore it, 
but it will ~ and this is not exclusive to us - be a problem 
of the future. (Applause.) 


THE GUESTS 


The toast of. "T'he Guests’ was proposed by the Vice- 
President, Mr P. F. Carpenter. They were, he-said, 
honoured by the presence of a large number of dis- 
tinguished people. After thanking the Lord Mayor and 
Sheriffs for their presence, the Lord Chancellor and 
other members of the judiciary, and mentioning 
particularly the Lord Mayor of Cardiff, Alderman 
Ewart-Pearce, with the remark that this was the first 
time they had been privileged to entertain the civic 
heads of the two cities at the same time, Mr Carpenter 
said: 
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Mr Boyd Carpenter 


It would perhaps be invidious to mention Ђу name the 
many representatives of universities, industry, commerce, 
the Civil Se-vice, banking, the Press and other professions, 
but they are all both individually and collectively very wel- 
come. I would, however, like to welcome the representatives 
of other accountants’ bodies, in particular those from 
overseas. We are delighted to have with us leaders of the 
profession from the United States, South Africa, New 
Zealand, Belgium, France and Holland, and we thank them 
for sparing time to be with us tonight. (Applause.) Many of 
them are, in fact, very old friends of ours and we are 
delighted to see them again. I am not forgetting the repre- 
sentatives ог the Scottish and Irish Institutes for it is always 
a very great pleasure to see them. (Applause.) 


RESPONSE TO ‘THE GUESTS’ 


The response to the toast of “The Guests’ was made 
by Mr Boyd-Carpenter in a highly entertaining and 
witty speech, typical of which is the following: 


When I was a child my parents, who understood me 
better, I think, than was altogether comfortable for me, tried 
to introduce an element of ‘rudimentary good manners by 
telling me that if I did not say “Thank you’ nicely when I 
had been entertained I would never be asked again. That 
memory has remained very firmly with me. Indeed, not 
long ago it lead me somewhat astray. In the course of my 
speech I overlooked, for a moment, the fact that we were 
attending a quincentenary dinner, the next of which would 
occur in one hundred years time. I think I exaggerated 
somewhat the effects of my dynamic colleague, Mr Enoch 
Powell in the Health Service, when 1 ended the speech in a 
passionate appeal to be asked to the next dinner. (Laughter.) 
It was perhaps an error of the same character as that which 
is recalled by the Coronation of His very late Majesty, 
King George III when almost everything went wrong. 
Finally, the much-tried monarch complained to the Earl 
Marshal of the day who apologized and said in careful terms 
that he would ensure that everything would be right on the 
next occasion. (Laughter.) Тће King had the laugh on the 
Earl Marshal for he lived for another sixty years. It is my 
duty, on behalf of all, to thank you for a most agreeable 
evening spent іп most agreeable company. (Арраизе.) ` 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
EIGHTY-FIRST ANNUAL MEETING 


The eighty-first annual meeting of The Institute of ` 


Chartered Accountants in England and Wales was 
held in the Hall of the Chartered Insurance Institute, 
Aldermanbury, London, on May 3rd. 'The President, 
Mr P. F. Granger, F.c.a., was in the chair. With him 
on the platform were: the Vice-President, Mr P. F. 
Carpenter, F.C.A.; Sir Thomas Robson, M.B.E., F.C.A., 
Senior Past President; Mr W. L. Barrows, LL.D., 
F.c.A., Sir William Carrington, Е.С.А., Mr D. V. 
House, F.c.A., Mr W. H. Lawson, C.B.E., B.A., F.C.A., 
and Mr S, J. Pears, F.c.a., Past Presidents; Mr A. S. 
МасТуег, с.В.Е., M.C., B.A., Secretary, and Mr F. M. 
Wilkinson, F.c.A., Deputy Secretary. 


ADDRESS BY THE PRESIDENT 
Addressing the meeting, the President said: 


'The 1961 report and accounts have been in your hands 
for a little time and the report reviews in some detail 
the activities of the year. However, before I move the 
adoption of the report 
and accounts, I would 
like to use the privilege 
which I have as Presi- 
dent to draw your atten- 
tion to various matters 
which I think are im- 
portant. 


TECHNICAL 
ACTIVITIES 


Statements on Audit- 
ing. Twenty years ago 
the Council broke away 
from all previous tradi- 
tion by commencing its 
series of Recommenda- 
tons on Accounting 
Principles. Since that 
time a great many technical documents have been 
issued by the Council for the guidance of members. 
In this technical field the Council created a new land- 
mark last August when it issued the first of a series of 
Statements on Auditing. The No. r Statement dealt 
with General Principles of Auditing and the No. 2 
Statement, issued last March, dealt with Stock-in- 
trade. and Work in Progress. With the invaluable 
assistance of the 'l'axation and Research Committee 
further statements on auditing are in preparation, but 
it will take time for them to be issued. 

I commend these new statements to you for your 
earnest consideration. Тће Council regards them as 
most significant additions to the range of important 
technical documents emanating from the Institute. 
'The No. 1 and No. 2 Statements have been issued in 
quantity to the students' societies for distribution to 
all their student members. 





Mr P. F. Granger 


I must, however, emphasize that in issuing these 
auditing statements the Council is doing no more than 
offer guidance to members. It must still remain 
with the individual auditot to decide, in the circum- 
stances of each particular audit, the nature and extent 
of the tests and examinations he should make in order 
to enable him to discharge his responsibility. In doing 
so he must rely on his professional training, experience, 
skill and judgment. It is not for me or the Council to 
tell him what he should do. 

Terms used in published accounts. We are 
issuing as part of a supplement to the Members 
Handbook, a statement entitled Terms used in Published 
Accounts of Limited Companies. It is intended for 
reference purposes as and when the occasion arises. 
I think you will find that it will come to be in frequent 
use as a means of helping you to decide what would be 
the most suitable description for particular items in 
accounts which you are preparing or auditing. ` 

Here again, however, I must emphasize that the 
terms suggested by the Council are suggestions only 
and will not necessarily be appropriate in the circum- 
stances of a particular business. The Council is not 
aiming at regimentation or standardization. I do not 
think that standardization is compatible with the 
presentation of a true and fair view. . 

Technical activities generally. I will not take 
you in detail through the many other technical matters 
on which the Council has been engaged during the pest 
year. 'Those which have been brought to a conclusion 
are referred to in the annual report. There are many 
others which continue as work in progress and we have 
something of a stock-pile of subjects for future con- 
sideration. 

You will have seen from the annual report that the 
Council has now received the report of the Technical 
Activities Committee. 'l'his committee was appointed 
to review the whole question of the Institute's activities 


. in the technical field and to report with recommenda- 


tions on objectives, how those objectives can be 
achieved and the associated problems of staff and 
office accommodation and cost. It is too early yet to 
make any statement though I hope that the Council will 
be able to do so in the near future. 

Any consideration of this subject, however, leads 
to the inevitable conclusion that the Institute's techni- 
cal activities and their cost are bound to increase. The 
work of the profession ‘is constantly increasing in 
range, complexity and importance and in this dynamic 
development the Institute must obviously play its 
full part. 

Taxation. It is natural that over a long period of 


years our profession should have become closely 


associated with taxation matters. Our taxation system 
depends upon accounts and this is precisely our sphere. 
The Council is able to draw upon a vast amount of 
experience throughout the country апа ‘іп this way 
is well fitted to direct the attention of the Chancellor 
of the Exchequer and the Board of Inland Revenue to 
anomalies and uncertainties in existing taxation 
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legislation and in Finance Bills. We are not by any 
means always successful in our representations and 
indeed there are some which we keep on repeating in 
the hope that one day something will be done. For 
example we are still hoping for amendment of the 
Schedule E expenses rule to allow deductions on a 
more reasonable basis. On the other hand, the Chan- 
cellor has this year adopted our often repeated sug- 
gestion that Finance Bills should be accompanied by 
explanatory memoranda. 

Our representations are often the subject of dis- 
cussion between representatives of the Council and 
representatives of the Board of Inland Revenue. We do 
not always agree with the Revenue view but we 
greatly value these opportunities for discussion and we 
believe them to be of mutual benefit. . 

Our appreciation of the Board's readiness to talk to 
us does not, of course, do anything to temper our 
disappointment when our suggestions are not adopted. 
Equally we must recognize that the Board, too, has its 
disappointments. For example the Board believes that 
the profession could do a lot to expedite the submission 
of accounts and returns. Now this is a very big subject 
and there are many causes for delays. Many of these 
lie with the taxpayer himself but some also lie with the 
Inland Revenue and some with our profession. In so 
far as the faults may lie with us I hope that we may all 
do whatever we can towards reducing arrears and 
preventing them from arising in future. I hope, too, 
that inspectors of taxes will not impede us in our 
efforts by making their queries unnecessarily extensive 
and detailed. 


EDUCATION AND TRAINING 


No subject is of greater importance to us than 
the'education and training of our future members. 
Unless we recruit well educated young men and wotnen 
of the right calibre and give them thorough training 
in the work of the profession we shall not be able to 
maintain and enhance our professional standards. You 
all know that this matter has been examined by the 
Committee on Education and Training and the report 
of that committee has been considered in detail by the 
Council in the light of the comments made by its 
committees and by the committees of the district 
societies. As you will have seen from the annual report, 
the Council has now been able to announce that it has 
adopted in principle many of the recommendations 
made in the report and that others are still under 
consideration. I am sorry that I cannot be more specific 
at this stage. Indeed, the annual report contains a 
warning that no one should take any course of action 
based on the assumption that a particular recom- 
mendation will be implemented. Announcements will, 
however, be made from time to time and in the course 
of the next twelve months the full pattern of the 
proposals will probably have been made known. 

Some of the recommendations can be implemented 
almost immediately. Others require lengthy periods 
of notice and preparation. Some require alterations 
to the Royal Charters and bye-laws. In addition there 
are important financial implications. Earnest attention 
is being given to these matters. 

Quite apart from our own education and training 
requirements we need to recruit more university 
graduates and 1 hope that this will be achieved as a 
result of the activities of the Committee on Relations 
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with the Universities which the Council appointed last 
October. 


THE SMALL PRACTITIONER 


'The majority of our articled clerks are trained in the 
offices of the smaller firms and these firms therefore 
have a special interest in the outcome of the Report on 
Education and Training. They also have many other 
problems and I am indeed most gratified by the res- 
ponse to the inquiry which was instituted last year. 
You will remember that the presidents of the district 
societies were asked for their assistance in making an | 
inquiry into the problems and difficulties of the small 
practitioner and for this purpose a questionnaire was 
issued. We owe a debt of gratitude to the presidents of 
the district societies, their committees, branches and 
groups for having responded so nobly to this appeal. 
Throughout the country some eighty meetings have 
been held, attended by over 2,000 members, and as a 
result we now have for the first time a collection of 
views of a large number of small practitioners and this 
should be of the utmost value to the Council in its 
efforts to overcome problems and difficulties. I must, 
however, ask for a little patience. There is no easy and 
rapid solution to most of our problems. 

I may say that the inquiry indicates that there is 
great interest in matters such as fees, competition, 
registration, publicity, staffing, recruitment of articled 
clerks, relations with the Inland Revenue and relations 
with members of other professions. 

In response to one of the questions, members have 
shown a remarkable willingness to give information on 
fees, salaries and costs. There appears to be a strong 
feeling that detailed information on these matters 
should be obtained at an early date through a survey 
on an anonymous basis and this we intend to arrange. 


MEMBERS IN COMMERCE AND 
INDUSTRY 


One of the outstanding features of our Institute has 
been the extent to which members enter industry and 
commerce. More and more members earn their living 
in these spheres and many of them add distinction to, 
themselves and the Institute by occupying executive 
positions carrying very heavy responsibilities. Not a 
few of them are called on by the Council to assist in 
matters where their experience and: advice are of the 
greatest value; and of course the profession in industry 
is represented – and wel] represented — on the Council. 

I am anxious to emphasize this aspect of our profes- 
sion because there may be a tendency to regard the 
Institute’s activities as being unduly weighted in 
favour of the practising side. [ regard it as wrong to 
think of the profession as being divided into two. I am. 
of the opinion that the profession and membership of 
the Institute are synonymous and that in whatever 
capacity a member earns his living, fundamentally 
he is concerned with the true and fair view, the accuracy 
of the record, the integrity of the professional man and 
the quality of the service he provides. 

I hope for example that members in industry and 
commerce regard the Recommendations on Accounting 
Principles as being of no less importance to them than 
to the practising members. Conversely our publications 
on management accounting are directed no less to the 
practising member than to the industrial member. 
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PUBLIC RELATIONS 


А little over a year ago the Council appointed a Public 
Relations Committee in order to co-ordinate and 
expand our public relations activities. The committee 
has the advice of a professional publicity: consultant 
who attends all its meetings. 'The committee has been 
busily engaged during. ће past year in laying the 
foundations for what we hope will be worth-while 
projects. We are fully conscious of the potentialities 
not only of the written word but also of radio and 
television. Incidentally you may have noticed that our 
Hall in Moorgate Place was used on Bu dget day for 
the purpose of televising comments by leaders of 
various walks of life in the City and one of our members 
participated. 


INSTITUTE FINANCE- 


A year ago my predecessor drew attention to the satis- 
factory state of the Institute's finances but warned that 
a period of development and expansion lay ahead in 
which additional revenue would be required in order to 
avoid income deficits. The Council is not yet able to 
announce its building development plans, as certain 
negotiations are still in process; but taking that matter 
in conjunction with the implementation of recom- 
mendations i in the Report on Education and Training, 
expansion of the Institute's activities in the technical 
field, publicity and so on, it is inevitable that large 
amounts of money will be involved in the immediate 
future. The financial implications are being worked 
out and it seems inevitable that members will in due 
course be asked to approve increases in subscriptions 
and fees. 

So much for domestic matters but before I conclude 
I will refer to two matters which I will call International 
Affairs and National Finances. 


INTERNATIONAL AFFAIRS 
In September of this year, the Eighth International 
Congress of Accountants is tó be held in New York. 
We expect our Institute to be well represented by 





ACCOUNTANT 


May 12th, 1962 


several hundreds of our members. Then in September 
next year there is to Без European Congress of 
Accountants in Edinburgh with 'l'he Institute of 
Chartered Accountants of Scotland acting as the host « 
organization. His Royal Highness The Duke of 
Edinburgh has been pleased to give his patronage to ^ 
the congress. Such international gatherings of account- 
ants are of immense importance to the profession. 
The profession in its widest sense exists largely. to 
provide essential services for industrial, commercial 
and financial organizations and because of this the. 
profession is essentially international in outlook. It is 
therefore important that there should be opportunitiés 
for international exchanges of view, sometimes on a 
world platform and sometimes on a regional platform. 
New York and Edinburgh will provide these oppor- 
tunities. 

The international nature of the profession has always 
been of importance to us. Since the very earliest. days - 
of the Institute, chartered accountants have ventured 
overseas and we now have over 4,000 members outside ` 
the United Kingdom. Over the years our members 
have taken a major part in the creation and develop- 
ment -of an organized profession in many overseas 
countries. This was a necessary accompaniment to the 
opening-up and development of overseas countries. 
Today’ the vast organism of trade and commerce 
sprawls all over the world and it is in greater need than 
ever before of the services which our members are well 
fitted to provide. 

This question of practice abroad and restrictions on 


_itis of particular i importance to the profession and to the 


business interests which rely upon it in connection 
with the -development of the European Common 
Market. The Council is watching the situation closely. 
There are many differing conceptions of the profession 
on the continent of Europe and many difficulties will 
need to be overcome in order to apply the liberalization 
requirements of the Treaty of Rome. Our hope of 
course is that the Common Market countries will be 
placed on a basis comparable with that in the United 
Kingdom so that accountants with suitable qualifica- 
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tions will be able to practise the profession irrespective 
of their nationality and place of residence, with freedom 
to enter into international partnership arrangements 
of the kind which are so well understood in the English 


"speaking world. We shall continue our efforts to that 


end. 

I must also refer to those of our members who are 
employed overseas in industry or commerce or in 
Government service. There are many of them. They 
do work which redounds to the credit of our Institute 
by reflecting our standards of business integrity and 
competence. Moreover, they have made and are making 
а great contribution to our exports. One cannot run a 
business abroad unless one is satisfied about the sound- 
ness of the financial planning and administration, the 
accuracy of the accounts and returns and the com- 
petence of those responsible for them. 

Last September I had the privilege of representing 
the Institute at the annual meetings of the World 
Bank and its associated organizations. These were held 
in Vienna. So far as I am aware no other accountancy 
body from any part of the world was represented on 
this occasion and I regard the invitation which was 
extended to us as being an indication of the interna- 
tional reputation which our Institute possesses. The 
World Bank and its associated organizations, particu- 
larly The International Finance Corporation, have a 
great deal to do with the provision of funds on a large 
scale for development projects in many parts of the 
world. My attendance in Vienna led me to believe that 
there must be great scope in these matters for the use 
of the world-wide professional services which members 
of our Institute can provide. 


NATIONAL FINANCES 


Civilization and bureaucracy seem inevitably to go 
hand-in-hand. It is, therefore, very comforting to 
remind ourselves that as a profession we are not subject 
to any form of Government control. We have in this 
country a taxation system under which it is virtually 
unheard of for Inland Revenue officials to examine the 
books of taxpayers; such a system would be impossible 
but for the trust placed in us by both the Inland 
Revenue and the taxpayers for whom we negotiate. I 
am a great believer in the importance of the individual 
and I believe that our profession does a great deal to 
help preserve that importance. As responsible profes- 
sional men whose training and experience bring us 
into direct contact with every conceivable kind of 
industrial, commercial and financial activity we have a 
very important role in national affairs. This is a position 
we must strive to maintain and improve. We can do so 
by maintaining and improving our own standards and 
by resisting firmly any encroachment upon the range 
of our activities. , ` 

With the exception of the Exchequer accounts there 
is in this country very little auditing by Civil Servants. 
This is as it should be. Auditing is fundamentally a 


< skilled professional job calling for great breadth of 


training and experience and best carried out by the 
independent professional man. Auditing by Govern- 


, ment department as a compulsory requirement is to be 


deplored and we must continue to be alert and ready 
to deal with any movement towards any extension of 
the present narrow field in which audit by Government 
department is compulsory. 

Professional audit of nationalized undertakings is 
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now a well-established principle but I would like to see 
a realization by the Government that the accountancy 
profession could readily provide additional services 
which would be of great value in relation to the enor- 
mous amount of money and manpower involved in the 
nationalized undertakings. Ten years ago the Council 
submitted a memorandum to the Select Committee on 
Nationalized Industries indicating how professional 
accountants could be of substantial assistance to 
Parliament in addition to what they now do as auditors. 
We suggested that the professional accountant could 
participate in periodical reviews of the nationalized 
industries; that he could make special ad hoc investiga- 
tions into particular phases of the undertakings if called 
upon to do so by the Public Accounts Committee; 
that he could assist the Public Accounts Committee 
as to the lines its inquiries might take when it is 
considering the voluminous annual reports and 
accounts of the undertakings; and that his normal 
duties as auditor could with advantage be extended so 
that he would make a supplementary report on matters 
which appear to need examination, for example where 
Government grants have been given on the basis of 
estimates furnished by the undertaking and the 
subsequent results have differed materially from the 
estimates; or where an undertaking has incurred 
substantial capital expenditure which was intended 
to be productive but which has not proved productive 
orupon which an adequate return has not been received. 

There is great scope for useful work by the profession 
in these important matters and not only in the national- 
ized undertakings. It is surprising to me that the 
Government has not long ago realized that we have 
available for the asking the professional ability and 
experience to make an immense contribution to the 
economic welfare of the country. 


APPRECIATION 


I conclude by expressing my thanks to all the members 
of the Council for their kindness and assistance in 
what is obviously the outstanding year of my profes- 
sional life; to the district society presidents whose guest 
I have been and from whom I have received great 
hospitality; and finally to the Institute staff who have 
helped what I think at times has been a rather lame 
dog over some difficult stiles. This is Mr Maclver's 
last annual meeting and although he does not retire 
until September it would ill become me to let this 
meeting pass without а “thank you' on your behalf and 
my own and on behalf of all those he has guided and 
helped during his long and able period of service to the 
Institute and its members. 

I now propose, and I ask the Vice-President to 
second, the adoption of the report of the Council and 
the accounts for the year ended December 31st, 1961. 

The Vice-President, Mr P. F. Carpenter, seconded 
the resolution and the President then invited questions 
from members. 


DISCUSSION 


Mr C. H. Chidgey, A.S.A.A.: In the annual report there 
is a number of references to the Society of Incorporated 
Accountants. I do not think I need refer to these in detail 
but I would like to draw attention to the now diminishing 
but none the less still substantial number of our members 
who are incorporated accountants. There is, of course, 
nothing derogatory in this title, but nevertheless I think 
it would be fair to say that the majority still desire full 
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integration with other members of the Institute. If you are 
able to make any statement about developments in this 
matter it would be greatly appreciated. 


The President: This is not an easy problem as you can 
imagine, because it was very much an essential part of the 
integration scheme. It has, however, recently been referred 
to a special committee for examination and 1 know that the 
committee will approach its task with a desire to be helpful 
and to try and overcome the difficulties. More than that I 
am afraid I cannot say at this stage. 


Mr S, L. T. Crawford, F.C.A.: I would like first of all 
to draw attention to the very short period of notice which 
is given for this meeting. The day has been changed this 
year and, as far as I am concerned, I received my notice 
on the Thursday afternoon immediately before Easter, and 
including the Easter week-end had a bare fourteen days’ 
notice of the meeting. Comparing that with the twenty-one 
days that limited companies are required to give, I consider, 
and suggest to you, that the Institute is setting a very bad 
example. I hope that that sort of.thing will be corrected 
in the future and that we shall have at least a clear twenty- 
one days’ notice. ` | 

Secondly, while welcoming this small practitioner 
inquiry, I would like to draw attention to one or two points. 
You have emphasized in your statement that it is a small 
practitioner inquiry, but I rather feel it is an ‘all-practitioner’ 
inquiry, embracing. the larger firms as well as the smaller 
firms. I attended some of the inquiry meetings in East 
Anglia and emphasized there that in my view — and I had a 
good deal of support — the problems of the small practitioner, 
the true small practitioner, let us say those who have under 
ten total personnel and under £10,000 a year gross fees, are 
very different from .the larger firms; and there are larger 
firms in the provinces who have eight or ten partners, three 
or four offices, up to eighty staff, whose problems are vastly 
different. Yet in East Anglia,as I understand it, the whole of 
the members were asked to contribute to this inquiry. In my 
submission, this is entirely wrong. In a small practitioner 
inquiry we should define what a small practitioner is and 
restrict it to the small practitioner so that we get the small 
practitioner's views. 7 

Thirdly, I would like to refer to the district societies. 
Am I right in thinking, Mr President, that so far as East 
Anglia is concerned – in which I practise – that it is neces- 
sary for me to apply for membership of the district society 
and to get elected and to pay a separate subscription before 
I can take part in the district society's affairs? How much 
that subscription may be I have not been able to find out. 
I raised the point at two of the small practitioner meetings 
and nobody was able to say what the subscription was to the 
East Anglian District Society. I think it is entirely wrong 
that the district society should have the right to nominate 
members for the Council and get the support of the Council 
to those nominations if they do not truly represent all the 
members of our Institute. In other words, if the membership 
of the district society is not automatic, instead of the district 
societies being a channel for communication to the members, 
it seems to me that they must act as a bar to communication 
between the Council and the members, and vice versa, if 
membership is not open to all. ; 

Finally, may I refer to Mr Barlow’s nomination, and say 
that I am very sorry that in paragraph 7 of the report there 


is no mention of Mr Barlow's nomination although there is 


mention of the other members. 
The President: As regards the notice of the meeting the 


bye-law stipulates not less than fourteen and not more than: 


twenty-one. 


Mr Crawford: I did not criticize it, Mr President, as 
being out of accord with our rules. I simply drew attention 
to the short period and contrasted it with limited companies 
who give at least twenty-one days’ notice. 


The President: We can note that. The reason that the 
meeting is held today, instead of the usual Wednesday, 
which incidentally I think gave you an extra day, is that we 
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have a banquet at Guildhall tonight and the only way we 
could arrange this for the same day as our annual meeting 
was to have both today, instead of our usual Wednesday. 

On the question of the small practitioner, it is not very 
easy to define ‘small’ and we left it to the individual district 
societies to make up their own minds as to whom they sent 
the questionnaire. Personally, I have no doubt whatsoever 
that in the returns we have received, the small practitioner, 
however defined — that is to say ten, rine, eight, down to one 
staff —is very well covered. We could not, nor would we 
wish to, interfere with the way districts conducted this 
inquiry. It would depend on how the individual committees 
felt about it; but the emphasis all the way through has been 
on the small practitioner. B 

I. really cannot help you over the rules of the districts 
regarding rates of subscription. What I suggest you do is 


look in the early pages of the Red Book where you can see: 


the name of the secretary of the district society and write 
to him. 

“There was no deliberate omission of Mr Barlow's name 
from the report — we will look into that point. I think it was 
merely a question of timing and printing. There was по 
intended reflection on him. in any shape or form. 


Mr Robert Barlow, V.R.D., F.C.A.: As a small practi- 


tioner in all senses of the term, both as regards fees and · 


stature, I have attended three of these inquiry meetings, 
ranging from going as a guest to the East Anglian meeting 
and to the Southend Group of the London District and one 
of those held in London, and it is pe-fectly clear to me that 
the problems encountered in London are far . different 
from those encountered in the country. I am in the London 
District, practising in Chelmsford, but my practice is very 
rural in concept. Our problems are quite different and Í 
Rope that if anything comes of this inquiry they wii be 
noted. 

'The other point is regarding what Mr Crawford raised 
about the district societies. I am perhaps privileged in that 
I can automatically, if I wish, join the London District 
Society – I believe without further subscription. Тће point 
is that if I were in Colchester and wished to join the district 
society and become 4 representative on the Council in 
some way or another, I should have to pay a further sub- 
scription to the East Anglian District Society or whatever 
the district would be. Thereby, as I see it, those members 
who are not in the London District Society who wish to 


have any voice other than at this annual meeting in the 


conduct of the affairs of the Institute have to pay a further 
subscription to get a voice, to join their district society 
other than, of course, by direct representation to the 
permanent officials. 


The President: Well, of course, you are speaking to one 
who has paid the district society subscription for practically 
the whole of his life. Surely, if you want the privilege of tak- 
ing part in these Institute activities, the amount of the 


`= 


subscription to a district society should not be a factcr in ` 


stopping you taking such action as ycu want to take, 


Mr Barlow: It is not a question of the amount. ЈЕ 45 a 
question of principle. It is what many people spent the 
years 1939-45 fighting for. It is a question of principle; rota 
question of money. 


Тће President: I do not think I can help you ап 
further on that, Mr Barlow. 


Mr Crawford: Do we understand... 


The President: Really, there is an awful lot of other 
people in here. Before I continue with questions from that 
particular corner, could I ask if anybody in some of the 
other corners wishes to ask a question. I do not want to 
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stifle discussion in any shape or form but I do not want this . 


to start as an argument between the President, on an 
occasion like this with the vast number of members here, 
and two or three members. (Hear, hear.) Has anybody got 
any other question they would like to ask? (A pause.) Now, 
Mr Crawford? (A pause.) I now put to the meeting the 
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resolution for the adoption of the report of the Council and 
the accounts for the year 1961. Those in favour? Those 
against? That is carried. 


APPOINTMENTS TO THE COUNCIL 


The appointment of two members of the Council, 
Mr Ralph Gordon Slack, M.A., в.с.А. (Hull) and 
Mr Alfred Gordon Thomas, F.c.a. (Sheffield), to fill 
vacancies arising since the last annual meeting, was 
confirmed. 

The President: The next item is that relating to the 
election of eleven members of the Council and in order 
to make it perfectly clear as to what the present рго- 
cedure is and has been I am going to take a few minutes 

- of your time by reading something which I have had 
prepared and which is, as far as I can make it, as 
neutral as possible. 

You will see from the notice convening the meeting 
that in addition to the eleven members of the Council 
who retire by rotation and are nominated for re- 
election under bye-law 6, there is also the nomination 
of Mr Robert Barlow under bye-law 7. In accordance 
with bye-laws 8 and 9 we must therefore vote at this 
meeting. Voting papers have been issued to you. 
Before the vote is taken, however, I will remind you 
of the procedure which has been followed for many 
years in appointing members of the Council. There is 
no secret about it. It is already on record. ў 

There are fifty-five seats on the Council. Of these, 
ten were created under the Scheme of Integration and 
filled by ten members who were members of the 
Council of 'The Society of Incorporated Accountants. 
None of these ten Council members can be replaced. 
When any of them ceases to be a member of the 
Council, his seat will automatically lapse and in due 
course, therefore, the number of seats on the Council 
will revert to the normal number of forty-five. 

Of these forty-five seats, five are reserved for mem- 
bers not in practice. 'This is not required by the Royal 
Charters and bye-laws. It is an arrangement which, 
on the recommendation of the Council, was adopted 
by members at the annual meeting in 1950. 

The remaining forty Council seats are divided over 
the areas of the district societies (which cover the whole 
of England and Wales), so that each area has an 
appropriate representation on the Council. When a 
Council member dies or retires, the committee of the 
appropriate district society is asked to submit names 
and it is from the names so submitted that the Council 
elects a new member in place of the member who has 
died or retired. 

Each year one-fifth, that is to say eleven, of the 
members of the Council retire by rotation, and they 
are eligible for re-election. Two of these are Society's 
appointed members. The names of the other nine are 
submitted to the relevant district societies who thus 
have the opportunity of putting forward any other 
names if they wish to do so. š 

These arrangements have been followed for a great 


4 many years and in the opinion of the Council they 


provide the most suitable method of recruiting to 
membership of the Council those who have al:eady 
demonstrated both their readiness and their ability 
to serve the Institute, particularly through the district 
societies. 

It is because the Council believes firmly in the 
procedure which I have just outlined that the Council 
recommends, as stated on the notice convening the 
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meeting, that the eleven vacancies be filled by the 
re-election of the retiring members. 

Now, that is exactly how it has been done and has 
been laid on for this meeting today. Before I ask 
members to complete their voting papers would any 
member wish to speak on this? 


Mr G. R. Appleyard, F.C.A.: Mr President, I think you 
have explained to all of us very clearly the constitution of the 
Council as it now stands, and I think there is very little more 
to be added to it except the fact that so far as the district 
societies are concerned anybody can join a district society, 
and if they are really interested in Institute affairs they can 
get themselves elected to the committee of the district 
society. The committees of these district societies do a 
tremendous amount of work on behalf of the Council and 
on behalf of the local geographical members, and that 
seems to be a splendid training ground before a member 
is elected to the Council. 

` The Council in the past, I think it can be fairly said, 
has served this Institute very well. Ladies and gentlemen, 
what we want is the best men we can get;.men of integrity; 
men of responsibility and most important of all, men who 
have got the time to give to this all important job. It is 
my sincere wish that this procedure is continued with. 
(Hear, hear.) . 


МЕ E. А. Bland, D.S.O., Е.С.А.: Mr President, I would 
like to say, as a member of perhaps the smallest district 
society, that I entirely support what Mr Appleyard, coming 
from the largest district society, has said. 


The President: Thank you, Mr Bland. Does anybody 
else wish to speak on this? 


Mr С. V. Best, F.C.A.: On behalf of the London District 
Society, and I think most people here will know that I am 
interested in the London Society, I would like to support 
the comments which have already been made and suggest 
that Mr Barlow takes up some lesser duty and lesser 
responsibility in the Institute in order that he can thereby 
get the requisite training to becomea member of the Council. 
As far as London is concerned, I think most of you will 
know that the area covered by the District Society is-— I will 
try to remember – the counties of London, Middlesex, 
Hertfordshire, Bedfordshire, Buckinghamshire, Berkshire, 
parts of Essex, parts of Oxford, part of Kent, and for some 
reason unknown to me, the Channel Islands. (Laughter.) 
In this area, Mr President, I am told there are something 
in the region of 16,000 Institute members — practically 
half of our membership. Mr Barlow has himself this after- 
noon said that the problems he has are entirely different 
from those in London. I agree with him in that respect and 
I would like to suggest to him that he helps the local mem- 
bers and the members of the London District Society and 
their committee by helping to form a group or a branch of 
London District Society in Chelmsford. If he is willing to 
do that and will meet me after this meeting, or at any time, 
I will be delighted to help him to get this venture going. 
While at the moment, for the reasons that I have stated, I 
will vote against his appointment to the Council, I trust 
that on some future occasion, he having proved himself, 
I shall be justified in supporting bis nomination. 


The President: Does anybody else wish to speak on this? 


Mr Crawford: I would like to say, Mr President, that I 
should.be directly in favour of Mr Best's remarks if, and 
only if, membership of the district societies was universal to 
all our members and were not the subject of a separate 
subscription. I think therein lies the wrong principle. 


The President: Does anybody else wish to speak? 
CA pause.) Well, now, would you please complete your voting 
papers. The auditors are acting as scrutineers. 


APPOINTMENT OF AUDITORS 


Now, gentlemen, I hope you do not mind if I proceed 
with one or two other matters. 
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The next item on the agenda is the important one ой. 


appointing auditors. You will have seen from the 
report that the Council is recommending an increase in 
the fees from 1,000 to 1,250 guineas, not only for the 


present year but also for 1961. Accordingly, a higher. 


amount has been charged in the 1961 accounts. Now, 
under Bye-law 115, Mr Bingham and Mr Pells retire 
and are eligible for reappointment. May I have a 
proposal please? 

А Member: I have pleasure in proposing the re- 


appointment of the auditors, at the increased fee for. - ` 


1961 as well as for the future. 

The President: Thank you very much. 

A Member: I would like to second that, Mr 
President. 

The President: Thank you very much. АП those 
in favour? Thank you. 


FIRST DECIMAL COINAGE RESOLUTION 


Now, we have a rather more thorny one, I think. We 
come to item § on the notice convening the meeting. 
Mr Armitage and some others have given notice that 
they wish to bring a motion before the meeting and 
therefore I will call upon Mr Armitage. 


Mr Е. L. Armitage, F.C.A.: Mr President, this motion 
is brought. before the annual meeting of members for two 
main reasons. First, because decimalization of the currency 
is sufficiently important to all of us to deserve considerable 
care and thought, and secondly, because there is hope that 
those things which are matters for concern will be remedied 
now that attention has been drawn to them. 

The motion is not intended in any way as an assault on 
the Council or on our constitution; it is not that at all, and 
I should like to say straight away that I very much appreci- 
ate the time, given freely and without financial recompense, 
by those members who serve on our Council and its 
committees. I am sure that we all desire to thank them 
sincerely, but that does not mean that our administrative 
body wishes to be considered infallible, and, in fact, the 
founders of our Institute who framed its constitution fore- 
saw that there would be occasions when members felt that 
there were matters which required to be ventilated, and 
accordingly, they made express provision in our bye-laws 
to enable this to be done — and it is strictly in accordance 
with these constitutional provisions that this motion is 
brought before this annual meeting. 

It is not an attempt by a handful of eccentrics to hold an 
inquest on something that is mere theoretical nonsense, 
Decimalization of our currency may "have been viewed like 
that in the past, but now it is an issue which the Govern- 
ment has said is to be decided this year; it accepts it in 
principle; it wishes to determine which system is best. 

When reading the motion, you will have noticed that it 
does not oppose decimalization of the currency, and also 
that it does not speak either for or against retention of the £ 
sterling. Those are matters which more properly fall under 
a separate motion standing in the name of another member, 

. and which is to be considered later. What the present 
motion does say is that the manner in which the subject 
has been handled ‘leaves much to be desired’; and the 
element of criticism is esseritially contained in these five 
words ~ ‘leaves much to be desired’. These words are 
meant to be taken literally, and by doing what is desired, 
the Council can remove the objections, and we can all hope 
to be reasonably well satisfied. It may help if I read it at 
this stage. The motion is: 

“That this meeting considers that the handling of the 
subject of decimalization of the currency leaves much to 
be desired, inasmuch as the Council: 

(а) has published two opposing views on the question 
of the system to be adopted, by giving one opinion 
to the Committees appointed by the British 
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Association for the Advancement of Science and 
the Association of British Chambers of Commerce, 
and a different opinion to the Chancellor of the 
Exchequer, without explaining the change; 

(Б) has not taken steps to ascertain, and to present, the , 


views of the general body of members of the L 


Institute, though there is evidence that they are ~ 
not unanimously i in support of either of the opinions’ 
referred to in (a) above; 

(с) marked the relative documents private and con- 
fidential when it referred the matter to the 
Taxation and Research Committee, which pre- 
cluded their discussion with other members of the 
Institute; and 

(d) expressed its opinion to the Chancellor in terms 
which presupposed that members of the Institute - 
as a whole approved both the adoption of a decimal 
currency and the abandonment of the £ sterling, 
and that there was no other worth-while opinion 
within the Institute." 

The four sub-headings need a little amplification. The 
first deals with the contrast between the two different 
answers on the question of the choice of systems. Briefly, 
the circumstances were that the British Association sent a 
questionnaire to our Institute. Here is the first question: 


‘Does your profession consider it would be advantageous 

to decimalize the coinage in the United Kingdom?’ 
The reply was: 
‘In the opinion of the Council a majority of the 
members of the Institute would consider it to be ad- 
vantageous.’ 
You will note the careful and modest answer. It refers to the 
members of the Institute and says that it is the Council’s 
opinion that a majority of them сија consider it to be 
advantageous, and I suggest that tha: is a right and proper 
answer. 

Then, later on, replying to a question setting out various 
possible systems, it says: 

‘Systems (i) or (ii) would be suitable as both. retain the 
£ as a basic unit of currency. ... Systems (iii) or (iv) 
would not be considered suitable as they each depart 
from the £ as the basic unit.’ 

I am not concerned with which system was favoured, 
because I think that the Council had made clear at the outset 
that there had not been a referendum, and it was simply 
answering a privately-sponsored questionnaire by con- 


Mas 


sidering what, in its view, a majority of the members would = 


'The results of this, and the many other replies, were 
summarized in a joint report publishad in 1960, one sofi its 
main conclusions being as follows: 

“There is some disagreement as to the preferred method 
of decimalization but there is an overwhelming wish to 
retain the £ ås the major unit.’ 

The Government took favourable notice of the joint report, 
and the matter was pursued by теапз of a speech in the 
House of Lords by the Earl of Dundee, inviting further 
expressions of view. 

The next thing that members of the Institute learned was 
that the Council had accepted, the invitation by sending a 
memorandum to the Chancellor of the Exchequer which 
advocated abolition of the £ sterling and adoption of the 
South African. system. There was no prior warning to 
members that there had been a change, and no explanation 
of it was given. 


Now, suppose that I say that the Council should have > 


looked at the question like this: that, before the Govern- 
ment makes a final decision it ought to get as many views as 
it can from all those people who do not belong to industrial 
and commercial firms and chambers of commerce, so that 
it knows how the country really feels about it. 

Well, someone will say, why should the Council look at 
it like that, why not take a decision? Surely the Council was 
replying to the Government, and the memorandum is 
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clearly headed that it is “In response to the Government's 

request for expressions of view, made by the Earl of 

Dundee in the House of Lords on November roth, 1960'. 
Well, here are his words: 


‘.,. Before we make a final decision we should like to 
get as many views as we can from all those people who 
do not belong to industrial and commercial firms and 
chambers of commerce, so that we know how the country 
really feels about this... .' 


As we know, the general body of members has not been 
consulted, and I do not see that there was any mandate for 
the issue of the memorandum. The subject is not a matter 
like company law or taxation, which are under review year 
in and year out, and which constantly are being reported in 
Accountancy and The Accountant. The fact is that decimali- 
zation of our currency is something exceptional and is a 
new subject to the present generation, and, once this 
country is committed, it will be non-recurring. 

As regards secrecy, I should have thought that if ever 
there was a subject which could and should be dealt with 
by the Institute openly and freely, then surely this is it. 
It is understood that certain documents on the subject had 
been prepared by the Institute and had been disclosed to 
representatives of district societies, but whether the contents 
gave a balanced and satisfactory commentary on the 
problem, I am unable to tell you, because, on applying to 
the Institute for a copy, I received the reply: 


‘I am sorry that I am unable to make Council docu- 
ments available to you as they are always considered to 
be confidential.’ 


And the last point is that the memorandum sent to the 
Chancellor is expressed as though a decision had been taken 
by the Institute. There is no reference in it to other or 
alternative views within this body. It not only reverses the 
earlier expression of opinion regarding the £ sterling, but 
it also Чгорз’апу mention of the word ‘members’. Yet it 
was a volunteered statement, and, clearly, it purported to 
be on behalf of the Institute as a whole, because otherwise 
there could be no justification for sending it. It is an example 
of what is referred to in The Organization Man as ‘harmon- 
ious group thinking’, 

It implies a unanimity which does not exist. Why mislead 
the Chancellor on this point? Why not face up to the fact 
that there is a good deal of scope for diferences of opinion, 
and that members appear to be divided on the question as 
to which system to adopt. That is the answer to the question 
which was asked. 

You may have seen a recent article on the Institute 
examinations which said: 


*Countless thousands of examinees have received this 
advice: "Read the question!’ Many of them still fail 
to do 50... 2. 


Taking the motion as a whole, then, what is it that has been 
left to be desired? I suggest: 


(1) that the subject of decimalization of our currency 
should now be treated openly and frankly; 


(2) that the arguments for and against the various 
possible systems, as already known to the Council, 
should be supplemented if necessary and made 
available to all members by circular or by publication 
in the journals; 


(3) that an ad ћос committee be set up: 


(a) to review the work already done; 

(b) to issue information to members; 

(c) to consider what can best be done to ascertain the 
views of members; 

(d) to advise the Council on the form of statement 
required to remove any misunderstandings arising 
from the memorandum; 

(e) to issue a statement setting out in the fairest 
possible way the expressions of opinion found to 
be held by members of the Institute, or else to state 
clearly that this has not, and cannot, be done. 
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I have not come forward from any desire for personal 
publicity, but solely in order that these points may be 
presented to you. I hope that prompt and suitable action 
will be taken, and that I may be allowed to return to well- 
merited obscurity. 

Thank you, Mr President, and members, for allowing me 
to present this motion; I have already read the text of it 
to you, and I move accordingly. 


The President: Thank you Mr Armitage. Now I shall 
want a seconder for that. 


Mr B. J. M. Boys, F.C.A.: The proposer of the motion 
which is now before you has made it clear that, though it is 
admittedly critical, it is not an attack upon our Council or 
on any of its members, I associate myself completely with 
that approach to this debate, as I have the greatest admira- 
tion and gratitude for the work done by our Council on 
our behalf. I suggest, therefore, that the motion does no 
more than draw attention to the fact that even the members 
of our Council are human like the rest of us. 

If I could have attended the annual meeting last year I 
should then have made some attempt to discuss the 
memorandum to the Chancellor. Unfortunately, I had a 
long-standing engagement on the Continent at that time, 
and could not be here in London as well. Mr Armitage, too, 
was abroad for some months in the early part of last year. 
I believe he went round the world, though not to study 
currency questions. The delay may not be a disadvantage, 
because decimalization being now the declared policy of 
Her Majesty's Government, the matter is more topical 
today than it was a year ago. 

The motion specifies four reasons for the feeling that the 
treatment of the question has been unhappy, and the 
proposer in his remarks has dealt with them in some detail. 
The reasons given are stated as facts, which I believe 
cannot be contradicted and, if that is the case, then I 
suggest that the motion must be supported. 

"The first reason given makes reference to the difference 
between the recommendation made to the British Associa- 
tion for the Advancement of Science and that made to the 
Chancellor of the Exchequer. А change of mind is by по 
means a bad thing in itself, Emmerson wrote that ‘a foolish 
consistency is the hobgoblin of little minds' but if a change 
of mind takes place, and certainly when that change 
purports to be made on behalf of the members of such a 
body as ours, the reasons for it should be clearly and 
forcibly stated. In the memorandum, however, there was 
not a word referring to the earlier recommendation which 
had had overwhelming support in the joint report and, as 
members of the Institute, we have never been given a word 
of explanation to account for the change of view. 

Mr President, this subject is much too important for 
mere debating points, but I would suggest to you that the 
inconsistency to which I have just been referring, contrasts 
oddly with the consistency with which the general rule 
regarding the confidential nature of papers issued by the 
Council has been applied — I suggest, quite inappropriately, 
in this connection. 

'The background to this motion is, of course, the memo- 
randum to the Chancellor. 

It was there that the change of mind was made apparent, 
and I must submit that, on other grounds also, that paper 
was not worthy of the Institute. 

Its subject was a matter of outstanding public importance 
and one would have expected, therefore, that it would 
have been drafted with, if anything, even more care than 
that given to the Council's normal pronouncements which 
deal with matters of much more limited interest. Such 
papers are usually carefully reasoned and tend, if anything, 
to err on the side of caution. The memorandum, however, 
is full of emphatic expressions of opinion stated as if they 
were facts and is almost completely barren of reasoned 
argument based on facts and supported by evidence. 

I do not wish to be accused of following that example 
and I, therefore, choose just two of the many points which 
might be instanced to justify my opinion. They both 
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occur in the very first sentence of the paper which ran thus: 
"The advantages of possessing a decimalized currency are 
widely known and not seriously disputed. 


That sounds like a statement of fact, but I suggest that ' 


it is merely an expression of opinion, and perhaps just a 
little smug. *Widely known! may, of course, be intended to 
refer to members of the Institute, but it does not say so. 
I would suggest that, except perhaps in the City of London, 
a considerable majority of the replies to a Gallup Poll on 
the subject would show a complete ignorance of decimal- 
ized currency and only a tiny fraction would have a clue as 
to its advantages. 

If I may digress for а moment, Mr President, I would 
ask you to remember that those replies would be given by 
the people mainly concerned by any change, because it 
would affect their daily dealings. Surely, their convenience 
is worth some consideration. That point was clearly made 
in the joint report, but it was ignored in our memorandum 
and, as a body of professional people, have we not a 
responsibility to the community as well as to our clients’ 
convenience? 

'Then for my second point — advantages are “not seriously 
disputed’. That may be true, though not quite true of 
members of the Institute, but it is not restricted to them 
and, in any event, they had not been asked. It is certainly 
not the universal truth which the statement seems to imply. 

'The advantages are, in fact, disputed by Professor Aitken, 
a most distinguished mathematician, who also happens to 
write English which it is a pleasure to read for its clarity 
and precision. 'Then Mr Phillips, an actuary, disputes the 
advantages. He wrote'a delightful article which appeared in 
The Accountant three weeks ago, and which dealt with the 
matter in devastating fashion. There are others who have 
similar views, even in the Institute and, at the risk of an 
anti-climax I would add that I am one of them myself. 

.Mr President, those remarks of mine dealt with one 
sentence of a document of getting on for r,ooo words. 
I£ I were to go through them all there would be no Guild- 
hall banquet this evening; but I trust I have made my point. 

'To sum up the memorandum, Mr President, the im- 
pression it made upon me was that, though the members 
of the Council are undoubtedly expert on matters of 
accounts, company law, taxation — and, no doubt, many 
other matters too, they were not so fully informed on this 
question of the currency; as a result, they had been carried 
away by the enthusiasm of a few who had formed a definite 
view of the matter. It'is, I think, pertinent to add that 
there is one member of the Institute who probably has 
access to the largest fund of information at present avail- 
able on the subject, but he was at no time consulted in 
connection with the preparation of the memorandum. 

In conclusion, Mr President, I believe that before a 
soundly based view on this matter can be expressed on 
behalf of our Institute, much more thought and much more 
inquiry is needed than it has yet received, I believe that the 


importance of the subject and the effects on the community ` 


of any change have been underrated. 

I have expressed the opinion that the quality of the 
memorandum to the Chancellor fell very much below 
what might reasonably be expected of a pronouncement 
made in the name of our Institute, and I suggest that the 
unexplained change of mind which the motion criticizes 
is a matter on which members should feel concern. Mr 
President, I therefore feel obliged to ask that members 
will Support the motion, which I accordingly formally 
second. 


The President: Thank you Mr Boys. 


Mr Н. А. Benson, C.B.E., F.C.A.: As you know Mr 
President, I am chairman of the Parliamentary and Law 
Committee which is the committee of the Council which was 
responsible for dealing with these matters, and it may be 
thought appropriate that I should give some answer to the 
four points which were raised in the motion. . 

I wouid like to make it quite clear to this meeting straight 
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away, lest there be any imputation cast upon the Council, 
that during this month a further reaffirmation has been 
made to Lord Halsbury's committee of the views which 
were expressed in the document of February 1961. The 
Parliamentary and Law Committee and the other supporting 
committees which I will referto та minute, and the Council, 
have reaffirmed the views they expressed in 1961 and see 
no reason to change them. 

I think perhaps my best process to deal with this matter 
would be to take the four points which Mr Armitage has 
raised, | 

'The first is the complaint that the Council has changed 
its mind, That is quite'correct. In 1958 the Institute was 
asked to reply to a questionnaire issued by the Association 
for the Advancement of Science, waich to the best of its 
ability it did. The Association made e long report and in the 
interim period a great deal of thought was given by a great 
many people and documents and memoranda were 
published. South Africa and Australia gave a great deal of 
time to this; South Africa to the point where it did, in fact, 
in February 1961 change its currency. 

The Institute therefore re-examined the matter in the 
light of that new volume of information that was available. 
We went through the usual procedure which again I shall 
refer to in a minute, and, in the light of all that, the Council 
of the Institute changed its mind. You may think it rigbt 
to make sport of the Council because it changed its mind: 
I would like to suggest to you that the Council might at 
least be respected, if not commended, for having the 
courage to do so in the light of the additional information 
which was then available to it. MES 

Mr Boys: I would like to make it perfectly clear that there 
was no criticism whatsoever of that fact that the Council 
changed its mind. It was the fact that we were not told why. 

Mr Benson: The second point which was raised in the 
motion was “that the Council has not taken steps to ascertain 
and present ...’. There are some minor imperfections in 
the wording and drafting of this motion and I do not know 
whether it means that a referendum should have been taken. 
If that was intended Ьу the motion I say bluntly that the 
suggestion is absurd. It would be quite impossible for the 
Council to take a referendum of 35,coo members before it 
issued its views on the very large number of subjects which 
come before it day by day and week by week. The particular 
point goes on to say that there is evidence that they, that is 
the members of the Institute, are not unanimously in 
support of either of the opinions. Of course they are not 
unanimously in support. Anybody who has done any work 
for the Institute will be only too conscious of the fact that 
practically no document which is issued has unanimous 
support. Every document is debated. There are many 
conflicting and different views, and all that the Council can 
do, and all that it does, is to give what it believes to be the 
sum total of the balance of opinion in one direction or 
another. That has been recognized for a great many years. 

The third point which is made is that the documents were 
marked ‘Private and Confidential’. I do not know whether 
that was intended to suggest that the Council acted in a 
furtive and secretive way. If that was the intention 1 
bluntly repudiate it, and the imputation should not have 
been made. But I have gone further than that. I have asked 
for an inquiry to be made as to the facts on this point. None 
of the documents which were passed from the Institute to 
the Taxation and Research Committee were marked ‘Private 
and Confidential’. None of the documents issued in the 
Taxation and Research Committee were so marked either. 
There was not the slightest intention that there should be 
anything furtive about it which should prevent free discus- 
sion. The only point on which I should inform members 
is that the envelopes which were used by thé Taxation and 
Research Committee in sending the papers to districts were 
so marked, because they are always so marked for all docu- 
ments which are sent out. 

In relation to both those points I would like to make it 
plain that the Council took every step, as it does in respect 
of all the documents which it issues, to try through the 
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established machinery to get the best informed opinion 
throughout England and Wales from its members. This 
document was considered by the Taxation and Research 
Committee; it was then circulated to the districts and con- 

^ Sidered by them; it came back to the Taxation and Research 
Committee in London; it then went to the Parliamentary 
and Law Committee and finally it went to the Council. At 
each stage the document was considered by people who may 
have been misguided, but at least they did their best. I do 
not want anybody to think that this document received any 
different treatment from any other document of this charac- 
ter which is issued by the Council. 

The final point is that the Council ‘expressed its opinion 
to the Chancellor in terms which presupposed that members 
of the Institute approved', and so on. I think that this 
meeting, Mr President, should be aware that the wording 
used at the heading of this document is precisely the same 
as the wording mutatis mutandis which is used for all docu- 
ments which are issued by the Council. It implies this was 
the Council's view. Nobody in their senses would believe 
that every time the Council issued a document it took a 
referendum of its 35,000 members. But there is something 
else which I think this meeting also ought to be aware of. 
This document was issued in February 1961. I have caused 
an inquiry to be made and there has not been one single 
protest received by the Institute from any single member 
until this motion was put before this meeting. In fifteen 
months not one single member ithought fit to protest, to 
object, to take any view whatsoever to the contrary. Í read 
the professional Press as best I can, and I cannot remember 
in that fifteen months any protest of any substance which 
has been ventilated in the professional Press. It makes me 
feel, Mr President, that the views which Mr Armitage and 
Mr Boys have expressed are not widely supported. 

But, there is one wider issue, Mr President, which I 
think I must draw the meeting's attention to, and that 
is the time and effort that goes into the study of these 
matters — it is very considerable. It involves a very large 
number of people in all parts of the country. It is extremely 
dispiriting, bowever it may be dressed up at this meeting, 
to have a public rebuke addressed to the Council on the 
work which has been done by the members of the profession 
who have voluntarily given their time to do it. I do think 
that those members who have strong views on technical 
subjects, who wish to have their views represented to the 
Chancellor, and the other people to whom the Institute 
directs its documents, if they wish those views to be known, 

, Should come and work on the Taxation and Research 


-& (Committees throughout the country, and on the district 


societies and on the main Taxation and Research Committee, 
and eventually maybe, on the Council itself, where full 
weight to their views will be given. But it will do no possible 
good, not having done any of those things, publicly to rebuke 
the Council at a General Meeting. In the light of those 
Observations, Mr President, I suggest to this meeting that 
it would be quite inappropriate to allow this motion to be 
carried. (Acclamation.) ` р 
The President: Does anybody else wish to speak? 


А Member: May I ask on this topic, did the Council 
.refer this question to the district societies for their opinions. 
Mr Benson: It went through the usual machinery to all 
the Taxation and Research Committees throughout the 
country, which is the normal channel for technical docu- 
ments. Í . 

The President: Mr Armitage, do you wish to press 
this? If so, I shall have to put it to the vote. I do not want 
4” to have a vote if I can avoid it. I think I know the way it will 
во. I do not want to, but I am prepared to put it to the vote 
here and now. 

Mr Armitage: Mr President, I thank you very much for 
those remarks. If I may be permitted to make just two 
comments on Mr Benson's remarks, I think I will have no 
hesitation at all in withdrawing this motion because I think 
sufficient has been said to show that it is worthy of thought. 
You see, we are told that these documents were not marked 
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‘Private and Confidential’; it was only the envelopes in 
which they were sent. I do not think that that is any answer 
to my statement that there has been secrecy. I do not think 
that 1s any answer to the fact that when I wrote to inquire 
what this new information was that caused this change of 
mind, I was told it was not available to me. I am supposed 
to take an interest, and I do take an interest, in the Institute's 
affairs, but no, ‘I am unable to make the documents avail- 
able’. 

This fresh information; I still ask for it and Mr President, 
in withdrawing the motion I do ask that fresh information 
should be made available to me — in confidence if you like ~ 
and I shall say no more about it. I shall leave it to the 
wisdom of the Council to publish. such as it considers fit. 
Equally it is very fit that the Halsbury Committee which is 
in session I understand at the moment should have this in- 
formation. You see, last year, quite apart from the fact that 
I was abroad, the Council had written to the Chancellor of 
the Exchequer giving this statement. Members were not 
invited to say anything. You say there were no complaints; 
but how can you complain – the Chancellor might at that 
very moment have agreed and said, yes, we are going to 
decimalize on this ten-bob basis. We were stopped from any 
comments. 

Now, the sole reason why I felt sufficiently that there is 
an opportunity for bringing it up at all is because the 
Chancellor did not accept that and the other statements as 
being conclusive and he did appoint the Halsbury Com- 
mittee at the end of last year. That was my opportunity, 
having already written to you, sir, proposing that we should 
have a further look at the matter, and I wrote again in 
January saying, “Right, well now the Halsbury Committee 
has been appointed, can we have some further information 
about this?! Nothing was published as a result of that either. 
No; there is no question of an attack, Mr President. If you 
will look at the facts, and I only ask that, you will see that 
the memorandum sent to the Chancellor was not a reply to 
the Earl of Dundee's request for information, and-with the 
permission of ту seconder I do formally, Mr President, 
out of respect to you and the Council, withdraw the motion. 
(Acclamation.) | 


Mr Boys: Mr President, that does require my consent, 
and it will be given. I do, however, resent, if I may say so, 
the tone of Mr Benson's remarks. He accused the proposer 
and myself of making innuendoes, and I am quite certain 
that there were none in anything that we said. I think he 
must have written his remarks before he heard what we had 
to say. 

The second suggestion that Mr Benson made was that if 
we wanted to do some work let us pet into the district 
societies and do it. Mr President, I have been president of 
my society; I was one of the original members of the 
Taxation and Research Society when it was Taxation and 
Financial Relations Committee — almost prehistoric — and I 
was chairman of my own district society. (Applause.) 


The President: I think, Mr Boys, I will say that Mr 


Benson made one or two of his remarks in a Pickwickian 
sense. 


RESULTS OF VOTING FOR THE COUNCIL 


I have now received the voting paper setting out the 
votes recorded for the election of eleven members of the 
Council and this reads: В. Barlow, v-R.D., F.C.A., 625 
H. A. Benson, С.В.Е., Е.С.А., 268; P. F. Carpenter, F.C.A., 
285; D. V. House, F.c.a., 277; E. N. Macdonald, 
D.F.C., Е.С.А., 281; J. H. Mann, M.B.E., M.A, Е.С.А., 
276; F. E. Price, Е.С.А., 285; L. W. Robson, Е.С.А., 


278; J. D. Russell, M.A., F.C.A., 282; J. C. Montgomery 


Williams, Е.С.А., 277; R. P. Winter, C.B.E., M.C., T.D., 


- D.L., F.C.A., 279; Sir Richard Yeabsley, C.B.E., F.C.A., 


281. 
I therefore declare that the retiring Council mem- 
bers are re-elected. 
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А Member: Mr President, sir, in view of the fact 
that this vote represents under r per cent of thé 
Institute membership, will you have a postal ballot in 
order that those members who are not present can 
participate? 


Mr Appleyard: May we know what the cost of the 
posa] ballot will be? 

The President: 'The cost of a (ЕН ballot would 
be – I do not want to be pinned down to the exact one 
hundred pounds – in the region of £3,500. 


Mr R. E. Warlow, T.D., F.C.A.: I think this is per- 
fectly ridiculous. It is just a pig in a poke. We are sup- 
posed to be reasonably intelligent and sensible people 
and to ask for a ballot thinking that it will go any 
different than it did today is impossible. I do think that 
on reflection the proposer of this motion — perhaps he 
will not find a seconder – but I do think that unless it is 
laid down in the bye-laws of the Institute that you 
must have a postal ballot this is the most impracticable 
thing I have ever heard of. (Hear, hear.) 


The President: I must explain this. We must have 
a ballot if twenty-five members personally present sign 
a request for a poll. Can I ask if there are twenty-five 
members present who wish to sign a form asking for a 
poli? Will those who wish to sign a form to that effect 
please put up their hands? (Eight hands raised.) Then 
there is nothing you can do. (Acclamation.) 

Does the meeting approve. of the withdrawal of 
Mr аве s motion? (Agreed.)-Thank you very 
muc 


SECOND DECIMAL COINAGE MOTION 
Now, the next item is in the hands of Mr Cleminson. 
(Motion in Mr Cleminson's name: "Ihat decimaliza- 
tion of the currency is to be welcomed, provided that 
the £ sterling is retained’.) 


Mr L. P. Cleminson, M.A., F.C.A.: Mr President, ` 


I should very much like, in view of what has already 
been said, and in deference to you and the Council – 
I am sure you appreciate that no criticism was in- 
tended; Í supported the previous motion — I should 
like permission to withdraw this motion also, in the 
hope that you will make available the reasons for the 
change in view which the Council announced, and also 
that further discussion may be held on this very import- 
ant question which is a rather more important and 
widespread opinion than many of the ones which are 
discussed and will affect the lives of far more people in 
the country. May I have permission, Mr President, on 
those terms, to withdraw the motion? 

The President: I do not think I can commit the 


Council in the form in which you have suggested that 
I should. 


Mr Cleminson: Mr President, I was expressing a 


hope. 
SPECIAL MEETING 

The President: Well, ladies and gentlemen, we now 
proceed to the special meeting and I take it you will 
accept the notice convening the meeting as read? 
(Agreed.) The special meeting is for the purpose of 
considering the adoption of a new bye-law 47. Тће 
reason for the proposal is fully explained in the ex- 
-planatory note on the notice convening this meeting. 
There is no need for me, I think, to repeat it, and I 
therefore propose the resolution as set out in the notice 
for the adoption of a new bye-law 47 and I will ask 
the Vice-President to second that. 
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'The resolution was as follows: 
"THAT the following bye-law 47 be made and adopted as a 
bye-law of the Institute in substitution for and to the exclu- 
sion of the existing bye-law 47: 


Proposed new bye-law 47 


47. A member of the Institute practising under а А > 
title of a firm in partnership with any person nota member * 


of the Institute or of any institute or society of chartered 
accountants in the British Commonwealth of Nations 
approved by the Council shall not use after the title of that 
firm the initials F.C.A. or A.C.A. or describe the firm 
in any way whatever as chartered accountants: Provided 
that where any such institute or society has been so 
approved the approval shall not cease to be effective for 
the purpose of this bye-law by reason only of the country 
concerned having ceased to be within the British Com- | 
monwealth of Nations. . 


PROVIDED ALWAYS that the Council be hereby em- 
powered to accept any alteration in ar addition to the fore- 
going new bye-law which may be required by the Lords of 
Her Мајечу 5 Most Honourable Privy Council as а con- 
dition precedent to the allowance of such bye-law.’ 


Vice-President: I second the resolution. 


The President: The resolution has now been pro- ir 


posed and seconded. Does any member wish to speak? 
(A pause.) Those in favour? Those against? Thank you 
very much indeed. Now, that, I think, concludes the 


‚ business of the meeting. 


VOTE OF THANKS TO THE PRESIDENT 


Mr G. Е. Ansell, Е.С.А.: Ladies and gentlemen, 
there is one other very essential piece of business 
which does not appear on the order paper. I claim the 
privilege of proposing, in your names, a hearty vote of 
thanks to our President for presiding at the annual 
meeting and the subsequent special meeting. (Hear, 
hear.) There is a law attributed to a former City 
celebrity whose name is perpetuated in these parts, a 
law incidentally not inappropriate to this meeting. I 
refer to Gresham's Law which as you know, says 'bad 
currency drives out good'. Now, if that law can applv 
not only to currency but also to presidents, I am glad 


to say that our president is the exception which proves - ` 


the rule. (Laughter.) 

Those of us who have got to know the president 
during the last year are convinced that he is a good 
president and we are delighted that he has not been 
driven out during his year of success. In thanking you, 
sir, for presiding at today's meeting I think I should 
also, on behalf of all of us, thank you and your col- 
leagues on the Council and if I may say so, to the 
Institute's staff, and in particular Mr Maclver, for all 
they have done for us during the past year. We do 
appreciate this, thank you for it, and offer you our- 
best wishes for the future. Ladies and gentlemen, I am 
sure that does not require a seconder, and may I 
suggest we show our appreciation to the President in 
the usual way. (Acclamation.) 


The President: Thank you very much indeed, Mr ~, 
Ansell, for what you have said. I have no speech pre- 
pared because you do not do this job more than once, 
so all I can do is to say thank you all very much indeed 
for being helpful over this meeting. Thank you very 
much indeed, and I would also like to accept on behalf 
of the Council and the staff of the Institute their 
inclusion in that vote of thanks, and include them in 


these all too poor remarks. Thank you all very much. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Thursday, May 3rd, 1962, at the Hall of the Insti- 
tute, Moorgate Place, London ЕС2, there were 
present: 

Mr P. F. Granger, President, in the Chair; Mr P. F. 
Carpenter, Vice-President; Messrs J. Ainsworth, С.В.Е., 
J. F. Allan, E. Baldry, o.B.z., C. Percy Barrowcliff, W. L. 
Barrows, T. А. Hamilton Baynes, J. H. Bell, H. A. Benson, 
C.B.E., Sir William Carrington, Messrs G. Т.Е. Chamberlain, 
D. A. Clarke, J. Clayton, C. Croxton-Smith, E. Hay 
Davison, W. G. Densem, S. Dixon, Sir Harold Gillett, Bt, 
M.C., Messrs J. Godfrey, С. G. С. Goult, L. C. Hawkins, 
J. S. Heaton, D. V. House, J. A. Jackson, H. О. Johnson, 
W. H. Lawson, c.z.z., H. L. Layton, R. B. Leech, M.B.E., 
Е. N. Macdonald, p.r.c., R. McNeil, J. H. Mann, M.B.E., 
R. P. Matthews, W. Bertram Nelson, c.B.z., W. E. Parker, 
C.B.E., S. J. Pears, С. U. Peat, M.C., F. E. Price, L. W. 
Robson, Sir Thomas Robson, M.B.E., Messrs J. D. Russell, 
R. G. Slack, D. Steele, J. E. Talbot, А. G. Thomas, 
А. H. Walton, V. Walton, F. J. Weeks, M. Wheatley 
Jones, E. F. G. Whinney, 5 C. Montgomery Williams, 
R. P. Winter, C.B.E., M. cC, E. K. Wright, Sir Richard 
Yeabsley, СВЕ. 


The late Harold Garton Ash, O.B.E., M.C., F.C.A. 
'The Council received with much regret notice of the 
death of Mr Harold Garton Ash, O.B.E., M.C., F.C.A., 
London, a member of the Council from 1938 to 1958 
and President for the year 1950—51.^ | 


Terms Used in Published Accounts of Limited 
Companies 


The Council's notes on Terms Used in Published 


Accounts of Limited Companies (announced by the 
Council in January 1962) will be distributed to mem- 
bers on May 4th, 1962, as part of Supplement Мо. 11 
to the Members’ Handbook. The notes are also available 
for purchase in booklet form on application to the 
offices of the Institute, price 5s per copy including 
postage. (Remittances must accompany orders.) 


Decimal Currency 


А memorandum has been submitted to the Committee 
of Inquiry on decimal currency. 


Income Tax Return Forms 

On the, report of the Parliamentary and Law Com- 
mittee, after consideration of a memorandum from the 
Taxation and Research Committee, the Council 
authorized the submission of a memorandum to the 
Chairman of the Board of Inland Revenue suggesting 
improvements which might be made in certain of the 
income tax return forms. 


Registration of Articles 


'The Secretary reported the registration of 142 articles 
of clerkship during the last month, the total number 
since January 1962 being 849. 


Admissions to Membership 


The following were admitted to membership of the 
Institute: 


Barrie, Geoffrey Richard Anthony, А.С.А., 41962; 55 
Bernard Avenue, 'l'oronto 5, Ontario, Canada. 

Corry, Roger Clive, A.C.A., 21962; 21 Glennie Road, West 
Norwood, London SE27. . 

Cowie, (Miss) Rachel Margaret, A.C.A., 21962; 18 Tregunter 
Road, London SW1o. 

§David, Edward Gerhardt, д.5.А.А., 21962; c/o The Stand- 
R Bank of South Africa Ltd, 63 London Wall, London 

2. 

Delahaye, Terence Donald, A.C.A., 21962; 114 Southfield 
Avenue, Castle Bromwich, near Birmingham. 

§Horne, Peter Jeremy Chadwick, А.5.А.А., a1962; with 
Compton & Horne, 2nd Floor, Colonial Mutual Building, 
West Street, Durban. 

Howell, David Glyn, A.C.A., a1962; 24 Langley Crescent, 
St Albans, Herts. 

Lutfi, Madhat Izzat, B.COM., А.С.А. , a1962; with tWhinney, 
Murray & Co, Balfour Beatty Building, Mansur Street, 
Karradat Marian (P.O. Box 108), Baghdad, Iraq. 

Maher, Peter Joseph, A.C.A., 21962; Spring Bank, Moorend, 
Mellor, Stockport. 

Morton, Michael, a.c.a., а1962; бо Windsor Road, Forest 
Gate, London Ev. 

§O’Meara, Robert Barry, A.S.A.A., 41962; Р.О. Box 20138, 
Nairobi, Kenya. 

Owen, Hugh Charles, A.C.A., 41962; 42 Forefield Lane, 
Great Crosby, Liverpool 23. 

Rogers, David Michael, A.C.A., 41962; 77 Combfield Drive, 
Darenth, Dartford, Kent. 

‘Turner, Edward Morton, A.C.A., 41962; 13 Hall Place 
Gardens, St Albans, Herts. 


Fellowship . 


The Council acceded to applications from fifteen 
associates to become fellows under clause 6 of the 
supplemental Royal Charter. 


Members Commencing to Practise 


'The Council received notice that the following mem- 
bers had commenced to practise: 


Alexander, Bernard, B.COM., А.С.А., 21958; Alexander, 
Meek & Co, 80 Wimpole Street, London Wr. 

Alton, Albert Geoffrey Robinson, A.C.A., a1961; *Hunter, 
Толев, Alton & Со, 36 Bridge Street, Belper, and at 

er 

Atkinson: Robert Bruce, A.C.A., a1962; Bruce Atkinson & 
Co, rr St Leonards Gardens, Hove, Sussex. 

Bailey, Roy Anthony, A.C.A., 41955; Baker, Sutton & Co, 
Eldon Street House, Eldon Street, London EC2. 


a indicates the year of admission to the Institute. 

aS indicates the year of admission to The Society of 
Incorporated Accountants. 

Š means ‘incorporated accountant member’, 

Firms not marked T or * are composed wholly of енән 
of the Institute. 

T against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or another of the three Institutes of chartered account- 
ants in Great Britain and Ireland. 

* against the name of a firm indicates that the firm is not 
wholly composed of members of one or another of the three 
Institutes of chartered accountants in Great Britain and 
Ireland. 
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Ball, Robert Kenneth, A.C.A., 21958; Ford, Bull, Ellis & 
Sales and Walter Oppenheimer & Co, x Verulam Build- 
ings, Gray’s Inn, London WCr. 

Barfoot, Paul Wildboar, A.C.A., атобт; W. Т. Walton & Son 
and Basil L. Denton & Co, Marlow House, Lloyd's 
Avenue, London EC3, and at Liverpool and West 
Hartlepool; also at Stockton-on-Tees, W. 'T. Walton, 
Son & Rowland. 

Berringer, John Francis, A.C.A., 21962; Е. W. Berringer & 
Co, 8 Widmore Road, Bromley, Kent. 

Bleazard, Keith, A.C.A., а1959; Bowman, ‘Grimshaw & Co, 
26 Birley Street, Blackpool, - and at Fleetwood and 
Garstang. 

Brown, John Auckland, r.c.4., aS1951; Leonard C. Bye, 
8o Borough Road, Middlesbrough. 

Bryan, James Charles, А.С.А., a1952; Bowman, Grimshaw 
& Co, 26 Birley Street, Blackpool, and at Fleetwood and 
Garstang. 

Burch, William Edward Victor, T.D., M.A., F.C.A., 01932; 
Dene .Cottage, Linersh Wood, Bramley, Guildford, 
Surrey, and at London. 

Chance, Brian, F.C.A., a1951; Wilkins, Kennedy & Co, 
8 Queen Street, Cheapside, London EC4, and at 
Amersham and Southend-on-Sea. 


Cohen, Leonard, A.C.A., a1960; Leonard Cohen & Co, rr 


Parsons Crescent, Edgware, Middlesex. 

Cotton, Antony David, B.A.(COM.), A.C.A., 41957; Morris, 
Gregory & Co, 3 York Street, Manchester 2, and at 
Macclesfield, Oldham and Widnes. 


Cross, John Dennis, A.C.A., 41958; *Chater & Myhill, то’ 
Jesus Lane, Cambridge, and at Ély and Saffron Walden. . 


Савве, Alfred Ernest, A.C.A., a1961; Hinde, Galt & Co, 
20 High Row, Darlington. 

Darlington, Herbert Terrill, A.C.A., 01959; "Whitaker, 
Redfearn, Pappin & Co, Bryndon House, 5 Berry Road, 
Newquay. 

Davis, David Philip, a.c.a., 21954; Roberts, Raynor & Co, 
84 High Road, Beeston, Notts. 

Denning, John "Michael Dupre, А.С.А., @1958; Victoria 
House, Wogan Ter, Saundersfoot, Pembrokeshire. 

Dore, Brian James, A.C.A., 21958; *Messenger & Kirkman, 
4 King Edward Street, Oxford, and at Bicester. 

Edwards, Peter George, Е.С.А., 21939; Е. Sykes & Со, 4 
Tokenhouse Buildings, King’s Arms Yard, Moorgate, 
London ЕС2. 

Frost, Roger Nicholas, A. СА. , 81956; W. G. Hawson, Wing 
& Co, Hartshead Chambers, Sheffield т. 

Gilbert, Malcolm Henry, 
& Co, 16 Waterloo Road, Wolverhampton. 

Goodin, John George, A.C.A., 681955; Tayler, Hounsfield 
& Co, Coventry House, South Place, Moorgate, London 
EC2, and xo Station Parade, Balham, London SWi2. - 

Greenwood, Jeffrey Wyndham, А.С.А., 21956; Moore & 
Smalley, 9 Chapel Street, Preston. 

Gregory, (Miss) Ethel Mary, A.C.A., атобт; Pulleyn, 
Heselton' & Co, хо York Place, Scarborough, and at 
Bridlington and York. 

Griffiths, Robert Frederick, A.C.A., 21954; Clement Keys 
& Son, Chamber of Commerce House, Harborne Road, 
Birmingham 15, and at West Bromwich. 

Ham, Roy, А.С.А., 21953; Percy Westhead & Co, т Cooper 
Street, Manchester 2. 

Hay, John, A.C.A., 21962; W. Т. Walton & Son and Basil 
І. Denton & Co, 135 The Albany, Old Hall Street, 
Liverpool 3, and at London and West Hartlepool; also at 
Stockton-on-Tees, W. Т. Walton, Son & Rowland. 

Henderson, Ian Ralph, в.зс.(Есом.), A.C.A., 21958; С. Е. 
Holt & Son, ‘C’ Building, Queen Insurance Buildings, 
то Dale Street, Liverpool 2, and at London. 

Hine, Peter Guy, A.C.A., 21962; Soole & Со, 22 Southamp- 

` ton Place, London WCz. 

Hodgson, Cedric Jerome, A.C.A., 01959; А. & C. Surrey & 

_ Co, Portland House, 73. Basinghall Street, London ЕС2. 

Honey, Derek Charles, A.C.A, 21959; "Меззепрег & 

kman, 4 King Edward Street, Oxford, and at Bicester. 
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Howell, Anthony Edward, a.c.a., a1960; 49 Keevil Drive, 
Wimbledon Park, London SW19. 

Hubbold, Clifford Edward, A.C.A., 41958; Herbert Pepper 
& Rudland, Beacon Buildings, Leighswood Road, 
Aldridge, Staffs, and at Walsall. 

Inskip, John Geoffrey, A.C.A., a1960; 29 Goldington Road, 
Bedford. 
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Janney, Peter Richard, A. c. A., 41959; Shelvoke, Pickering, ` 


Janney & Co, 36 Cannon Street, Birmingham 2. 

Карп, Alan Vernon, A.C.A., 21959; 15 Chagford House, 

` Devons Road, Bow, London E3. 

Kershen, Martin Bernard, A.C.A., a1961; Kershen, Fairfax 

Co, 26 Dorset Street, Gloücester Place, London Wr. 

Ledward, John Miles, A.C.A., 21955; Central Hall, 268 High 
Street, Slough. 

Le Neve Foster, Patrick Vivian, B.A., A.C.A., 41959; Hughes 
& Allen, Kingsway House, 103 Kingsway, London WC2. 

Lickiss, Michael Gillam, 8.sc.(ECON.), A.C.A., @1959; *H. P. 
Webster, Lickiss & Co, Britannic House, St Peters Road, 
Bournemouth. 

Mace, William Edward, A.C.A., a1960; Brynmor Jones, 
Mace & Co, 17 Wyndham Street, Bridgend, Glam. 

Millar, Ronald Norman, А.С.А., a1960; Clapton & Millar, 
Mitre Chambers, 75 New Street, Salisbury, Wilts. 

Mills, Arthur Patrick, A.C.A., a1955; tLayton-Bennett, 

. Billingham & Co, 23 Blomfield Street, London EC2. 

Mills, Peter Derek, A.C.A., aS1954; W. С. Hawson, Wing 
& Co, Hartshead Chambers, Sheffield 1. 

§Moate, Keith Alan, A.S.A.A., 81961: David Moate & Co, 
40/41 St Andrew’s Hill, ‘London EC4. 

Moritz, Brian Michael, А.С.А., a1961; E. M. Moritz & Co, 
8 Moorfields, London ЕС2. 


Munyard; Roger Charles, A.C.A., a1955; Temple, Gothard 


& Co, 7/8 Norfolk Street, Strand, London WC2, and 16 
Newington Green, London N16. 

Nash, Harry, A.C.A., a1962; H. Nash & Co, 24 Rostrevor 
Avenue, London N15. - 

Park, Ian Watret, A.C.A., 41958; *Messenger & Kirkman, 
4 King Edward Street, Oxford, and at Bicester. 

Parry, Mathew Wyn, A.C.A., 81961 ; J. Llywelyn Hughes & 
Co, 5 Denbigh Street, Llanrwst, Denbighshire, and at 
Blaenau Ffestiniog. 

Pizzey, John Howard, A.C.A., a1962; Carnaby Harrower, 
Barham & Pykett, 28 Queen Street, London EC4. 

Prest, Charles David, А.С.А., aS1957; 12 The Gallop, 
Sutton, Surrey. 

Price, Peter Norman George, А.С.А., 41952; TBrown, 
Fleming & Murray, 4B Frederick's Place, Old Jewry, 
London EC2. 

Quayle, James, B.COM., A.C.A., 21955; *Reginald Statham & 
Co, 11 Brunswick Street, Newcastle, Staffs, 

Radford, Hugh John-Fisher, A.C.A., 41961; Radford, 


McColl & Co, 12 Portland Street, and 57/61 Shirley High 


Street, Southampton. 

Radford, Michael Gordon Victor, A.C.A., 251956; Radford, 
McColl & Co, 12 Portland Street, and 57/61 Shirley 
High Street, Southampton. 

Read, Derek John, A.C.A., aS1957; Уа. W. Hunt & Co, 29 
Reckleford, Yeovil, Somerset. 

Rex, Norman, А.С.А., a1960; *Parker & Glentworth, 17 
Hainton Avenue, Grimsby. 


"Robinson, Peter, A.C.A., 21953; *Hare, Robinson & Со, 


Barclays Bank Chambers, High Street, Barmouth, and at 
Portmadoc. 

Roby, John Latham, F.C.A., а1939; W. F. Bridgwater & 
Scurrah, 3 Cherry Street, "Birmingham 2. 

Rose, Charles George Ian, A.C.A., a1956; Hudson Smith, 
‘Briggs & Co, Stanley. Holmes & Co, and Henry Anstey, 
Grover & Co, St Giles House, 11 Quay Street, Bristol 1; 
also at London, Hudson Smith, Briggs & Co. 

Ryley, Clive Bernard, A.C.A., 41959; Austral Ryley & Co, 
Central Chambers, Bearwood Road, Smethwick 4r, 
Staffs. 

Sharp, Leslie Norman, A.C.A., 251956; Arnold Smith & Co, 
Welland House, High Street, Spalding, Lincs. 


May 12th, 1962 


Smith, David Mowbray, A.C.A., 21961; Arnold Smith & Co, 
Welland House, High Street, Spalding, Lincs. 
Smith, David Revell, F.c.a., 21952; Day, Smith & Hunter, 
Star House; Maidstone, Kent, and at Gravesend and 
Arrow. 


ә 4 " Starmer, Roger John, A.C.A., 21961; Howard Smith, Tinkler 


& Co, 16 Hazelwood Road, Northampton. 

Stirling, William Leslie Paul, А.С.А., 21952; С. Percy 
Barrowcliff & Co, 68/70 Corporation Road, Middles- 
Þrough, and at Leeds, Newcastle upon Tyne and Wake- 

e 


Thomas, Samuel Howell Davies, Е.С.А., а51938; White, 
Williams & Co, 9 Nevill Street, Abergavenny, Mon. 

Townsend, George Bernard, А.С.А., а1960; 14 Church 
Road, Shaw, Oldham.- 

Turnbull, Ivor Stuart, А.С.А., 21958; Prior & Palmer, 
General Buildings, Bridlesmith Gate, Nottingham. 

Vaux, Philip, B.A.(ECON.), A.C.A., 21962; Smith, Pugh & Co, 
Deason House, 23 Henry Street, Keighley, and at 
Skipton. 

Wagstaff, Arthur Benjamin, A.C.A., a1962; Soole & Со, 
22 Southampton Place, London МС. 

Wenborn, Colin Michael, a.c.a., aS1955; Davie, Parsons & 
Co, 18 Finsbury Circus, London ЕС2. j 

Whiteley, Arnold, F.c.a., 21933; 32 Northumberland Street, 
Morecambe & Heysham, Lancs. 

Wilkes, David Leslie, A.C.A., a1960; “Dyke, Визсое & 
Hayes, 41 Mill Street, Ludlow, Shropshire. 

Witherden, David Edwin, Е.С.А., aS1951; бо Rochford 
Avenue, Little Heath, Chadwell Heath, Essex. 


Readmission to Membership 


Subject to payment of the amount required by the 
Council, one former member of the Institute was re- 
admitted to membership under bye-law 38. One 
application under clause 23 of the supplemental Royal 
Charter for revocation of exclusion from membership 
was refused. : 

It was reported to the Council that the following re- 
admissions, made at the Council meeting on April 4th, 


ACCOUNTANT 


631 


1962, subject to payment of the amounts required, had 
become effective: 


Pond, Douglas Sidney, Е.С.А., Oberons Glade, Farley Heath, 
Guildford, Surrey. 

Wicks, William Leonard, A.C.A., ‘Cornerways’, 1 Donaldson 
Road, Salisbury, Wilts. 


Resignations 


The Council accepted the resignation from member- 
ship of the Institute of: 


Odell, George William, F.c.a., абтото; 41 Sutherland 
Avenue, Bexhill-on-Sea. р 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Allen, Robert, F.C.A., Newcastle upon Tyne. 

Caddick, Francis Arthur, F.c.4., Campden, Glos. 

Dawson, Frederick Herbert, r.c.4., Chesterfield. 

Elwell, Colin Edward, F.c.a., Wolverhampton. 

Florence, George Douglas, B.COM., F.C.A., Sutton, Surrey. 

Hamilton, Norman, F.c.A., Edinburgh. 

Houghton, William Edward, ғ.5.А.А., Wylam, Northum- 
berland. 

Johns, Charles Walter, F.c.A., London. 

Johnson, William Richard, M.B.E., F.8.4.4., London 

Latimer, Robert Andrew, в.с.д., Liverpool. 

Nickels, John Douglas, F.c.a., Bridgnorth. 

Peel, Clifford Gretton, F.c.a., Horsham. 

Pickering, George Atkinson, T.D., F.C.A., Chester. 

Pound, Henry Illingworth, F.c.a., London. 

Proudlove, Thomas, О.В.Е., F.S.A.A., Sanderstead, Surrey. 

Rae-Fraser, Douglas, F.c.a., Reading. 

Ramsden, William David, F.c.a., Victoria, B.C. 

Singer, Geoffrey Knill, F.c.A., Bridgend. 

Taylor, Maurice Edward, F.C.A., Peterborough. 

Vannix, Charles John, r.5.4.4., Dunstable. 

Weir, William, M.V.O., F.C.A., Glasgow. 


THE CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 


Seventy-sixth Annual Meeting 


The seventy-sixth annual general meeting of The 

Chartered Accountants' Benevolent Association: was 
held on May 3rd follow- 
ing the Institute’s annual 
meeting. Sir William 
Carrington, F.C.A., Pre- 
sident of the Association, 
was in the chair. 

Sir William said: It 
is my pleasure and pri- 
vilege to propose the 
reception and adoption 
of the report and ас- 
counts of the Benevo- 
lent Association for the 
year ended February 
28th, 1962. There is 
little to add, so far as the 
events of that year are 
concerned, to what is 
set forth in the printed 

to give you the results, 





Sir William Carrington 
report. But I would like 
thus far, of the appeal which went out after the end of 


the year and to which reference has been made. We 
have received sixty-five donations totalling £1,580, in- 
cluding one most generous donation of £1,000 3% per 
cent War Stock. In addition, we have received 488 new 
deeds of covenant for an aggregate sum of £1,625 per 
annum and 194 new ordinary subscriptions for an 
aggregate sum of £434; so we have added £1,580 to 
our capital and £2,059 to our income. 

Now, quite frankly, ladies and gentlemen, I hope that 
that is only a beginning because it means that thus far, 
out of some 35,000 members of the Institute, less than 
5,000 are members of the Benevolent Association; and 
frankly, I do not think that is good enough. The way 
this Institute has increased in numbers in recent years 
means that in the years to come the calls on the 
Association will be infinitely greater than they have 
been in the past and it is only right and proper that the 
people of the present generation should measure up to 
their responsibilities; because it is out of the present 
generation of Institute membership that the bene- 
ficiaries of future years will come. So, may I express 
the hope that you and the district societies you repre- 
sent will do all in your power to obtain a very material 
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increase in the membership of the Benevolent Associa- 
tion? With those remarks I propose the reception and 
adoption of the report and I will ask the pde of 
the Institute to second the motion. 

Mr P. F. Granger: I will second that motion. 


The President: Are there any questions on the 
report and accounts? (A pause.) If not, I will put that 
to the meeting. Those in favour? То the contrary? 
Carried unanimously. 

Now, I would like someone from the body of the 
hall to propose the re-election of the honorary auditors, 
Mr Leonard Walter Bingham, and Mr Leonard Pells, 
and perhaps when their re-election is proposed the 
proposer would be good enough to couple with it 
thanks to them for their services during the past year. 


Mr R. H. R. Marshall: I have great pleasure in 
proposing that the honorary auditors, Mr Leonard 
Walter Bingham and Mr Leonard Pells, be re-elected 
for the ensuing year and that our thanks to them for 
their honorary services during the past year will be 
recorded. 
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Mr E. G. Chadwick: I have plasur in seconding 
the resolution. 


The President: I put that to the meeting. Those in. 
favour? Thank you, all. That concludes the business s 
of the meeting. I thank you for your attendance. x 


Mr R. L. Wyllie: Mr President, may I propose а vote 
of thanks to you, not only for presiding at this meeting 
but for the work you have done for this Association | 
over many years and for the efforts you have made in 
this last year to increase our funds. We deplore the 
fact that some of our fellow members are backward in 
coming forward, but we do hope that with the example 
which has been inspired by you this year, we may 
see a further increase in the figures which you men- 
tioned earlier; and on behalf of all those here I do ` 
wish to express our very sincere thanks to you for all 
you have done for the Benevolent Association. (Carried 
with acclamation.) 


The President: Thank you, Mr Wyllie. Thank you, 
ladies and gentlemen. 





Taxation Case 


Littlewoods Mail Order Stores Ltd у. C.I.R. 
In the House of Lords – April 17th, 1962 


(Before Viscount S1MoNps, Lord REID, 
Lord Hopson and Lord DzvLIN) 


Stamp duty — Ninety-nine~year lease held — Shorter lease 
granted by landlord — This lease assigned to subsidiary — 
Underlease back to parent company — Subsidiary's lease 
exchanged for landlord's freehold — Whether assignment 
a transfer from one company to another — Whether deed 
of exchange a conveyance on sale — Stamp Act, 189r, 
sections 54, 55, 56, 57, 58, 59, 60, 73, Schedule — 
Finance (1909–10) Act, тото, section 74 — Finance 
Act, 1930, section 32 — Finance Act, 1938, section 50. 
“The appellant company (Littlewoods) held a ninety- 
nine-year lease at an annual rent of £23,444 from the 
Independent Order of Odd Fellows, and the lease had 
about eighty years unexpired. On December 8th, 
1958, Odd Fellows granted a lease to Littlewoods for 
twenty-two years and ten days at a rént of £6 a year, 
and there was automatically a surrender of the ninety- 
nine-year lease. On December gth, 1958, Littlewoods 
assigned the new lease to a wholly-owned subsidiary 
(Fork). On December roth, 1958, Fork executed an 
underlease back to Littlewoods for twenty-two years 
at а rent of £42,450 a year. On December 1rth, 1958, 
a deed of exchange was made between Odd Fellows 
and Fork, whereby the latter assigned the lease of 
twenty-two years and ten days to Odd Fellows subject 
to an underlease by Fork to Littlewoods, and Odd 
Fellows conveyed the freehold to Fork subject to the 
lease of twenty-two years and ten days. On December 
rath, 1958, Fork executed a deed guaranteeing to 


Odd Fellows the payment of the rent of £42,450, and 
charged the freehold with the payment. On December 
13th, 1958, Littlewoods executed a deed of indemnity 
in favour of Odd Fellows against stamp duty and 
penalties. The effect of these transactions was that 
Odd Fellows conveyed the freehold to Fork, and 
Fork no longer held the lease of twenty-two years and 
ten days, and Littlewoods held the lease of twenty- 
two years. 

The Inland Revenue claimed stamp duty “in 
respect of the assignment on December gth, 1958, by 
Littlewoods to Fork of the lease of twenty-two years 
and ten days, and in respect of the deed of exchange, 
on December rrth, 1958, whereby Fork assigned that 
lease to Odd Fellows and obtained the freehold. It 
was contended on behalf of Littlewoods that the ` 
deed of assignment of December gth, 1958, was 
exempt from duty under section 42 of the Finance 
Act, 1930, as its effect was to convey a beneficial 
interest in property from one limited liability com- 
pany to another; and that the deed of exchange of 
December 11th, 1958, between Odd Fellows and 
Fork, whereby the lease for twenty-two years and ten 
days passed to Odd Fellows and the freehold to Fork, 
was not a conveyance on sale. 


Held (affirming the decision of the Court of 
Appeal): (1) the lease of twenty-two years and ten 
days granted by Odd Fellows to Littlewoods was a 
conveyance for the purposes of section 50 (1) (5) of 
the Finance Act, 1938; that section 42 of the Finance 
Act, 1930, applied; and that stamp duty on this trans- ~ 
action was payable; (2) that the deed of exchange of 
December 11th, 1958, by Odd Fellows to Fork, 
whereby the latter assigned the lease of twenty-two 
years and ten days to Odd Fellows, and the latter 
conveyed the freehold interest to Fork, was not a con- 
veyance on sale; and that stamp duty in respect of this 
transaction was not payable. 


QUUM 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs BAILEY, PAGE & Co, Chartered Accountants, 
of A4 Queen Insurance Buildings, то Dale Street, 
Liverpool 2, announce that Mr Epwarp HUGH РАСЕ, 
A.C.A., has been admitted into partnership as from May 
Ist, 1962. The name of the firm remains unchanged. 

Messrs W. F. BRIDGWATER & Scurran, Chartered 
Accountants, of 3 Cherry Street, Birmingham 2, 
announce that Mr Јонм L. Rosy, r.c.A.,, has been 
admitted into partnership as from April 6th, 1962. The 
style of the firm remains unchanged. 

As from May 15, 1962, the practice formerly carried 
on under the name of Lucian J. Brown & МОТЕЕУ, 
at Friars Chambers, Dock Street, Newport, Mon, 
is being continued under the name of NorLEY 8 
Pearson, Chartered Accountants, at 8 Friars Street, 
Newport, Mon. There is no change in the partners 
comprising the firm, or in the location of the offices 
other than a different entrance. The new telephone 
number is Newport, Моп. 63963-4. 

Messrs Frank A. Cooper & Co (E. Davip Вавр, 
F.C.A.) Chartered Accountants, of 21 Copthall Avenue, 
London EC2, announce that as from May 1st, 1962, 
they have admitted into partnership Mr Јонм E. 
"TAYLOR, A.C.A., who served his articles with them and 
rejoined the staff last year. The firm's name is un- 
changed. 

Messrs FoLKEs & CAMPBELL, Chartered Account- 
ants, announce that as from May rst, 1962, they have 
taken into partnership Mr Joun RopERICK Міри, 
B.A., A.C.A., who joined the firm in 1951. 'T'he practice 
will continue to be carried on under the name of 
FoLKEs & CAMPBELL, at rs and 17 Church Street, 
Stourbridge. 

Messrs H. NoEL Екемсн, Окмкор & Co, Chartered 
Accountants, of 3 Fenwick Street, Liverpool 2, regret 
to announce that Mr H. Noel French, Р.С.А., who 
founded their firm in 1896, died on April 16th, 1962. 
[An obituary notice appears on another page of this 
issue.] 

Messrs Hays, Акевѕ & Hays, Chartered Account- 
ants, of 30 Cursitor Street, London EC4, announce 
the retirement from the partnership at April 3oth, 
1962, of Mr А. D’AGAPEYEFF, A.C.A., on his appoint- 
ment to the board’ of Computer Analysts and Pro- 
grammes Ltd. 


Messrs Нилом, SHARP & CLARKE, Chartered 
Accountants, announce that by mutual consent the 
London partners, Mr G. P. CLARKE and Mr C. M. 
BAKEWELL, resigned from the partnership on April 
3oth, 1962. 'l'he practice will continue to be carried 
on by the remaining partners, Messrs G. R. Crone, 
W. А. SUTHERLAND and А. С. ГЕ from 12-13 Ship 
Street, Brighton 1, and the style of the firm will remain 
unchanged. 

Messrs McCLELLAND, Moores & Co, Chartered 
Accountants, Glasgow, announce that Mr J. GORDON 
HAMILTON has been assumed as a partner as from 
Мау rst, 1962. ` to 

Messrs Воокк, Hour & Co, Chartered Accountants, 
of 83 Ebury Street, London SW:, announce that Mr 


Peter Davin Lyon-Manris, A.C.A., has been admitted 
as a partner as from May rst, 1962. The name of the 
firm remains unchanged. 

Messrs SAKER & Davis, Chartered Accountants, of 
Dashwood House, Old Broad Street, London ЕС2, 
announce that as from Мау 156 1962, certain sections 
of their practice will be continued in association with 
Messrs Налвмоор-Влммев, CASH, STONE & MOoUNSEY, 
who, with associated firms have offices in London, 
Liverpool, Portsmouth, Southampton, Chester, Man- 
chester, Wrexham, Dublin, Lagos and Nairobi. 
Mr R. Lancpon Davis will continue as senior partner 
and will be joined by Mr К. A. W. CatNE, Mr L. H. 
Crank, Mr M. H. Casourn SMITH, Ме С. Н. Hovey 
and Ме G. E. Hepeman. The close and happy associ- 
ation between Mr Lancpon Davis and Mr JAMES DE 
Mestre will continue in unison with the additional 
partners. Other sections of the practice will be con- 
tinued by Mr R. Lancpon Davis as a separate firm 
under the style of SAKER & LANGDON Davis. 

Messrs Srov, Haywarp & Co, Chartered Account- 
ants, of 97 and 99 Park Street, London W1, announce 
that Mr H. 'T'ARLEY, F.C.A., retired from the partner- 
ship on April 30, 1962. 

Mr H. 'TARLEY, F.C.A., announces that, with effect 
from May 1st, 1962, he has commenced to practise at 
Clements House, Gresham Street, London ЕС2. 

Messrs WENHAM BrotHers & Co, Chartered 
Accountants, and Messrs Мајок & Co, Chartered 
Accountants, announce that they have amalgamated 
their practices as from May 1st, 1962. On the same 
date the amalgamated practice was joined by the 
London partners of Messrs HILTON, SHARP & CLARKE, 
Mr G. P. CLARKE and Mr C. M. BAKEWELL, and also 
by Mr D. Мовсам Jones who has for some time been 
a member of the staff of Messrs WENHAM BROTHERS 
& Co. The partners of the new firm, which will 
practise under the firm name of WENHAM, MAJOR .& 
CLARKE, will be Messrs R. Н. BunpoN-CooPzn, G. P. 
CLARKE, А. M. M. Вокром-Соорев, С. M. BAKEWELL 
and D. Morcan Jones who will be resident in London, 
and Messrs E. P. Мајог, J. D. Веск, D. F. Dopp, 
G. S. Major and P. A. WHITEHEAD who will ђе 
resident in Birmingham. For the time being the 
practice will be carried on from the present addresses 
in London, Birmingham and Walsall. 

Messrs WRIGHT, STEVENS & Lioyp, Chartered 
Accountants, of Norfolk House, 7 Laurence Pountney 
Hill, London EC4, announce that Mr Автнив C. 
McMILLAN, C.A., and Mr MICHAEL GOSLING, A.C.A., 
have been taken into partnership as from May rst, 
1962. The name, address and telephone number of 
the firm remain unchanged. 


Appointments 

Mr L. J. Barry, a.a.c.c.a., has been appointed chief 
accountant of the Electricity Supply Board, Dublin, in 
succession to Mr Joseph Fogarty, B.COMM., A.C.A., who 
has retired. 

Mr J. W. Bowerman, Е.С.А., financial comptroller 
of Niarchos (London) Ltd, has been appointed a 
director with effect from May Ist, 1962. 
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Mr Н. Г. Cadoux-Hudson, М.А., А.С.А., managing 
director of Charterhouse Credit Co Ltd, has been 
elected to the committee of management of the Finance 
Houses Association. 


Mr P. Ewen, F.c.a., has been appointed a director of 
Westinghouse Brake & Signal Co Ltd. 


Mr Donald Giles, F.c.a., has been appointed а 
director of Burtonwood Engineering Co Ltd. 

Mr J. W. Hearnshaw, r.C.A., has been appointed a 
director of 'The John Folkes Group Ltd. 


Mr Peter Hemingway, Е.С.А., has been appointed 
secretary of Leeds Permanent Building Society. 

Mr W. R. Jones, F.c.A., secretary of J. W. Jackman 
& Co Ltd, has been appointed a director of the 
company. 

Mr T. D. Kelly, F.c.A., has been appointed a director 
of 'The Warwick & Warwickshire Permanent Build- 
ing Society. 

Mr Н. Т. Nicholson, Е.С.А., has been elected 
chairman of R. E. Jones Ltd and its subsidiaries in 
succession to Mr D. V. House, F.C.A., who has resigned 
following his appointment to the Restrictive Practices 
Court. | 

Mr J. M. Т. Ross, M.A., A.C.A., has been appointed 
managing director of Ross Trawlers Ltd. 

Mr W. J. Willcocks, F.c.a., has been taken into 
partnership by Capel-Cure Linton, Clarke & Co, 
Stockbrokers. 

Mr Leonard A. Woodburn, F.c.a., has been appointed 
a director of The International Tea Company’s Stores 
Ltd. 


OBITUARY 
Mr Herbert Noel French, F.C.A. 


We have learned with regret of the death on April 16th, 
at the age of ог of Mr H. Noel French, F.c.a., of Hes- 
wall, Cheshire. Mr French served his articles with the 
late "Мг T. W. Read, who was a leading Liverpool 
accountant and who played a prominent part in the 
establishment of the Institute in Liverpool. 

Admitted a member of the Institute. in 1894, Mr 
French started in practice in his own name in 1896 and 
founded the firm of H. Noel French, Ormrod & Co, 
Chartered Accountants, of Liverpool In 1919 he 
left the firm in order to take up an appointment in 
памят where he continued right up to the time of his 
death. 

Mr French had many outside interests in the 
course of his long life. Apart from serving on numeros 
committees, where his business acumen and integrity 
were held in the bighest esteem, he had a great love 
of music and was particularly attracted to the organ. 
In spite of his advanced years he had very many 
friends of all ages. 

Always a great believer in doing goodii in secret, very 
`few knew the full extent of the help and encouragemeat 
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he gave to those who had the privilege of knowing him. 
Many will join with his widow and daughter in mourn- 
ing the passing of a true gentleman. 


GRADUATED CONTRIBUTIONS 
Ë New Draft Regulations 


'The Minister of Pensions and National Insurance has 
asked the National Insurance Advisory Committee to 
consider and report on draft regulations! concerning 
graduated contributions in respect of holiday pay. 
'These regulations make a technical amendment to 
secure that for the purpose of graduated contributions, 
certain holiday payments can be treated as forming 
part of the employee's ordinary series of payments 
even though calculated on a quite different basis. 

The Committee will consider representations on 
these draft regulations received by them not later than 
May 22nd, 1962. Representations should be made in 
writing and should be sent to the Secretary, National 
Insurance Advisory Committee, то John Adam Street, 


` London WC2. 


PREVENTION OF FRAUD: INVESTMENTS 


'The 1962 edition of the annual publication Particulars 
of Dealers in Securities and of Unit Trusts under the 
Prevention of Fraud (Investments) Act, 1958, containing 
particulars of persons and firms authorized to carry 
on the business of dealing in securities as at January 
31st, 1962, has now been issued by the Board of Trade. 
''he publication contains the names and addresses of 
holders of principals’ licences, of members of stock 
exchanges and of associations of dealers in securities 
which are recognized by the Board, and of exempted 
dealers. Particulars of unit trusts schemes authorized 


- by the Board are also included. Copies from H.M.S.O., 


price 35 64. 


EXPORT CREDITS GUARANTEE 
DEPARTMENT 


Nottingham and Manchester Offices 


The Nottingham Office of the Export Credits Guaran- 
tee Department has moved to Equitable House, Old 
Market Square, Nottingham; the telephone number 
remains unchanged — Nottingham 46585, and the 
office is now also available through the telex service — 
number 37566. 

'The Manchester Office of the department has moved 
to Britannic Building, Fountain Street, Manchester 2, 
telephone number Blackfriars 6236, telex 66756. The 


_ Move is a temporary one pending a permanent move 


to a building now under construction in the central 
area, 


1The draft National Insurance (Assessment of Graduated 
Contributions) Amendment Regulations, 1962. H.M.S.O.. 
Price 3d. 
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THE ASSOCIATION OF CERTIFIED AND 
CORPORATE ACCOUNTANTS 


International Congress Charter Flight 


-'The Association of Certified and Corporate Account- 


ants has arranged a charter flight London/New York/ 
London from September 6th-3oth at a cost of £64 
per passenger return for members wishing to attend 
the Eighth International Congress of Accountants. 
The charter flight is open to all members of the 
Association and their immediate dependants. We are 
asked to say that there is a small number of seats still 
available and any members interested in joining the 
flight should write immediately to the Secretary, 22 
Bedford Square, London WC1, for further details. 


CHARTERED ACCOUNTANTS’ WEEK-END 
CONFERENCE 
The. third week-end conference arranged by Messrs 
Thornton Baker & Co, Chartered Accountants, took 
place recently at University College, Oxford. 

Over one hundred members of the firm including 
partners and office managers were present. Talks, 
which were followed by discussions and questions, 
included ‘Raising money for clients’, ‘Computers’, 
"The work of an issuing house’ and ‘Investigations by 
the reporting accountant for a public issue prospectus’. 
On Saturday afternoon there was an informal dis- 
cussion on matters of general interest for local partners, 
managers and seniors of the firm. Sunday morning was 
left free and the course concluded on Sunday after- 
noon with a general discussion under the title of ‘Pool 
of knowledge’, at which members were able to raise 
matters of general interest. 


THE EAST ANGLIAN CHARTERED 
ACCOUNTANTS’ STUDENTS’ ASSOCIATION 


At the recent annual meeting of The East Anglian 
Chartered Accountants’ Students’ Association, the 
following officers were elected for the year 1962-63: 

President: Mr В. W. Barbour, A.C.A. 

Vice-President: Mr С. Wadwell, F.c.a. 

Hon. Treasurer: Mr R. М. Burgess. 

Hon. Secretary: Mr R. D. G. Wardle, Slater, Dominy & 
Swann, Sussex House, Hobson Street, Cambridge. 


CONFERENCE ON INVESTMENT 


‘Investments in the Common Market’ will be the 
theme of a one-day conference organized under the 
auspices of the Investors Chronicle to be held at The 
Connaught Rooms, Great Queen Street, London WC2, 
on May 17th. 

The opening address will be given by Lord Robbins, 
C.B., B.SC.(ECON.), M.A., D.LIT., L.H.D., LL.D., F.B.A., 
and. subjects of other addresses will include investment 
in West Germany, Italy, Belgium, Holland and France. 
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“The British viewpoint’ will be given by Mr Harold 
Wincott, Editor-in-Chief, Investors Chronicle. 'The 
organizing secretary is Mr Philip Syrett, Angel Court 
Consultants Ltd, 4 Angel Court, London ЕС2, to 
whom all applications for tickets should be addressed. 


‘CITY OF LONDON’ COURSE 


Sixty senior banking and insurance officials from 
nineteen countries will visit the City of London shortly 
under arrangements made by the British Council. The 
officials are coming at their own expense as.members 
of the British Council’s ninth annual ‘City of London’ 
course from May 2oth—June rst. 

Lord Ritchie of Dundee, Chairman of the London 
Stock Exchange, is chairman of an advisory committee 
consisting of leading members from representative 
organizations of the City which are co-operating with 
the Council in the arrangements for the course. The 
director of studies will be Mr W. Manning Dacey, 
economic advisor to Lloyds Bank. 

The main part of the course will consist of a series 
of lectures by experts describing their daily work. 
Subjects will include central banking, the operations 
of clearing banks, merchant banks, the discount market, 
the Stock Exchange, and the activities of London in 
the sphere of shipping. Consideration will also be given 
to the role of the insurance companies both as under- 
writers and investors, and to Lloyd’s of London. 

In addition, there will be visits to a number of City 
institutions, including the Bank of England, the Stock 
Exchange and the underwriting room at Lloyd's, and 
'The Port of London Authority has invited the entire 
party to a tour by launch of the Royal Docks. 


BEST BUILDING SOCIETY ACCOUNTS 
The 'Sir Harold Bellman' Challenge Cup 
The ‘Sir Harold Bellman’ Challenge Cup for the best- 
produced public accounts of a member of The Building 
Societies Association has been made this year to The 
City of London Building Society. Second place was 
awarded to the Grainger & Percy Building Society and 
third place to the Eastern Counties Building Society. 

Thirty-five societies submitted their accounts for 
the competition and the accounts entered for the award 
were assessed on May 3rd. The cup will be presented 
to the Society on June 7th, at the Association's annual 
conference at Eastbourne. 


ACCOUNTING BODY'S NEW REGULATION 


Following the thirtieth annual general meeting of the 
Association of International Accountants on April 
3oth, a special resolution was passed at an extra- 
ordinary general meeting providing for the addition 
of a new article to the Association's regulations stipulat- 
ing that no member of the Association shall practise ° 
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the profession of accountancy without having in force 
a certificate issued by the Association authorizing him 
to so practise. 

Practising certificates will not be issued to members 
of the Association unless they have served under 
articles of clerkship with a qualified person or have 
been employed for a continuous period of not less than 
thirty months in a responsible position on public 
accountancy work by a qualified person. ‘Qualified 
person' means a practising member of the Association 
who is himself the holder of or eligible to receive a 
practising certificate, or a person qualified for appoint- 
ment as auditor of a company under section 161 (т) (а) 
of the Companies Act, 1948. 

The conditions for the i issue of a practising certificate 
will not apply to members of the Association admitted 
prior to December 31st, 1961, or to registered students 
or licentiates who were registered with the Association 
as at that date and who qualify and are admitted to 
membership of the Association within the three years 
next following that date. 


Li 


ASSOCIATION OF SUPERANNUATION 
AND PENSION FUNDS 


The fortieth annual general meeting of The Association 
of Superannuation and Pension Funds will be held at 
the Botanical Gardens, Edgbaston, Birmingham, on 
June 6th, commencing at ro a.m. This will be fol- 
lowed by a regional conference which will have as its 
theme ‘Pensions and inflation’. 

Papers will be read by Professor Francois Lafitte, 
Professor of Social Policy and Administration, Univer- 
sity of Birmingham; Mr A. C. G. Ponsonby, managing 
director, Helbert, Wagg & Co Ltd; and Mr L. K. Cape, 
chief superannuation officer, Birmingham Corporation. 
Further information regarding the conference is 
obtainable from the secretary of the Association, Bank 
Chambers, 329 High Holborn, London WC1. 


CHARTERED ACCOUNTANTS’ GOLFING 
. SOCIETY 
The Wood Cup 


The annual match between the Association of Scottish 
Chartered Accountants in London Golf Club and the 
Chartered Accountants’ Golfing Society for the Wood 
Cup was played at the Berkshire Golf Club on April 
27th. The contest consists of Stableford foursomes 
competitions under handicap for the Red and Blue 
course rounds and over thirty-six holes. The six best 
scores of both the Scottish and English Societies 
decide who shall hold the cup for the year. On this 
occasion the Scottish Society won by 378 points to 
360 points; the details as given in the next column. 
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С.А.С. Societ; points 
(1) E. H. Head and H. C. Staines ~ Sx 62 
(2) J. F. Sloan and A. W. Coleman T 62 
(3) D. G. Richards and P. Hughes - vs 62 
(4) P. G. Barber and J. Shaw ¿š a zs 62 
(5) T. Н. Bradfield and P. Knight.. СЕ га 56 
(6) А. B. Green and А. D. Inglis 56 

бо 1 

Scottish Association points 





(1) C. A. Murray and R. M. Hogg =: ss 59 
(2) M. J. Knox and I. R. Sinclair . ЕА 54 
(3) А. D. Knox and А. Craig га 54, 
(4) J. D. St. C. Harrison and M. G. M. Haines 52 
(5) P. J. Binns and А. C. М. Ferguson .. s 5o 
(6) R. J. Drummond and W. 5. Coghill | - 59 

378 





Prize winners (no pair could take more than one 
prize) were: 


Thirty-six holes points 
First: C. A. Murray and R. M. Hogg L4 69 
Second: D. G. Richards and P. Hughes .. . 62 

Red Course 
First: M. J. Knox and I. R. Sinclair .. i 36 
Second: J. F. Sloan and A. W. Coleman Ја 35 

Blue Course 
First: А, D. Knox and А. Craig 3s 
Second: R. T. Drummond and W. 3. Coghill ` 31 


Future Events 
The following fixtures have been arranged for 1962: 
May 12th-13th: Annual Meeting, Royal Porthcawl Golf 
Club. 


June 22nd: Summer Meeting, Stoke Poges Golf Club. 
October 3th: Autumn Meeting, Liphook Golf Club. 


А. О. Miles Challenge Cup 1962 
'The draw for the first and second rounds is as follows: 


First Round Second Round 

to be played by May 28th. 
Bye: Stanley Blythen 

Bye: Hays, Aker & Hays 





Bye: Pannell, Crewdson & 
| Hardy 
Kemp, Chatteris & Co . 
Broads, Patterson & Со 


Herbert Hill & Co 
Reads, Cocke & Watson 











Byz: Harmood-Banner, 
Cash Stone & Mounsey 





Bye: Barton, Mayhew & Co 
Byz: Futcher, Head, Smith 
& Co 
The semi-final is to be played by July and and the 
final by July 23та. 


ROYAL EXCHANGE 


INCORPORATED A.D. 1720 
Heap Orrice: ROYAL EXCHANGE, Гомром. Branches throughout the Country. 


ASSURANCE : 








Accountants are 
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Tax on Company Land Sales 


HE new short-term gains tax under Case VII of Schedule 

| D will hit the proceeds of resale-of most land bought within 
the previous three years and after April gth, 1962. One 
might reasonably have expected the Government to be content 
with Case VII, without at the same time broadening the scope of 
Case VI. However, clause 20 of the Finance Bill seeks to tax 
every company which has a long-term gain from land (acquired 
after April gth, 1962) if any person “connected with' the company 
is as it were tainted with a trade of land dealing or development. 

Covering well over three pages and having fourteen: sub- 
clauses, clause 20 has the unenviable distinction of being the 
longest in a Bill of long clauses. Perhaps the kindest thing which 
can be said about it is that if the comparatively minor extension 
of the scope of income tax which it seeks to impose cannot be 
achieved without enacting provisions of such baffling complexity, 
it would be far better to leave well alone. 

The House of Lords has held that a purchase and sale does not 
produce a taxable profit unless made by way of trade. The Income 
Tax Acts do not define ‘trade’ beyond saying that it includes 
manufactures, adventures and concerns in the naturg of trade.. 
Activities, like statements, are infinitely variable. In matters of 
libel it has been said that words are defamatory if the twelve 
jurymen trying the case think they are. Similarly, a group of 
activities constitute a trade if the Appeal Commissioners hearing 
an appeal think so. It is not entirely a matter of fact, and there can 
be successful appeals, but the precise point at which a superior 
Court will intervene and set aside the Commissioners’ finding as 
being unreasonable or unsupported by evidence, cannot be 
predicated with any certainty. In most cases an appeal from the 
Commissioners on these grounds is a gamble. Numerous as the 
reported decisions are, they are of only limited help. 

Significant in the context of clause 20 is Glasgow Heritable 
Trust Ltd v. C.I.R. (32 A.T.C. 3, 300; 33 A. T.C. 151), where, 
after two remits, the Scottish Court of Session reversed the 
Special Commissioners’ finding that the company was trading. 
A firm of speculative builders, whose business had become 
dormant in 1909, had a number of unsold let properties which 
were heavily burdened with mortgages. In 1918 the members of 
the firm promoted the company and sold forty-six of the properties 
to it for shares, the company taking over the liability on the 
mortgages. The company sold properties sporadically from 1918, 
and although its memorandum of association gave it trading 
powers, it was not at first assessed as a dealer in property. As from 
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1945 sales were stepped up and the Inland 
Revenue then raised assessments under Case I of 
Schedule D, which assessments the Special Com- 
missioners upheld on appeal. 

It seems to have been conceded that if the firm 
had retained the properties and then sold them, 
the sales would have been trading sales, the 
properties being:stock-in-trade of the old busi- 
ness. The Special. Commissioners asserted in the 
stated case that the intermediate sale to the com- 
pany “made no difference’, They said they 
regarded themselves as entitled to take into 
account the earlier activities of the firm and the 


fact that the partners and their families were the 


principal shareholders. The Court of Session 
held that the Special Commissioners had pro- 
ceeded on a wrong basis, and the assessments were 
discharged. This can be said to be one of the 
many illustrations of the fundamental principle 
enshrined in the House of Lords' decision in 
Salomon v. Salomon & Co Ltd ([1897] A.C. 22), 
namely, that a company is not the agent of its 
shareholders. 

Property speculators have not been slow to 
seize advantage of the Scottish Court's decision. 
How much revenue has been lost thereby cannot 
be known, but clause 20 is evidently intended to 
close the gap. It is, however, so drawn that it is 
. likely to make the innocent suffer with the guilty. 


Subclause (1) imposes Case VI liability on the ` 


profit arising to a ‘landowning company’ on the 
disposal of its land, where two conditions are both 
satisfied. One has to ask two questions: 


(а) Would a person who carried on the activi- 
ties of the company, together with any 
“related activities', be regarded as carrving 
on a trade of dealing in or developing land? 


(b) If that person had disposed of the land, 
would the proceeds be regarded as a 
` trading receipt of that trade? 


_ To these questions there can be no certain 
answer; the first subclause plunges us at once. 
into what Mr Justice DANCKWERTS called “а dim 
world peopled by the indeterminate spirits of 
fictitious or unborn sales’. 
What are ‘related activities’? They are of two 
kinds: 
а) the activities with respect to land of any person 
with whom the company is connected at the time 
of the disposal; and 
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(b) the activities with respect to land of any com- 
pany not within paragraph (а) above, being 
activities of that company at a time when it was 
under such control as would have brought it) 
within paragraph (a) above, if it had not ceased " 
to be under that control, or ceased to exist, oc 
both.’ 


This unilluminating definition at once gives rise 
to two further questions: When is a company 
‘connected with’ a person? and What is the ‘con- 
trol’ mentioned in (b)? The trail now leads to sub- 
clause (14) which says that ‘control’ has the same 
meaning as in section 333 of the Income Tax Act, 

1952, subject to subclause (13). This subclause 
(13) extends the meaning of ‘control’, for clause 
20 purposes, in two ways, (а) and (5). Under (a), 

a person or group has control if he or they "а 


*can determine the manner in which one-half of the 

votes which could be cast at a general meeting. 
of a company are to be cast on matters not of such. 
a description as to bring into play any special 
voting rights or restrictions оп voting". 


To the simple minded, this seems like a definition 
of the absence of control. 

Under (D) the person or group has control if he 
(or they) 


*is entitled to one-half of the profits of a company 
distributed by way of dividend, or would be 
entitled in the winding-up of a company to one- 
half of the net assets’. 


A person who controls a company also controls, .* 
for clause 20 purposes, the companies controlled 
by the company. 
. This paves the way to finding out what 'con- 
nected with' means. Subclause (14) refers the 
reader to paragraph 18 of the Ninth Schedule, 
which deals with the same matter in relation to 
Case VII. But subclause (14) adds the warning 
that in paragraph 18 'control' is to have the 
extended meaning given to it by subclause (13). 
An individual is ‘connected’ with (i) his spouse; 
(i) his partner; (iii) his relative (i.e. brother, 
sister, ancestor or lineal descendant); (iv) a rela- _ 
tive of his spouse or partner; (v) the spouse of T 
any of the individuals in (ii), (ili).and (iv); (vi) a 
settlor of any settlement of which the individual 
is trustee (but this applies only to the person "s 
capacity as trustee). ` 


(To be concluded.) 
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5 the report and accounts of its Council 
confirm, 1961 has been another busy and 

4 fruitful year for The Institute of Char- 
tered Accountants in Ireland. Income from all 
sources rose by £1,135 to a record total of £14,357 
and, despite increases in administration expenses 
and the net cost of examinations, both occasioned 
by the natural development and expansion of 
Institute activities, a surplus of {£1,090 was 
achieved. This was added to the accumulated 
fund which at December 31st, 1961, stood at 


^ £18,112. At that date, the total membership of 


Wem. 


the Institute was 1,713 which is a net accretion 
of sixty over the year. It is interesting to note 
that just over 80 per cent of members are resident 
in Ireland. 

At December 31st, 1961, there were 810 clerks 
currently serving under articles as compared 
with 730 the year previous. The number of new 
articles of clerkship registered during 1961 
remained steady at 217. The last Final examina- 
tions of the Institute under the old syllabus were 
held in May and November when seventy-seven 
candidates passed. Under the new syllabus 
whereby the examinations are divided into 
five annual parts, 484 candidates in all were 


гє successful. As the total number of candidates 


sitting various examinations during the year was 
1,203, the overall percentage pass was nearly 
forty-seven. 

The Institute did not hold a residential con- 
ference in 1961 but one is being planned for 
October of this year. The venue is Newcastle, 
` Co. Down. Instead, the Belfast Society of Char- 
tered Accountants held a week-end conference at 
Portstewart, Co. Londonderry, last October at 
the same time as the Dublin Society of Chartered 
Accountants were in residence for a similar pur- 
pose at Tramore, Co. Waterford. October seems 


T to be a time much favoured by Irish chartered, 


accountants for their functions because the 1961 
Institute dinner was held at the Gresham Hotel, 
Dublin, also in that month. 


The retiring PRESIDENT's address — which we . 


reproduce in this issue in a report of the seventy- 
fourth annual meeting of members held in Dublin 
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Irish Institute Innovation 


on May sth — is an admirable statement of the 
policy and aims of the Institute in matters of pro- 
fessional education and training. 'The proposed 
appointment of a full-time director of studies will 


.help to co-ordinate the examination preparations 


of students and to ensure that the best uses are 
being made of the facilities provided for them. 
'The decision to augment the existing libraries 
and, perhaps, to sponsor new textbooks is like- 
wise a positive step which should further improve 
existing standards. Mr Dawson’s cautionary 
word to practising members about being dis- 
criminating in their selection of clerks will cer- 
tainly not be taken amiss. Despite the intense 
competition created by commercial concerns with 
powerful inducements of almost immediate 
rewards in return for the minimum of study, the 
long-term prospects of entrants to the account- 
ancy profession are superior, but they will remain 
so only if the high levels which the profession has 
set for its members are maintained, and that can 
best be done by attracting the finest material from 
the schools and universities. At the other end of 
the clerk’s training, the PRESIDENT rightly refers to 


‘the importance of acquiring post-qualifying prac- 


tical experience. Too many young chartered 
accountants rush into industry too soon and the 
consequent harm so often caused affects not only 
themselves but their commercial employers and, 
indeed, the accountancy profession itself. 

Partly as a corrective to this precipitancy and 
partly as a means of better equipping members 
for the wide variety of services they are now 
expected to perform, the Council is considering 
extending fellowship status to non-practising 
members of the Institute. The opinions of 
members on what basis future fellowships 
generally should be awarded is now being sought 
and Mr Dawson openly affirms that, in his own 
view, the only worth-while basis is by ‘academic 
achievement’ and examination and not merely by 
the efflux of time. In this he will have many 
supporters as well as a number of opponents and 
the outcome of this proposed innovation will be 
watched with keen interest by the profession at 
large. 
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Profits Tax: Effect of Change of Business 


New Principle relating to Distribution А 
by Т. J. SOPHIAN 


to profits tax were determined in the recent 
case of E.Y.L. Trading Co Ltd v. C.I.R. 
(40 А.Т.С. 341). 


р“ of considerable interest with regard 


Material Facts 


The company was incorporated in 1941 with 
a share capital of 20,000 £1 shares, of which 
8,002 ordinary and 1,000 5 per cent Preference 
shares had been issued. 

On February 19th, 1955, the company sold its 
business and assets, with the exception of cash 
and investments, and on March 17th, 1955, 
transferred its credit balance of £297,341 odd to 
a new bank and changed its name the next day. 
On March 31st, 1955, this credit balance, together 
with interest earned on this sum in the meantime, 
was transferred to a new account in the name of 
the new company. New directors were appointed 
and resolutions were passed approving the trans- 
fer of the 1,000 Preference shares and 8,000 of 
the Ordinary shares to the W. company. The two 
remaining Ordinary shares were transferred to 
the W. company and one of the directors. 

On the same date, March 31st, 1955, the 
directors passed a resolution that, as from that 
date, the company should be an. investment 
company; while on April rst, 1955, a sum of 
£288,327 odd, representing tax-free dividends of 
£27 Los 5d on ‘the Preference shares and £288,300 
on the Ordinary shares, was paid out of the above- 
mentioned credit balance of £297,647 odd to the 

_W. company, and the balance of £9,319 odd was 
transferred to a new bank account. 

In, and subsequently to, June 1955, the 
company bought and sold investments, and was 
treated as from this time by the Inland Revenue 
as an investment company. As at March 3155, 
1955, the company’s profit and loss account was 
credited with £305 odd as interest, and the 
balance sheet showed {9,002 in respect of share 
capital and {£288,645 as revenue reserve. The 
assets at that date were shown as consisting of 
some £299,647 cash at bank. 

To come within the charge to profits tax, it 
must be shown that a trade or business has been 
carried on; but section 19 (4) expressly ropes in 
the holding of investments by providing that it is 


to be deemed to be the carrying on of a business, 
Thus the mere receipt of compensation moneys 
under the Coal Industry Nationalization Acts 
would not be sufficient to constitute such а 
holding of an investment. (Henry Briggs, Son 38 
Co Ltd v. C.I.R. (39 А.Т.С. 437).) In this case a 
former colliery company continued in existence 
for the sole purpose of receiving the compensation 
moneys due, after the receipt of which it was the 
intention of the company to go into liquidation. 
It carried on no trade or activi ity. “Ne 
- This company was a subsidiary of the appellant 
company to whom it paid dividends, apparently 
out of the compensation moneys. The appellant 
company contended that these dividends were 
franked investment income which according y 
ought to have been excluded from the computa- 
tion of their profits for profits tax purposes. 
Accordingly, it became necessary to determine 
whether the subsidiary was to be deemed to have 
been carrying on a business by virtue of secticr. 
19 (4), that question again depending on whether 
it could be said of the subsidiary that its functions 
were that of holding investments or property. 

The House of Lords held that ‘functions’ and 
‘holding’ could not-be given so wide a meaning in 
secticn 19 (4), for whenever a company ceased to: 
carry on its ordinary business, but did nct 
immediately start a new business or go into 
liquidation, its functions would be to ‘hold’ its 
assets, i.e. “property? (except in the unlikely case 
where the company had no assets at all), and th 
company, without carrying on any activity of any 
sort, could be deemed to be carrying on a trade. 
Sitting and waiting to collect compensation 
moneys as they fell due would not be so regarded. 
Тћеге would be no element in that of any objec- 
of making profits. 


New Principle 
Further, deeds and not words are necessary tex; 


‘prove that the functions of a company consist ir. ' 


the holding of investments. Accordingly, the 
mere passing of resolutions will be entirely in- 
effective unless they are implemented. This 
appears to be a new principle, which was deter- 
mined in the E.Y.L. Trading Co case. Accord- 
ingly the company was held to have become an 
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investment company only when it started dealing 
in investments with a view to profit, in June 
1955, and not when the directors passed, on 


~ ¿(March 31st, 1955, the resolution that the company 


was to be an investment company. 

This determination that the company became 
an investment company in June 1955, and not at 
the date of the directors’ resolution, immediately 
raised fresh problems as to the selection of the 
appropriate chargeable accounting period. Under 
section 20 (2) of the Finance Act, 1937, certain 
. rules are laid down for the selection of the 
appropriate period. When the accounts of the 
trade or business are made up for twelve monthly 
periods, without any break, each such period will 
rank as a ‘chargeable accounting period’. Where 
they have previously been so made up but have 
ceased to be made up in this way at the material 
time, then the Commissioners are given the option 
of declaring what periods, not in excess of twelve 
months, are thereafter to be treated as chargeable 
accounting periods. 

According to the facts in the case, the accounts 
of the company had been made up for successive 
periods of twelve months ending on March 31st, 
up to the period ending March 313% 1955, and 
the company therefore contended that as the 
twelve-monthly periods were 'successive' ones 
so that there was no break between the periods, 
the Commissioners could not exercise any right 
to select some other period, as they had purported 
to do by their selection of the period April rst, 
1954, to February 19th, 1955, the date on which 
the company had sold its business and assets 


y (except cash and investments). 


Distinction in Relation to Accounts 


There is, however, a subtle distinction to be 
drawn, it might be said inferentially, from the 
language of section 20 (2): the accounts of a 
trade carried on by а company are one thing; the 
accounts of the company itself are something quite 
different. The periods of the two accounts might 
coincide or they might not. In the E. Y.L. Trading 
Co case, the period of the accounts differed from 
that of the company. The company's accounts 
were made up for twelve months ending March 
318, 1955, in the same way as for previous years. 
The accounts of the company's business, on the 
other hand, were not, and could not be, made up 
for the same twelve-month period ending March 
31st, 1955, if only for the simple reason that the 
company had sold its original business of steel 
stockists on February 19th, 1955, on which date 
its business had automatically ceased. There was 
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then a gap to June 1955, during which period no 
business or activity had been carried on. | 

In any view, as the directors" resolutions that 
the company should become an investment 
company were not passed until March 31st, 1955, 
there was still а gap between the sale of its 
business on February 19th, 1955, and March 31st, 
1955, during which period there was no business’ 
or activity of any sort. It could not be said, 
therefore, that the accounts of the company’s 
trade or. business had been made up for a full 
twelve months period down to March 31st, 1955. 
That being so, there arose the right conferred 
by section 20 (2) (b) on the Commissioners to 
select what should be the appropriate accounting 
period. The last successive twelve-month period 
to which the accounts of the company had been 
made up on this view was the twelve months 
ending March 31st, 1954, and the next accounting 
period became the one that the Commissioners 
had selected, i.e. the period from April 1st, 1954, 
to February 19th, 1955. 


Last Chargeable Accounting Period 


'The final question was as to what was to be 
regarded as the Zast chargeable accounting period 
of the business hitherto carried on by the com- 
pany before it altered its status to that of an 
investment company. Was this period, April rst, 
1954, to- March 31st, 1955, in which the break 
occurred, to be treated as the last chargeable 
accounting period? 

The company, of course, carried on the activity 
of an investment company after March 31st, 
1955, so that it was bound to have subsequent 
chargeable accounting periods, and in a sense, 
one could not say what would be its last charge- 
able accounting period until such time as the 
company went into liquidation or otherwise 
became defunct. Incidentally, determination of 
the last chargeable accounting period assumed 
importance on the facts of this case since the 
company, in the interval between ceasing its 
steel stockist business on February 19th, 1955, 
and commencing the new function of an invest- 
ment company on June 19th, 1955, had, on 
April 1st, 1955, distributed the tax-free dividends 
of £27 10s and £288,300 on the Preference and 
Ordinary shares, respectively. 

Section 35 (1 ) (c) of the Finance Act, 1947, 
becomes material in this connection, as it deals 
with the question of gross relevant distributions. 
At the same time, it should be pointed out that 
the Finance Act, 1958, changed the basis of the 


. charge to profits tàx and swept away the old 
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reliefs for non-distribution and distribution 
. Charges, as regards all chargeable accounting 
periods ending on or after April rst, 1958. In 
the E. Y.L. Trading Co case, however, the periods 
still fell within the scope of the repealed provisions 
of section 35 of the 1947 Act. Under that section 
the gross relevant distributions to proprietors 
would be the total of the distributions, excluding 
distributions allowable as deductions in the com- 
putation of profits tax profits. Тћеу would com- 
prise, firstly, dividends declared not later than 
six months after the end. of.the relevant period 
and expected to be paid in respect of that period 
or any part of such period (paragraph (а)); 

secondly, distributions other than dividends 
which, under paragraph (2) were to be treated as 
part of the gross relevant distributions for any 
previous chargeable accounting period (para- 


graph (5)); thirdly, in the case of the last charge- ` 


able accounting period in which the trade or 
business was carried on, so much of any distri- 
bution made after the end of that period (not 
being a distribution (within paragraph (а)) as 
was not a distribution of capital (paragraph (с)). 
For this last purpose, however, a distribution 
would not be treated as a distribution of capital 
to the extent to which it exceeded the total 
nominal amount of the paid-up share capital, plus 
any share premiums. 

Now in the E. У.Г. Trading Co case the divi- 
dends in question were paid on April 156, 1955, 
which was а date falling within the intervening 
period between the cesser of the original business 
on February 19th, 1955, and the commencement 
of the investment ‘business’ in June 1955. The 
nominal paid-up share capital of the company 
was £20,000 and the total distributions by way 
of dividends were £288,327 105. If the period 
April rst, 1954, to February Igth, 1955, was to 
be treated as the last accounting period of the 
company's trade as steel stockists, then the excess 
of the distributions over £20,000, the nominal 
paid-up capital, would be caught by the above 
paragraph (с). The company's contention, how- 
ever, was that this distribution by way of divi- 
dends was to be treated as a distribution under 
paragraph (6) of a subsequent accounting period. 


In this connection, the decision of the House 
of Lords in C.I.R. о. J. B. Hodge & Co (Glasgow). 


Ltd (40 A.T.C. 232) is relevant. There, а com- 
pany carried on its trade from 1941 to April sth, 
1950, and obtained, during this period, non- 
distribution relief under section 30 (2) of the 
Finance Act, 1947. On April sth, 1950, the 
company sold its trading assets and commenced 
a new business as an investment company. On 
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March 18th, 1955, the company went into liqui- 
dation and distributed in the liquidation sums in 
excess of its nominal paid-up capital. 'The 
question arose whether the company's last 
chargeable accounting period was the period 
November 1st, 1954, to March 18th, 1955 (the 
date of winding up). The company contended 
that the profits which were distributed in the 
liquidation were the property of its former trade, 
and as that trade was not being carried on during 
the accounting period in question, it was not 
liable to a distribution charge under paragraph 
(c) of section 35 (1) of the Finance Act, 1947. 
In other words, the contention of the company 
was that the last chargeable accounting period 
of a trade meant the last accounting period in 
which that trade was being carried on. 


Is Some Trading Necessary? 


'The House of Lords, basing its decision partly 
on section 43 of the 1947 Act (by which all trades 


carried on were to be treated as one trade), 


rejected the company’s contention. The scheme 
of the 1947 Act, in the view of the House, was 
that the profits of each chargeable accounting 
period could no longer be put into separate 
water-tight compartments, as it were. 

It was enough that during the relevant charge- 
able accounting period for which the assessment 
was made, a trade was being carried on, it being 
irrelevant whether it was the same trade or a new 
trade. If a trade was being carried on during the 
relevant chargeable accounting period, all that 
it was necessary to inquire was whether or not the 


company had, during that same period, made _. 


distributions (from whatever profits of whatever 
trade such distributions were made being im- 
material) in excess of its nominal paid-up capital. 
Therefore, the fact that the trade from which the 
profit out of which the distribution was made was 
not being carried ón, though some of the trade 
was in operation, during the relevant chargeable 
accounting period, was irrelevant. 

In the E.Y.L. Trading Co case, however, the 
point was slightly different in that the distri- 
bution was made in a period during which по 
trade at all was being carried on; this period 
being between the cesser of one trade and the 
commencement of another. In holding in this 
case that paragraph (c) applied to the distribution, 
although it was made in a period when no trade 


at all was being carried on, the Court must be 


regarded as having extended the principles of the 
Hodge case in which a trade, though a different 
one, was in fact being carried on at the time. 


v 


Мау 19th, 1962 


THE 
ACCOUNTANT 7o 2643 


Terms used in Published Accounts 
_ of Limited Companies-III 


ISSUED BY THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Exceptional or non-recurring items and 
adjustments for previous years (excluding tax) 


iN some accounts these items are indicated in the 
narrative for the principal item of income, for 
example, *. .. including credits relating to earlier 
years f£, .. .'. Generally, however, such items are shown 
as a separate amount under a general designation such 
as ‘non-recurring incomé’. Many. descriptions are used 
including such adjectives as ‘exceptional’, ‘non- 


recurring’ and ‘extraneous’. Occasionally there is an 


indication of the circumstances which gave rise to the 
exceptional item. 


146. It is doubtful whether a distinction is always 
made between adjustments for previous years and 
items which are exceptional for some other reason. 
Where Фа distinction is made, however, the adjust- 
ments for previous years are variously dealt with as 
provisions no longer required, or by such descriptions 
as: E : 

‘Net profit from earlier periods”. `. 
‘Adjustments in respect of previous years’. 


Suggestions 


147. (a) Where items of an exceptional от non-recurrent 
nature are sufficiently material to come within 
the scope of paragraph x4 (6) (a) of the Eighth 
Schedule to the Companies Act, 1948, they 
should be appropriately described. Where a 
number of such items are grouped together 
suitable headings would be: 


EXCEPTIONAL NON-TRADING ITEMS 
EXCEPTIONAL ITEMS 
NON-RECURRENT ITEMS 
NON-TRADING ITEMS 


The following would be an appropriate expression 
to describe material adjustments of previous years’ 
trading results where these are distinguished from 
exceptional or поп-теситтет items: 


TRADING CREDITS (or CHARGES) RELATING TO 
PREVIOUS YEARS 


(c) Where the adjustments for previous years are 
credits arising from over-provisions, a suitable 
description would be: 


PROVISION(S) FOR . . 


(b 


— 


» NO LONGER REQUIRED 


Dividends paid, payable and proposed 

148. There is considerable variation in the wording 
used for dividends payable. Some of this is attributable 
to differing circumstances, such as the structure of the 
share capital and the practice ás regards the declaration 
of interim and final dividends; but to an important 


extent variation derives from differences in classifica- 
tion whereby in some instances the nature of the shares 
is taken as the primary factor and in others the grouping 
is as between dividends already paid and those recom- 
mended for consideration by the shareholders. 


149. On the one hand there are groupings under the 
headings ‘Paid’ and си and on the other hand 
headings such as: ; : 

Dividends Paid and Proposed: 

Preference Stocks (details given). 
Ordinary Stock (details given). ^ + hen 

150. The division of preference dividends as between 


paid and payable is frequently omitted. That of 
ordinary dividends is given by the.use of separate 


items designated ‘Interim’ and ‘Final’ or ‘Proposed , 


final’, The words ‘Provided’ and ‘Recommended’ are 
also used for final dividends. 


151. The periods to which dividends | relate are 

sometimes indicated — usually, but not invariably, 
where these differ from the accounting period. The 
dates of payment are seldom indicated; where they are, 
it is usually where the dates are “ss to the 
accounting date. 


152. The rates of dividends are often Biyen and there 
is generally an indication that the amounts shown are 
after deduction of income tax. 


| Suggestions 
153. Examples of appropriate wording for dividend 
items are: | | 
DIVIDENDS PAID AND PROPOSED, LESS INCOME TAX — 


5 PER CENT CUMULATIVE PREFERENCE SHARES 
(PAID JUNE 3OTH, 19... AND DECEMBER 31ST, 


ORDINARY SHARES — , 
INTERIM OF IO PER CENT (PAID AUGUST 17TH, 


DIVIDENDS PAID, AND PROPOSED — 


5 PER CENT CUMULATIVE PREFERENCE SHARES 
(PAID JUNE 30TH, 19... AND DECEMBER 3157, 
19...), LESS INCOME TAX 

ORDINARY SHARES — ` 
"INTERIM OF IO PER CENT (PAID AUGUST 17TH, 
19...), FREE OF INCOME TAX 


FINAL OF 20 PER CENT PROPOSED. (FOR PAYMENT 
ТОМЕ 16TH, 19...), FREE OF INCOME TAX 
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‘CONSOLIDATED BALANCE SHEET 


154. The terms used in consolidated accounts are 
generally identical, so far as applicable, with the terms 
used in the published accounts of the holding com- 
panies concerned. In this connection it is to be noted 
that paragraph 18 of the Eighth Schedule to the Com- 
panies Act, r948, requires consolidated accounts to 
comply, as far as practicable, with the requirements of 
the Act as if they were the accounts.of an actual 
company. There are, however, a number of items 
which arise solely in consolidated accounts and these 
items are dealt with in the following paragraphs. 


Title 

155. Examples of the titles used for consolidated 
balance sheets are: ((Holding Company) Limited and 
its subsidiaries, Consolidated Balance Sheet’, ‘(Holding 
Company) Limited Consolidated Balance Sheet’ and 
‘(Holding Company) Limited and subsidiaries, Group 
Balance Sheet'. 


Suggestions 


156. (a) The title (HOLDING COMPANY) LIMITED AND 
SUBSIDIARIES (or AND ITS SUBSIDIARY COM- 
PANIES): CONSOLIDATED BALANCE SHEET Or 
(HOLDING COMPANY) GROUP: CONSOLIDATED 
BALANCE SHEET would be appropriate where it is 
desired, having regard to the form of presentation 
of the accounts as a whole, to indicate in the title 
that the consolidated balance sheet relates to the 
holding company and its subsidiaries. | 

(b) Where the basis of consolidation would be too 
lengthy to describe in the title of the consolidated 
balance sheet, for example, where certain sub- 
sidiaries are excluded from the consolidation, it 
may be described simply as (HOLDING COMPANY) 
LIMITED CONSOLIDATED BALANCE SHEET. In this 
event the basis of consolidation would normally 


be described in a note to the accounts to which 


note a reference may be inserted under the title of 
the account. 


Share capital and reserves E 


157. Many consolidated balance sheets include a 
heading to describe the items summarized in that 
Section which shows the interest of the members of the 
bolding company. Varied expressions are used to 
describe these interests, such as 'Issued share capital 
and reserves attributable to members of (Holding 
Company) Limited’, ‘Capital and reserves of members 
of (Holding Company) .Limited'. 'These and similar 
terms may be adequate descriptions where there are 
no outside shareholders in subsidiaries. Where there 
are outside interests. it is normal to distinguish the 
share capital and reserves attributable to the share- 
holders of the holding company from the interests of 
outside shareholders. in the share capital and reserves 
of subsidiaries. 


. Suggestion 
158. The description used should be such as to 


distinguish the interests of the members of the holding: 


company from those of outside shareliolders in sub- 
sidiaries. An example is: 


SHARE CAPITAL AND RESERVES ATTRIBUTABLE TO 
MEMBERS OF (HOLDING COMPANY) LIMITED 
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Sbare capital 


159. Full details of the authorized and issued share 
capital of the holding company as given in that com- 


pany's balance sheet are often repeated in the con), 


solidated balance sheet. In some instances neither the / 
heading nor the description, for example, ‘share 
capital’, indicates that the share capital appearing in 
the consolidated balance sheet is that of the holding 
company. In others such an indication is given, for 
example: ‘Share capital of (Holding Company) 
Limited’, ‘Share capital (Holding Company)’, ‘Author- 
ized and issued share capital of (Holding Company) 
Limited’. 


160. Where the consolidated balance sheets do not 
give the amount of the authorized capital they give 
the amount of the issued capital with or without details 
of its composition. Examples of the headings used 
include ‘Issued share capital of (Holding. Company) 
Limited’, ‘Share capital of parent company’, ‘Share 
capital’, | 


Suggestions 
161. (а) Any heading used should indicate that the share 
capital is that of the holding company; for 
example, SHARE CAPITAL OF (HOLDING COMPANY) 
LIMITED. 

(b) Since details of the authorized and issued share 
capital of the holding company are given in its 
balance sheet, it may not be wished to repeat 
them in the consolidated balance sheet. If, 
however, it is desired to show the details, the 
suggestions contained in paragraph 9 as to the 
description of share capital in the balance sheet 
of a company are applicable to its description 
in the consolidated balance sheet. 


Capital reserve arising on consolidation 


162. In some consolidated balance sheets there 
appears under the heading of capital reserves an item 
which represents an amount arising from setting off 


_ the amounts at which the net assets of subsidiaries are . 
brought into the consolidated accounts against the 


amount at which the holding company brings its 
shareholding in the subsidiaries into its own accounts. 
In others one total is given for capital reserves and it is 
apparent from the details of the movements in the 
reserves that they include reserves such as those just 
described. 


163. No simple wording seems to have been found 
to describe this reserve adequately. Short forms of 
wording employed include ‘Capital reserve arising on 
consolidation’, ‘Consolidation reserve’, ‘Surplus arising 
on consolidation’. ^ 


164. Other descriptions attempt to depict more 
explicitly the composition of the reserve. Examples 
(which are inaccurate for the reason indicated in the 
next paragraph) are: 

‘Arising on incorporation in the consolidated 
balance sheet of the tangible assets and liabilities of 
subsidiaries at book amounts.’ 

‘Excess of the value of net assets appearing in the 
balance sheets of subsidiary companies over the 
value of shares in and advances to those companies 
in the balance sheet of (Holding Company) Limited.’ 


165. In another instance the capital reserves include 
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a ‘consolidation reserve’ which is referenced to a note 
giving details of the composition of this reserve in the 
following terms: 

‘Excess of discounts over premiums 
on purchase of shares in sub- 
sidiary companies . 

Undistributed profits and. reserves 
of subsidiary companies at date of 
acquisition by parent company, 
less proportion attributable to 
minority shareholders .. 

Adjustment on the capitalization of 
a ay company's reserves in 
19..... Lois Vs е ay 


£ 





£ e 

166. The description in paragraph 165 accurately 
depicts the complex accounting processes involved in 
the ascertainment of this reserve, but the two examples 
in paragraph 164 may mislead the reader because they 
do not clearly indicate that it is the excess at acquisition 
which is carried to this resérve and not the excess which 
may have arisen since acquisition due to the retention 
of profits in the accounts of those companies. All the 
descriptions given in those two paragraphs, however, 
are probably difficult for a layman to grasp. 


Suggestion 
167. Under the heading capital reserves a simple 
form of wording such as (CAPITAL RESERVE) ARISING 
ON CONSOLIDATION may be used to describe a surplus 
arising cn the incorporation of the accounts of sub- 
sidiaries in the consolidated accounts. 


Revenue reserves – consolidated profit and loss 
account 


168. The wording in the consolidated balance sheet 
describing the unappropriated balance of profit and 
loss account usually follows that used by the holding 
company. Examples are: ‘Unappropriated profits’, 
‘Profit and loss account’, ‘Surplus’, ‘Profits retained in 
the business and other reserves’. 


169. In some instances the balance of profits carried 
forward is divided between the amount appearing in 
the profit and loss account of the holding company and 
the amount attributable to the holding company’s 
interest in subsidiaries. Examples are: 
‘Unappropriated profits — 
(Holding Company) Limited 
Subs:diaries' 

*Profit and loss account — 
(Holding Company) Limited 
Subsidiaries' 

170. In other instances the profit and loss account 
balance appearing in the consolidated balance sheet is 
that of the holding company and the reserves and profits 


of subsidiaries are shown as a separate item. Examples. 


of the descriptions applied to such items are: 
‘Subsidiary companies — 
Undistributed profits subsequent to acquisition 
by the parent company’ 
‘Miscellaneous reserves and undistributed profits of 
subsidiary companies’. 


Suggestions 
тут. (а) The suggestions given in paragraph 23 as to the 
description of the profit and loss account balance 
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of a company are applicable to the consolidated 
balance sheet subject to the modifications set out 
below. 

(b) Where the balance of profits is divided between 
the amount appearing in the profit and loss 
account of the holding company and the holding 
company’s interests in subsidiaries, examples of 
suitable wording are: 


UNAPPROPRIATED PROFITS — 


(HOLDING COMPANY) LIMITED 
SUBSIDIARIES 
or 
PROFIT AND LOSS ACCOUNT — 


(HOLDING COMPANY) LIMITED 
SUBSIDIARIES 


(c) Where revenue reserves of subsidiaries are in- 
cluded with the aggregate balance of profit and 
loss accounts of subsidiaries, examples of appropri- 
ate descriptions are: 


SUBSIDIARY COMPANIES — UNDISTRIBUTED (or 
RETAINED) PROFITS 


RESERVES AND UNDISTRIBUTED PROFITS OF 
SUBSIDIARIES 


RESERVES AND UNAPPROPRIATED PROFITS OF 
SUBSIDIARIES 


Outside shareholders’ interest 


172. The aggregate amount attributable to share- 
holders outside the group in respect of their interests 
on consolidation is described in a variety of ways. The 
use of the term ‘minority interests’ often occurs, but 
there are circumstances where this expression may be 
open to misinterpretation; although the holding 
company may control the majority of the voting power 
in a subsidiary, the majority of the capital may be held 
by the so-called minority shareholders, for example, 
in the form of preference shares. The significance of 
this item is not based necessarily on the minority 
aspect but rather on the fact that the interests con- 
cerned are outside the consolidation. It is probably 
for this reason therefore that many companies adopt 
such expressions as: 


*Outside shareholders in subsidiary companies' 

“Interest of outside shareholders in subsidiary 

companies' 

*Capital held outside the group' 

“Outside shareholders' interests in net assets of 

subsidiaries’. 

173. The first and third of those examples do not 
indicate that anything other than share capital held 
outside the group is necessarily included in this item. 
The third example does not indicate that it is the 
capital of subsidiaries which is concerned, and may 
therefore be puzzling to the shareholder; moreover the 
description is appropriate only when no part of the 
reserves of the subsidiaries 15 attributable to such 
capital. The use of the word ‘group’ also requires 
careful consideration as indicated later in paragraph 
188. 


Suggestions 
174. (а) The heading describing interests ој shareholders 


(other than the holding company) in subsidiaries 
consolidated should be factual, and -the word 
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*minority should not be used unless the outside 
shareholders are minority shareholders. The 
following are examples of descriptions which are 
normally suitable: 


INTERESTS OF OUTSIDE (or MINORITY) SHARE- 
HOLDERS IN SUBSIDIARIES 


OUTSIDE (or MINORITY) SHAREHOLDERS IN 
SUBSIDIARIES 


OUTSIDE (07 MINORITY) SHAREHOLDERS’ IN- 
TERESTS IN NET ASSETS OF SUBSIDIARIES 


OUTSIDE (0r MINORITY) SHAREHOLDERS’ IN- . 


TERESTS IN CAPITAL AND RESERVES OF 
SUBSIDIARIES 
(b) Where sub-division of the item is appropriate, 
suitable descriptions of the details should be given, 
such as, for example: 


PREFERENCE CAPITAL 
ORDINARY CAPITAL AND RESERVES 


(c) If proposed dividends to outside shareholders in 
subsidiaries are not grouped with current liabilities 
but included in the aggregate amount at which the 
interest of such shareholders are stated in the 
consolidated balance sheet, the description of the 
interest should indicate that proposed dividends 
are included therein. 


Differences in inter-company balances 


175. A variety of expressions is used to describe the 
amount representing the net difference on inter- 
company accounts which arises owing to variations in 
the accounting dates of the individual companies 
included in the consolidation. Examples include ‘Net 
balance on inter-company accounts due to variation in 
balance sheet, dates’, “Net balance on inter-company 
accounts owing to variations in dates of balance sheets’, 
and ‘Balance arising from differences in accounting 
dates of certain subsidiaries’, Where accounts of 
overseas subsidiaries at March 31st, an earlier date 
than those of the holding ‘company, were consolidated 
the difference was described as ‘Advances to overseas 
subsidiaries (made since March 3186, 19...). 


Suggestions 


176.(а) Where balances appear in the consolidated 
balance sheet arising from transactions between 
companies in the group with differing accounting 
dates, an appropriate description would be: 

NET BALANCE ON INTER-COMPANY ACCOUNTS 
DUE TO DIFFERENCES IN ACCOUNTING DATES 


(b) Where it is possible to distinguish the difference, 
more specific descriptions may be suitable, such as: 
ADVANCES TO SUBSIDIARIES MADE SINCE 
(Being the accounting 
date of those subsidiaries.) 


(c) Descriptions such as ‘current account’, ‘suspense 
account’ carry no information to the reader and 
are therefore inappropriate. : 





Accounts of subsidiaries omitted from the 
consolidation 


177. If the accounts. of any companies in the group 
are omitted from the consolidation, paragraph 21 of 
the Eighth Schedule to the Companies Act, 1948, 
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requires that items relating to such subsidiaries should í 


be shown separately. Examples аге: 


“Investments in subsidiary company not consoli- 
dated' 


'Subsidiaries — 
Shares at cost in subsidiaries not consolidated'. 


Suggestion 


178. Expressions used in the accounts of holding 
companies to describe items relating to their subsidiaries 
(see paragraphs 92 to 103) may be used with appropri- 
ate amplification to describe similar itéms in a consoli- 
dated balance sheet relating to subsidiaries not con- 
solidated. A suitable heading would be: 


INTERESTS IN SUBSIDIARIES NOT CONSOLIDATED 


followed by further details as indicated in paragraph 
` I09. 


Goodwill arising on consolidation 


179. In some consolidated balance sheets there 
appears an item which represents an amount arising 
from offsetting the holding company's shareholdings 
in subsidiaries against the amount at which the net 
tangible assets of the subsidiaries attributable thereto 
are brought into the consolidated accounts at acquisi- 
tion of such shareholdings. The descriptions used for 
this item are varied. They may be classified into those 
descriptions which refer to premiums on shares 
acquired, those which refer to the excess of cost of 
shares over book amounts of assets of subsidiaries, 
those which refer to the excess of cost of shares over 
the nominal amount thereof and reserves appropriate 
thereto, and other descriptions. Examples of descrip- 
tions in thé various categories are: 


‘Goodwill and premium on acquisition of shares in 
subsidiaries' | | 

*Goodwill representing premiums paid on acquisition 
of shares in a subsidiary company' 

*Excess of cost of shares in subsidiary companies 
over the book value* of the net assets of those 
companies at the date of acquisition, less amounts 
written off? 


‘Goodwill, mainly represented by net excess of cost 
of shares in subsidiaries over appropriate pro- 
portion of book values* of net assets at dates of 
acquisition, less amounts written off’ 


*Goodwill, at cost less amounts written off including 
net excess of book values* over par values of 
inter-company shareholdings, less undistributed 
profits at the dates of acquisition' 


‘Goodwill, patent rights and trade-marks, arising on 
the incorporation of the book value* of the net 
assets of subsidiaries in the consolidated balance 
sheet’. 


~ 


А 
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180. Those examples which attempt a description of 
the accounting processes involved in the ascertainment 
of the amount described are inevitably lengthy and 
unlikely to be understood by a layman. Where on a 
comparison of the cost of the shares acquired with the 
then amount of the tangible assets over which control 
was acquired, after making due allowance for interests 


* See paragraph 181 (b) below... 
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not acquired and for liabilities, it appears that the. 
cost exceeded the amount of such tangible assets the 
difference may Бе said to represent an intangible 
asset. T'he asset may be goodwill in the sense that it is a 


** Á payment made in the expectation of the continuance of 


profits at a certain rate or it may represent payments 
made to obtain control over the company and the use 
of its assets in the operations of the group, the benefit 
of taxation losses or other benefits to be derived. 


Suggestions 


181. (а) The following are examples which indicate 
concisely the intangible nature of the item, with- 
out attempting a more explicit description which 
may not achieve its purpose: 

GOODWILL ARISING ON CONSOLIDATION 


EXCESS OF COST OF SHARES IN SUBSIDIARIES 

. OVER THE AMOUNT ATTRIBUTED TO THE МЕТ 

ASSETS OF THOSE COMPANIES AT THE DATE 
OF ACQUISITION 


EXCESS OF COST OF SHARES IN SUBSIDIARIES 
OVER THE BOOK AMOUNT OF THE NET ASSETS 
‘OF THOSE COMPANIES AT THE DATE OF 
ACQUISITION 

(b) The use of the term ‘book value’ is liable to be 
misunderstood as implying that an actual 
valuation was made and incorporated in the 
books at the date named; the expression ‘book 
amount’ or ‘amounts at which assets are carried 

in the books’ is therefore preferable. 


CONSOLIDATED PROFIT AND LOSS 
ACCOUNT 
(See comment in paragraph 154) 
Title of the account 
182. The title of the consolidated profit and loss 


account, whether or not a separate profit and loss 
account of the holding company is also given, some- 


— times makes reference to the fact that the account 


"embraces the holding company and its subsidiaries, for 
example: 


'(Holding Company) Limited and subsidiaries, 
Consolidated profit and loss account for the year 
епдед ини, 


Other companies describe the account merely as 
‘(Holding Company) Limited, Consolidated-profit and 
loss account for the year ended... Others 
refer to the group preceded by a contraction of the full 
name of the holding company – for example: ‘(Hold- 
ing) Group ~ consolidated prone and loss statement for 
the year ended... 


Suggestion 


183. The title (HOLDING COMPANY) LIMITED AND 
47 SUBSIDIARIES, (or AND ITS SUBSIDIARY COMPANIES) or 
(HOLDING COMPANY) GROUP: CONSOLIDATED PROFIT 
AND LOSS ACCOUNT FOR THE YEAR ENDED... i 
would be appropriate where it is desired to indicate in 
the title that the account includes the results of the 
company and its subsidiaries. This may not be necessary 
where the description of the items in the account gives 
the necessary indication or where the information is 
stated by note. 


“THE 
ACCOUNTANT 


647 


Profit (or loss) balances’ 


184. In some consolidated profit and loss accounts 
the principal item of income does not include a 
reference to the results of subsidiaries. In others the 


principal item of income includes the words ‘of the 


company and its. subsidiaries’, or ‘of the group’. The 
words ‘less losses’ are sometimes found, presumably 
to indicate that some companies in the group have 
incurred losses. 


. 185. The word ‘group’ is sometimes included to 
indicate the aggregate income of the holding company 
and subsidiaries, і.е. of all companies in the group 
before making allowance for amounts attributable to 
outside interests in subsidiaries. For example, “Trading 
profit of the group’, ‘Profit of the group, subject to 
taxation’, ‘Profit of the group, after taxation’. 


186. Following the adjustment for the outside share- 
holders’ proportion of the profits or losses of sub- 
sidiaries the amount remaining is described in various 
ways, such as: 


‘Interest of (Holding Company) Limited’ 

‘Balance for the year attributable to the interests of 
(Holding Company) Limited’ 

‘Net profit of the group attributable to (Holding 
Company )Limited’ 


‘Profit after taxation, attributable to (Holding 
Company) Limited’ ; 


*Group net profits'. 


187. The balance of profit prior to appropriation is 
occasionally indicated as 'group', 'applicable to the 
group’, ‘attributable to (Holding Company) Limited’, 
‘of the company and its subsidiaries’, or ‘consolidated’, 
but these descriptions are not usual. 


Suggestions . 


188, (a) The expression used to describe the principal item 
of income should be based on the suggestions con- 
tained in paragraph 120. 

(b) Where an indication is not given in the notes to 
the accounts or in the title of the consolidated 
profit and loss account of the fact that the results 
of subsidiaries are included therein, it is preferable 
for the narrative of the principal item of income 
and of other items where appropriate to indicate 
that the amounts relate to the holding company 
and subsidiaries. 


(с) Where the profit or loss of the company and the 
subsidiaries is stated before deducting the interest 
ој outside shareholders therein, it may be des- 
cribed as ‘GROUP PROFIT (or Loss) BEFORE (or 
AFTER) TAXATION’. Since the term ‘group’ is used 
to describe items which relate to all companies in 
the group before allowance for amounts attri- 
butable to outside shareholders it is preferable not 
to use this term, without qualification, to describe 
the balance of profits remaining after such allow- 
ance has been made unless it is clear from the 
context or wording that it is so used. 


(d) Ап expression such as *PROFIT ATTRIBUTABLE TO 
(HOLDING COMPANY) LIMITED AFTER TAXATION' 
to describe the profits attributable to the holding 
company would avoid the difficulty referred to 
in (с) above. 
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Outside shareholders’ interest in profits Š Proportion of profit retained by subsidiary 
189. Consolidated profit and loss accounts seldom companies 
gomb the све shareholders’ interest in profits in “Net dividends paid and provided — 
identical terms. e many descriptions used include : -— ES 
the following: : Y е е з £ > 
“Interest of outside shareholders in subsidiaries' REIS rod 7 uM ur i n ui 
‘Amounts attributable to shareholders outside the —— Y £ 
group’ ‘Retained in the business — 
‘Profits of subsidiaries attributable to minority By (Holding Company) Limited £ 
shareholders' By subsidiaries – applicable to 
'Proportion attributable to outside shareholders' minority members .. £ 





interests in subsidiaries’ : £ 
‘Profits of subsidiaries attributable to shares held Where the item described relates only to preference 


outside the group' shares held by outside shareholders, examples аге: 
*Profits applicable to shares in subsidiaries held ‘Net dividend to preference stockholders ог = 
outside the group'. subsidiary' 
190. Sometimes there are references to dividends ‘Dividends on preference capital of subsidiary 
paid to outside shareholders, particularly where only companies publicly held’. 
preference shares are held externally and the dividend 
paid constitutes the full extent of the outside share- | Suggestion 3 


holders' interest, for example, *Net dividends to out- 
side preference shareholders of subsidiaries'. There 
are, however, instances where ordinary shares are held 


тот. Appropriate expressions to describe the outside 
shareholders’ interest in profits are: 


outside the group and the dividends thereon are OUTSIDE (or MINORITY) INTERESTS IN PROFITS OF 
shown separately from the undistributed profits SUBSIDIARIES 
attributable to such outside shareholders. Examples INTEREST OF OUTSIDE (or MINORITY) SHAREHOLDERS 
are: IN PROFITS OF SUBSIDIARIES 
t 
Interest of minority shareholders = : PROFITS (LOSSES) OF SUBSIDIARIES ATTRIBUTABLE TO 
Dividends SHARES IN SUBSIDIARIES HELD OUTSIDE THE GRCUP 
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directors’ valuation 90, 97 
market value EM .. 90,97 . 
quoted Не Pš 90, 97, 136 . 
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trade es E . 90, 136 
unquoted os .. 97, 136 
Issued capital 2s EP 9 
Jigs, tools and fixtures E 68 
Land and buildings, freehold 
and leasehold ç T 61 
Leasehold(s), amortization .. 123 
Liabilities 
contingent £s ES 53 
current .. vis 38 
other than current | oe 31 
secured . .. 42, 105 
Loans and debentures 31, 44, 80 
Loans from/to subsidiaries .. 105 
Long-term liabilities vs 31 
Long-term liabilities, interest 
on . 34, 132 
. Loss of office, compensation 
to director for 22 sis 128 
Loss or deficit e. ЕА 120 
. Machinery, plant and equip- 
ment А 61 
*Market value’ (stock) | 74. 
Market value (investments).. 90,97 
Mining properties, depletion 123 
Minority shareholders 174,191 
Money at call and short notice 85 
Mortgages 31 
Mortgages ging to or from 
subsidiaries . an А 105 
pe assets of subsidiaries, out- 
side (or minority) share- 
holders interests in 174 
Net assets of subsidiaries at 
date of acquisition, excess of 
cost of shares over amount 
attributed to 181 
Net balance on inter-campany 
accounts due to differences 
in accounting dates Ба 176 
Net book amount ке 68 
Net current assets 72 
Net realizable value 76 


*Net worth' ss $ | 4 


Non-recurrent items 147 
Non-trading items 147 
Operating profit E 120 
Outside (or minority) share- 
holders’ interests .. 174, X91 
Overdraft .. ` 40 
Overhead expenditure 76 
Over-provision in respect of 
previous years' taxation 144 
Overseas taxation 144 
Patents Я . 63, 123 
Payment to director on retire- 
ment d ; 128 
Pensions, directors .. 128 
Plant, machinery, equipment 
and vehicles. . 61 
Preference capital, “outside 
shareholders’ interests in 
subsidiaries ·. 174 
Preference dividends accrued 48 
Prepayments 80 
Previous years 
taxation adjustments in 
respect of 144 
trading credits (or charges) 
relating to 147 
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Professional valuation vs 68 Reserves attributable to mem- outside (or minority) share- 
Profit апа 1055 account ° bers of holding company .. 158 holders' interests ..174, 191 
«adverse balance .. is 23 Reserves of subsidiaries proposed dividends .. 105, 107 
balance .. vs Be 23 outside shareholders’ in- reserves and undistributed 
- in consolidated balance ` terest in 5 174 profits: +. s S 171 
sheet £s ve ze 171 retained profits 171 shares in and amounts 
in consolidated. profit and Revenue account 23 owing from 107, 109, III 
loss account 188 suspense account ~ 17 
Profit for the year .. 120, 188 3 unsecured nozes 105 
Profits tax 144 ` Share capital se 5 49 Surplus . 23, 120 
Ip 3 
Property © .. .. » 6r Share capital and reserves 
Proposed dividends .. .. 48, 153 attributable to members of Tax equalizatior account .. 27, 144 
Provisions for holding company .. za 158 Tax reserve certificates 82 
deferred repairs .. ТА 36 Share capital of holding com- ` 'Tax reserve ce-tificates, in- 
discounts СЕ i Bo pany Qe i Ба 161 terest on А Vs 136 
doubtful debts  .. i. 36 Share premium account — .., 12 ‘Taxation Е КЕ 27, 46, 144 
‘renewals VY 123 Shares in and amounts owing Tools, jigs and fixtures m 68 
staff pensions 2 2 36 from subsidiaries 2s 2:107 109 ‘Trade creditors T 2 44 
taxation .. p Ке 46 Shares in fellow subsidiaries 111 · Trade debtors e 2s 8o 
taxation, no longer re- Shares in subsidiaries 101,107, Trade investments .. .. до 
quired: ..144, 147 109, 181 Trading credits (or charges) , 
vs Shop property I relating to previous years .. 147 
Quoted investments .. 97, 136 Simplicity .. I "Trading loss or profit . .120, 188 
Stock (capital) 9 ‘Treasury bills = а 85 
Recommendations on account- Stock-in-trade 74, 76 š 
-ing principles Stores a 76  Unappropriated profits . 23, 171 
Recommendation 18 ... 51, 119 Sub-totals | .. т  Under-provision in respect of 
Recommendation 22 73, 7475 Subsidiaries previous years’ taxation 144. 
Remuneration of auditors 130 advances to .. .. 176 Unquoted invest-nents 97, 136 
Remuneration of directors .. 128 amounts owing from/to 105, Unsecured loan stock š a 31 
Renewals, provision for 123 107, 10g Unsecured loan stock, interest 
Replacement price .. is 76 cost of shares іп ., . .IOI, 181 DH. ts E NE M er 132 
Reserve(s) current account(s) ae 105 Unsecured notes /subsidiaries) 105 
capital .. se e 20 dividends from tU 105 Valuation (fixed assets) 23, 68, 90, 97 
capital, arising on consoli- inter-company accounts, . 
dation a 167 net balance оп .. га 176 Wasting assets, depletion .. 123 
fund «s vs УР 20 interests in s zx 109 Workin progres .... .. 76 
general... ES 20 loans from and to 105 š 
mortgages from and to 105 Year .. Ps is s 2 
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Weekly Notes 


THE POUND IN PERIL 


ГМ the joint report of the British Association for 

the Advancement of Science and the Association 
of British Chambers of Commerce on decimal 
coinage and the metric system, published in 1960, 
it was stated that, on a “count of heads' basis, 64 per 
cent were in favour of a currency system which 
retained the pound as the principal unit, 21 per cent 
the ros/cent system and 15 per cent the 8s 4d/1d 
system. It was further stated that the first of these 
methods was strongly supported by 'learned societies 
and professional institutions'. 

Included in this group were The Institute of 
Chartered Accountants of Scotland, 'The Institute of 
Chartered Accountants in England and Wales, The 
Association of Certified and Corporate Accountants 
and The Institute of Cost and Works Accountants, 
but this.pleasing example of unanimity of profes- 





sional opinion has been short-lived. At the recent 
annual meeting of the English Institute (reported 
in our last issue), Mr H. A. Benson, С.В.Е., Е.С.А., 
explained how the Council came to change its mind 
and, in the memorandum. submitted to the Chan- 
cellor of the Exchequer in February 1961, advocate 
instead the adoption of the ros/cent system. The 
views expressed in that document are reaffirmed 
and elaborated in the Council's recent memorendum 
to the Halsbury Committee, which we reproduce on 
another page. Now, in a memorandum addressed to 
the same committee this week, the Association has 
also had second thoughts and this time recommends 
the 8s 4d/1d system. So far as we ere aware, neither 
the Scottish Institute nor The Institute of Cost and 
Works Accountants has yet submitted its views, old 
or new, to Lord Halsbury and his colleagues. 

And what of the other authorities who originally 
plumped for the pound? The banking associations 
who gave evidence to the joint inquiry stressed the 
desirability of its retention. The British Transport 
Commission regarded it as 'fundamental that the 
basic unit should be the pound' and was opposed to 
‘any form of decimalization which uses another basic 
unit’; and to the County Councils’ Association any 
suggestion that the pound should be abandoned was 
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‘unthinkable’. Are they all still of the same per- 
suasion? It seems certain that the abundance of 
evidence now being heaped upon the Halsbury 


» 4 Committee will not be lacking in variety and, even 


~ 


< 





` if in some instances opinions have been revised, that 
no more than reflects the influences of informed 
discussion which the whole question of decimaliza- 
tion of the currency has inspired during the past 
three years. 


COST ACCOUNTANTS' NEW PRESIDENT 


M& WILLIAM BISHOP, c.a., F.C.W.A., senior 
partner in the firm of William Bishop & Co, 
Chartered Accountants, of Edinburgh, and a director 
of a number of com- 
panies, has been elected 
President of The Insti- 
tute of Cost and Works 
Accountants for the year 
1962-63. 

Educated at George 
Watson’s College, Edin- 
burgh, Mr Bishopserved 
his apprenticeship with 
a firm of chartered ac- 
countants in that city 
and was admitted to 
membership of the for- 
mer Society of Account- 
ants in Edinburgh in 
1925. He afterwards moved to Glasgow where he 
remained with a firm of chartered accountants until 
1933 before taking up an appointment in the Birming- 
ham office of Stewarts and Lloyds as one of three 
principal assistants to the chief cost accountant. He 
returned to Edinburgh in 1935 to become a partner 
in the firm of McKerrell Brown & Gray, Chartered 
Accountants, with whom he was associated until 1947 
when he commenced in practice on his own account. 

Mr Bishop was admitted an Associate of The 
Institute of Cost and Works Accountants in 1934 and 
became a Fellow in 1940. Ten years later he was 
elected to the Council and has served as chairman of 
the Examination Committee from June 1959 until 
this year. For a number of years, he represented the 
Society of Accountants in Edinburgh on the General 
Examining Board and lectured in costing and other 
accounting subjects at the Heriot-Watt College, 
Edinburgh. 

Mr Bishop is an active member of the Edinburgh 
branch of the Institute having served as secretary and 
later as President. He is also an active social worker, 
* being chairman of the Y.M.C.A. in Edinburgh. 

Mr Charles Eric Power, Е.С.А., F.C.W.A., A.M.B.I.M., 
chief cost accountant of the British United Shoe 
Machinery Co Ltd, Leicester, has been re-elected a 
Vice-President of the Institute for a second year, and 
Mr John Pearson Wilson, F.C.W.A., F.C.1.S., a consul- 
tant cost accountant in Coventry, has also been elected 
a Vice-President for 1962-63. 
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PROFESSIONAL TRUSTEES’ REMUNERATION 


E was stated in the Court of Appeal last week that 
an accountant and a solicitor, who were trustees 
under a will, had paid themselves remuneration of 
£1,983 175 3d, respectively, under the trustee 
charging clause. The beneficiaries had brought pro- 
ceedings for breach of trust on the ground that the 
remuneration was excessive. The trustees had applied 
to the High Court for an order requiring the bene- 
ficiaries to give ‘further and better particulars’ of their 
claim, in particular stating precisely to what extent 
the remuneration was excessive. 

Mr Justice Cross dismissed the application and the 
Court of Appeal has now affirmed his decision. Lord 
Denning said, according to The Financial Times of 
May 9th, that it was impossible for the beneficiaries 
to answer such a question until they had received 
from the trustees a detailed account of the moneys the 
trustees had paid themselves. Only then could the 
beneficiaries state in detail what were the charges to 
which they objected. 


MODEL ACCOUNTS 


AREE feature of shareholder-relationships in 
the company world is the widespread improve- 
ment in the presentation and contents of annual 
reports which, as shown by entries for The Accountant 
Annual Awards, are having much more attention 
devoted to them. Amongst those closely concerned 
with the publication of adequate information are 
members of the Stock Exchange. It is therefore a 
pleasing reflection of this interest that the Council 
of the London Stock Exchange has rédesigned its 
own annual report to fall into line with present-day 
practice. Clarity, simplicity and informativeness — 
basic factors which should be present in all annual 
reports — are the keynotes. An introduction refers to 
the fact that a wider circle of people than members 
are interested in the principal events which occurred 
in the administration of the Exchange during the 
year which ended on March 24th. 

The Stock Exchange report opens with a summary 
of the year's work, much of it of general public con- 
cern. Rebuilding, which is now in hand, will improve 
market facilities and speed up communications, as 
also will the spread of mechanization. The Compen- 
sation Fund, which protects the public against 
‘House’ failures, has been further strengthened to 
£437,374. New methods of conveying company 
announcements to the House are being considered, 

On the accounts side, the balance sheet is the tradi- 
tional double-page statement, with liabilities on one 
side and assets on the other – a method which many 
accountants still hold to be the simplest and best form 
of presentation. Sectional headings are pin-pointed in 
bold headings and comparative figures for the pre- 
vious year picked out on a green background. 'T'he 
general effect is easy on the eye and simple to read – 
facts of importance when, as in the case of companies, 
most shareholders have little or no knowledge of 
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accounts. The revenue account gives the main figures 
and comparisons in tabular form on one page, with 
the detail as notes on the opposite page. 

Two pages of simply-drawn charts show the impor- 
tance of the Stock Exchange in the country's financial 
affairs, and as a securities market with a vast turnover. 
Lord Ritchie, the chairman, and his fellow Council 
members are to be congratulated on a document which 
could well be a model for many company reports. 


MODEST PROGRESS ON E.C.M. 


HE Ministerial meeting between the six members 
of the European Common Market and the United 
Kingdom last week-end made a certain amount of 
progress. 'They hope to have a broad outline of solu- 
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tions to the problems of this country's joining the 
Common Market by July. According to the Italian 
Minister of Industry and Commerce who was speak- 


ing on behalf of the six members of the European . 


Common Market, the period of investigation is over 
and that of negotiation has begun. 

By the end of the week-end it had become apparent 
that more progress had been made at the meeting 
than many had dared to hope but that considerable 
differences still separate the two sides on the basic 
issues. For the first time since last autumn ministers 
were personally involved in the formal discussions. 
It still seems apparent that France will play for time. 
On the other hand the impression has gathered 
strength that a target date in July has been 
seriously accepted by all concerned. 





This is My Life... 
by An Industrious Accountant 


CHAPTER 124 


XPENSE accounts are notoriously provocative of 

headaches. We read about expenditure wholly, 
exclusively and necessarily incurred for business 
purposes, but this generality isn't much help when 
we come to consider particular cases. I still remember 
the first shock I received in my early days; never a 
year has passed since without another. 

I was then in charge of the company secretarial 
section of our professional office; pressure of work 
was intense; my staff was small. What could a con- 
scientious and inexperienced young accountant do 
but work late to clear the overload? Evening after 
evening, crouched over the dictating machine, 
pouring out reams of minutes of meetings, statutory 
reports, file notes, correspondence of all sorts. . . . 
Those who have been secretaries will understand. 

Of course, one must eat. There was a coffee-house 
near the office where thirty minutes sufficed for 
sausages on toast or an omelette; the dockets for the 
frugal few shillings were paid without comment. The 
senior partner probably felt that I'd learn sense soon 
enough; the directors never descended to such 
trivialities. When they incurred expense, it was rarely 
revealed in detail; their vouchers merely said things 
like ‘Sundry out-of-pockets, Мау 2nd-4th; £42’. They 
were signed by a director and approved by the chair- 
man; I vaguely assumed them to cover hotels and 
travelling and similar essentials. Looking back on 
those days, I fancy that my generation guarded their 
employers' interests with an austere zeal more fervent 
than those employers ever conceived. 

One day, a crumpled bill was attached to the chair- 


man's voucher, obviously overlooked by the busy 


claimant. I can see the itemized list yet in my mind's 
eye. Dinner for eight at the costliest dining resort in 
town ... lobster, steak, Remy Martin, cigars, crème 


de menthe . . . it had been a good dinner. It was 
probably a special occasion, but it was a revelation to 
me, especially when I looked again at our own firm's 
skinflint schedule of permissible claims. But then, I 
was inexperienced in those days. 

The expense claim for my trip to London last week 
with Prinny is before me now. It's not really based on 
frugality. Prinny bade me royally to pay our way, and 
now he's about to authorize my out-of-pockets, as is 
legal and proper. I wonder if I dare include a new 
shirt under 'sundries'; after all, the hotel laundry 
lacerated the right upper breast of the old shirt I sent 
to them? If it wasn't for this diabolical new form 
P.11D, with its hair-raising analyses, I might risk it. 

In our company, we formalize our procedure 
nowadays. When I came here first, I was startled to 
discover that we had no laid-down system in our 
minutes for approving personal expenses. It was just an 
ancient tradition that all the directors were authorized 
to sign anything; being a closely knit group they 
naturally had a tacit agreement between themselves as 
to who looked after what expense. Even our auditor 
concurred in this arrangement; I still remember his 
cold annoyance when I tactlessly congratulated him 
on his trusting faith in human nature. But he squared 
the account. We also had an unwritten arrangement 
that the secretary could sign for his own outlay up 
to a five pounds ceiling; the auditor shrewdly raised 
this point with the directors as being unsatisfactory, 
and working from this start induced them to install 
the present systematic arrangement which spells out 
the authorization limits in detail. 

This train of thought was set off by reading an 
entry in Pepys’ Diary for February 1661: 


“То my Lord in the morning, who looked over my ` 


accounts, and agreed to them. I do also get him to 

sign a bill (which do make my heart merry) for £60 

to me, in consideration of my work extraordinary at 

sea this last voyage, which I hope to get paid.’ 

Is there an undercurrent of uncertainty implicit in 
his claim? I suppose 'twas ever so. But he had no 
P.11D to harass him. 


a 7 
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· Finance and. | 


_ Commerce 


Minimizing Costs 


Tur week's reprint provides the accounts of- 


The Cornhill Insurance Co Ltd. They show 
underwriting results, says Sir William Christie, the 


chairman, which were ‘excellent’. This was partly due ` 


to the outcome of improved claims experience but 
also, he says, to a lightening of the expense factor 
which runs through all the revenue accounts, 

‘For some years’, Sir William explains, ‘the 
management has devoted particular attention to the 
costs of administration. Major departments have been 
resited and office processes regrouped to advantage; 
repetitive human processes have been minimized and 
controls and routines simplified; paper work attend- 
ant upon the changing requirements of policy-holders 
has been abbreviated and documentation speeded up. 
In consequence of these measures, the ratio of 
management expense to the world-wide fire and 
accident premium income has fallen to the lowest 
level for the past six years.’ Sir William expects the 
process to continue. 

By the very nature of their work, accountants 
obtain a close insight to office administration. Their 
wide range of such experience in itself is a valuable 
asset. They also know only too well the conservatism 
that can exist with long-standing office procedures. 
Marks & Spencer made a clean break some years ago, 
saving millions of forms and tons of paper per 
annum. 


Motor Risks 


Cornhill Insurance is particularly proud of the 
results in its accident department. Sir William com- 
pares premiums, profit and percentage for the last 
three years: 1961 — £5,100,983, £282,976 and 5'5; 
1960— 24,461,339, £51,791 and 1.2; 1959 — 3,970,928, 
£173,622 and 4-4. Two-thirds of the motor accident 
premiums were for motor insurance in this country 
and the results of this major section were profitable. 
."We feel sure’, says Sir William, ‘that this gratifying 
result, the best for some years, is a reflection of our 
emphasis upon underwriting by reference to the 
individual records and characteristics of drivers 
rather than to broad categories and classes of vehicles 
and areas. We work on the principle that discrimina- 
tion by loaded rates on other penalties against the 
driver with an impaired record should be matched by 
factors which afford positive and substantial recog- 
nition to the policy-holder whose experience is 
lengthy and whose record is consistently good.' 
‘Hence’, he says, ‘the Cornhill plan of 1957 which 
first introduced a no-claim bonus scale under which 
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discounts rising to 50 per cent were allowed for the 
driver with the long claim-free record. 

But motor insurance overseas, he adds, still pre- 
sents many problems and resulted in an underwriting 
loss. н 


Trustee Status 


(QE point in insurance accounts is the compara- 
tive small paid-up capital compared with the 
multi-millions in the balance sheet. Equity & Law 
Life Assurance Society Ltd, in its 1961 balance sheet 
totalling £95,376,945, has only £450,000 in one million 
£1 shares, 8s 6d paid. Yet despite the long-standing 
solidity of insurance shares as investment, some of 
these companies are nori-trustee under the 1961 Act, 
paid-up capital being under Дт million. 

Equity & Law Life is calling up the 115 6d per 
share and splitting the £1 into four shares of 5s. Mr G. 
Godfrey Phillips, the chairman, points out that the 
11s 6d is being called up and not paid up “since it 
would not be proper, nor do our articles permit it, to 
use the reserves of the life assurance and annuity 
fund for this purpose; in other words, any such sum 
would have had to be paid up out of the proprietors' 
fund, which would not have been sufficient for the 
purpose unless we had been prepared to deprive 
proprietors of any but a minute dividend for the 
forthcoming triennium’, 


Valuation 


The Equity & Law Life 1961 triennial valuation is 
notable for a change in its basis, principally by the 
use of higher rate of interest. The valuation. basis 
used in 1958, the chairman points out, had in one 
important respect remained unchanged for twelve 
years, namely, the rate of interest employed in the 
valuation of ordinary life assurance policies, which 
was put into force at December 31st, 1946, when 
24 per cent Consols yielded fractionally over 2$ per 
cent and when the gross yield on the Society’s funds 
was 43 per cent. 


` The yield оп 23 per cent Consols, he points out, is 


now over 6 per cent and the gross yield on the 
Society’s funds last year was 7} per cent. 

‘To continue the valuation basis unchanged, he says, 
would have caused "ап undue withholding of surplus 
from the current generation of policy-holders'. ‘The 
bonus now declared was, he points out, earned during 
the triennium 1959-61 and the reserves released due 
to the change in the actuarial valuation basis and 
attributable to the period prior to 1959 have been 
used to increase the carry forward. 

Mr Godfrey Phillips (who is a director of the 
merchant banking house of Lazard Brothers) has a 
word to say on the Common Market. “While in my 
view this is an aim to be pursued with determination 
not only for its vital importance to the United 
Kingdom but also to the Commonwealth as a whole, 
it is difficult to see it being accomplished without a 
period of acute change for British industry.' 
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CORNHILL INSURANCE COMPANY LIMITED 
FIRE, ACCIDENT, AND MISCELLANEOUS INSURANCE 
REVENUE ACCOUNT 
1960 1961 1960 1961 

£ £ £ £ 
2,417,315 Provision for Unexpired Risks at beginning of year 2,686,574 3,785,885 Claims paid and outstanding: . = vs .. 4,032,902 
1,216,722 Agents! Commission, . - v. 5% .. 1,322,334 
6,716,435 Premiums .. .. .. .. .. .. 7,455,951 1,318,218 Management Expenses .. .. .. .. 1,389,019 
24,844 Overseas Taxation .. .. 33 .. m 30,155 
101,505 Transferred to Profit and Loss Account .. .. 385,735 

Provision for Unexpired Risks at end of year, being 

Я 2,686,574 409%, of Premium Income (ог the year — ., .. 2,982,380 
9,133,750 10,142,525 | 9,133,750 10,142,525 











MARINE, AVIATION, AND TRANSIT INSURANCE 
REVENUE ACCOUNT 











1960 1961 
£ £ 
941,944 Fund at beginning of year .. ale 22 aid 975,761 
Premiums in respect of 1960 and previous 
80,806 years .. m is e 115,827 
464,307  Premiums in respect of [961 .. m 459,932 
575,759 
1,487,057 1,551,520 


=e 











1960 1961 
£ £ 

320,648 Claims paid in respect of 1960 and previous years 332,514 
109,459 Claims paid in respect of 1961 v es m 129,135 
430,107 461,649 
61,189 Management Expenses es m "T 45 75,652. 
20,000 Transferred to Profit and Loss Account .. << 35,000 
975,761 Fund at end of year .. ats .. “< . 979219 
1,487,057 1,551,520 





PROFIT AND LOSS ACCOUNT 








1960 1961 
£ Е 
TRADING PROFITS:— 
101,505 Fire, Accident, and Miscellaneous Insurance — .. 385,735 
20,000 Marine, Aviation, and Transit Insurance .. es 35,000 
(From underwriting accounts of years prior to 
1961) 
121,506 420,735 
476,266 Investment income (Gross) <š .. .. 541,743 
597,772 962,478 
285,000 Less: Taxation s a 26 £ .. 497,500 
312772 PROFIT AFTER TAXATION .. z .. 464,978 
171,599 Balance brought forward .. .. .. .. 38,8" 
484,371 AVAILABLE FOR APPROPRIATION .. 776,849 
Deduct: 
— Transfer to General Reserve бе .. .. 250,000 
50,000 Transfer to Pensions Reserve — .. .. .. 50,000 
1961 Dividends: 
Interim (net) we .. 61,250 
Proposed Final (net) .. 61,250 
122,500 122,500 
£311,871 BALANCE CARRIED FORWARD .. .. £354,349 


{See Notes} 


NOTES TO THE ACCOUNTS 


}. Of the total Motor premium £3,102,890 was derived from home 
business; the profit on home Motor business was £226,096. 


2. Directors’ emoluments for the year ended December 31, per, меге 








Directors' remuneration vv 5,392 (5,250) 
Other emoluments ed "^ 14.868 (10,225) 
20,260 05,475) 

Past Director's pension for ser- 
vices in a managerial capacity 2,000 (2,000) 
£22,260 {£17,475) 


3. In the Revenue Accounts foreign currencies have been included at 
average rates of exchange for the year, except chat tke provisions for out- 
standing claims in the Non-Marine Accounts have been converted at the 
rates of exchange ruling at the end of the year. 

in the Balence Sheet foreign currency assets and liabilities have been 
converted at the rates of exchange ruling at the end of che year, except 
that investments have been included at, or under, the sterling cost at the 
date of acquisition. š 


4. All British Government, and British Government Guaranteed, Securities 
are redeemable at fixed dates, The aggregate redemption value is £2,152,776. 


5. Certain of the Company's assets are deposited out of the United 
Kingdom:— 


(a) As required by local laws of various places zs security for holders of 
policies chere issued. 


(b) As »art of a fund created with other companies as a guarantee in 
U.S. dollars in respect of certain Marine policies. 


6. Theaggregate market value of the Stock Exchange securities at Decem- 
ber 31, 1961, was in excess of the values included in the Balance Sheet. 


7. in our belief the assets set forth in the Balance Sheet are in the aggregate 
fully of the value stated therein. 


8. The Provision and Reserve for Unfunded Pensions is charged with all 
pensions not covered by the Company's pension scheme, and is credited 
with taxation relief on such pensions. 

Current contributions to the Company's pension scheme have been 
charged in management expenses in the Revenue Accounts, 


J. R. MILLBOURN, Director. W. CHRISTIE, Chairman, 


C. L. FABER, Director. L. A. DUNTHORNE, 
General Manager. 


` 
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CITY NOTES 


ELEASED from dock strike fears, the stock- 

market was able to make an impressively strong 
opening to the new account and the tone was sub- 
sequently assisted by some reasonably encouraging 
economic and industrial news. 

*Buy on a strike' has invariably been proved correct 
in stock-market terms. The threat of a strike inevitably 
brings, if not selling, then a run down in buying. 
Settlement of a strike equally brings improvement in 
stock-market sentiment and temper. 

There is, however, more to the current stock- 
market position than such short-term influences. 
There is now a tendency to look for good news rather 
than to harp on bad. That is usually a sign of a change 
for the better in the indefinable ‘market tone’. 

So far investors have obviously needed convincing 
of the reliability of the official economic line that 
recovery is setting in and that a normal process of 
reviving home demand, coupled with success in 
export markets, will take up the economic slack. 

There is still a firm belief that if that process is to 
be achieved, there must be some definite credit- 
freeing move to help the development on its way. 
Something more seems to be needed than periodical 
half-point cuts in Bank rate. 

The first sign of such a move could well turn a 
cautious stock-market into a really confident one. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


The Training of Accountants 


SIR, — In his article published in your issue of April 
7th and entitled “Training for the profession — fact 
and fantasy’, Mr R. J. Carter says “The most that the 
technical schools can do is to provide tuition in the 
technique of book-keeping which is the elementary 
skill the accountancy student must acquire before he 
can start his training in real accountancy’. Presumably 
"Мт Carter includes under the heading “technical 
schools' all colleges for further education. 

It is interesting to note that in the issue of April 
14th, the report of the meeting of the Council of The 
Institute of Chartered Accountants in England and 
Wales held on April 4th, 1962, includes this statement 
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RATES AND PRICES 
Closing prices, Wednesday, May 16th, 1962 > 
Tax Reserve Certificates: interest rate (28.4.62) 22% 


Bank Rate 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Dec. 8, 1960 5% Mar. 8, 1962 54% 
July 26, 1961 795, Mar. 23, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 4%% ` 
Treasury Bills 
Mar. 9 £s os s'89d%  Aprili3 £4 658544% 
Mar.16 £417: 7574% Aprilio £4 55 431475 
Маг. 23 £4 95 0°47d%  Apri27 £4 1$ osd% 
Маг. зо £4 851: 164% Мау 4 £4 Is 972d% 
April 6 £4 75 462d% Мау 11 £3 195 871d% 
Money Rates 

Day to day 25-35% Bank Bills 
7 days у 22-35% 2 months 43-46 % 
Fine Trade Bills 3 months 41-4 d % 

3 months 56% 4 months 41-4 1s 76 

4 months 1-65 6 months 41-41 4 

6 months 51-619; 

Foreign Exchanges 
New Yorx 2-811 Frankfurt 11-25-$} 
Montreal 3:064 Milan 1746-4 
Amsterdam 10:108—'11 Oslo 20°05}-} 
Brussels 140:024—% Paris 13:78i-5 - 
Copenhagen 1939340 Zürich 12.178 
Gilt-edged 

Consols 4% 63} Funding 3% 59-69 84% 
Consols 24% ` 40 Savings 3% 60-70 814 
Conv'sion 51751974 914 Savings 3% 65-75 72 
Conversion 5% 1971 924} Savings 22% 64-67 878 


Conversion 34% 1969 864 Treasury 54 % 2008-12 ool 


Conversion 34% 551b Treasury 5% 86-89 84% 
Exchequer 54% 1966 sor Treasury 3 % 77-80 70} 
Funding 54% 82-84 935 Treasury 3175 79-81 70% 
Funding 2% 60-90 88$ ‘Treasury 24% 401r 
Funding 2355 99-04 62 Victory 4% 97% 
Funding 3% 66-68 86% War Loan 33 55% 


~ 


‘In view of the increasing part being played by 
technical and commercial colleges within the educa- 
tional system, the Council has decided to examine 
the scope for assistance from such colleges on a 
wider scale than is envisaged in the report of the 
Education and Training Committee." 

Yours faithfully, 
E. V. ROBERTS, B.COM., F.C.A., 
Principal, 


Leeds 2. LEEDS COLLEGE OF COMMERCE. 


Deposit Account Interest 


Sir, – I am grateful for the opportunity of explaining 
the policy of this bank in dealing with interest allowed 
on deposit accounts which was referred to in the letter 
from Messrs Sanders, Millichamp & Co, in your issue 
of April 25th. 

Interest is calculated upon the day-to-day balance 
of a deposit account and is totalled at the end of June 
and December. The general practice of the bank is to 
take instrcctions from each new depositor at the time 
of opening his account as to whether he wishes the 
interest to be credited half-yearly to deposit or to 
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current account, or to accrue until he gives further 
instructions. Many of our customers prefer the interest 
to accrue or to be credited to their current account, 
and accordingly we find the system has the merit of 
being flexible and is able to meet the varying wishes 


of our customers. Yours faithfully, 
| Е. C. BOOLEY, 
. Public Relations Officer, 
London EC3. Lioyps BANK LTD. 


Assessment Query 


Sm, -- With reference to E. V. H. Nash’s reply in your 
issue of May sth to my query published in the pre- 
vious issue, it is not merely a question of whether the 
Revenue would be so unjust as to allow an assessment 
on an estimated sum to stand where there was no 
trading activity. In fact, it could work for the benefit 
of the taxpayer too. If the assessment raised for the 
year next after cessation became binding the preceding 
year would be the penultimate year, instead of the 
final cessation year, and in certain circumstances this 
would result in some saving of tax. 

According to the provisions of the Income Тах Act, 
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1952, an assessment becomes binding unless appealed 
against within thirty days. Also, in the case of Allen v. 
Sharp (1848), it was held that when an assessment 
became final, however erroneous, it could not be 
questioned. However, the Revenue advance the 
following argument: 

An assessment may be made on an assumption of 
fact which may later be found to have been without 
foundation, although thought to be otherwise at the 
time the assessment was made, or the facts assumed 
may be incorrect. An assessment is a consequence of 
the belief of the existence of facts giving rise to 
chargeability. It is illogical to say that an assessment 
is ‘conclusive evidence’ of the existence of such 
facts. It is only evidence of the belief and cannot 
create a chargeable source which does not exist. If, 
therefore, there is no source for 1961-62, no assess- 
ment is valid and cannot become final and conclusive. 

From the above it can be seen that there are two 
schools of thought on the conclusiveness and binding- 
ness of an assessment. I shall be glad of any 
other comments from readers. 

Yours faithfully, 


London W8. R. V. MANIAR. 





Taxation Case 


A full report of the case summarized in this column 
will be published, with a Note on the Judgment, in 
the ‘Annotated Tax Cases’. 


De Voil v. Welford Gravels Ltd 

In the Court of Appeal – April 17th, 1962 
(Before THE MASTER OF THE ROLLS (Lord EVERSHED), 
Lord Justice Џрјонм and Lord Justice Ютріоск) 
Income tax — Schedule A — Gravel-pit — Additional 
Schedule A assessment thereon — Whether assessment 
limited to annual value for previous year — Income 
Tax Act, 1952, sections 82 (paragraph 1 (с) of Schedule 
A), 84, 105, 106, 113. 

A farm of about 115: acres included а gravel-pit 
of about twenty-one acres, and the whole farm was 
assessed under Schedule А at „108 gross and 
£80 ros net. Prior to 1956 the gravel-pit had been 


` used as such to only a small extent, but in that year 


a large local demand for gravel arose, and the owners 
of the farm obtained development permission to 
extract gravel from the twenty-one acres. It was. а 
condition of the permission that any machinery or 
structures should be erected on an adjacent wooded 
area. The owners of the farm sold the twenty-one 
acres and the wooded area, twenty-three and a half 
acres in all, and the sale was completed on February 
22nd, 1957. The purchaser company let the re- 
spondent company into occupation, and the latter 
started operations for extracting the gravel at the 
end of March 1957. On December 31st, 1957, the 
purchaser company granted a lease of the site to 


the respondent company for twenty-one years from 
March 1st, 1957, at a rent of £60 a year. This lease 
denied the respondent the right to extract gravel or 
any other mineral from the land. On the same day, 
however, a licence was given by the purchaser com- 
pany to the respondent to extract gravel in return 
for a payment of 45-а cubic yard. —, 

In 1957, about 56,000 cubic yards of sand and 
gravel were extracted by the respondent, and in 1958 
it extracted 60,000 cubic yards. The sums payable 
to the purchaser company for those years were 
£11,200 and £12,000 respectively. After the Schedule 
A assessment for 1957-58 on the farm as a whole 
had been made, the Inland Revenue became aware 
of the sale of the twenty-three and a half acres, and 
the annual value of the farm as a whole was appor- 
tioned between the owners and the purchaser com- 
pany. Later the Inland Revenue learned that the 
respondent was extracting sand and gravel from the 
twenty-three and a half acres, and an additional 
assessment under Schedule А was made on the. 
respondent in the sum of £5,000 gross and £3,475 
net. 

It was contended on behalf of the respondent that 
the additional assessment was invalid, in that the 
twenty-three and a half acres was not a new unit of 
assessment. The General Commissioners accepted 
this contention, and discharged the additional 
assessment. -> 

Held (reversing the judgment of Mr Justice 
Plowman) (Lord Jùstice Upjohn dissenting): the 
twenty-three and a half acres were a separate unit 


-of assessment; and the case should be remitted to 


the General Commissioners for the annual value 
to be determined accordingly. 
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The Institute of Chartered. Accountants in England and Wales 


Decimal Currency . 


Memorandum for the Committee of Inquiry under the 
chairmanship of Lord Halsbury 


satisfaction the Government’s acceptance of 

decimal currency in principle and the appoint- 
ment of a Committee of Inquiry with the following 
terms of reference: 

(a) to advise on the most convenient and practical 
form which a decimal currency might take, 
including.the major and minor units to be 
adopted; 

(5) to advise on the timing and phasing of the 
changeover best calculated to minimize the cost; 

(c) to estimate the probable amount and incidence 
of the cost to the economy of proposals based 
on (а) and (5). 

' 2. After reconsidering the whole question of deci- 
malization of the currency the Council reaffirms the 
views which it expressed to the Chancellor of the 
Exchequer in a memorandum of February 1961 [re- 
produced. in The Accountant of February 11th, 
1961]. The following observations are made in ampli- 
fication of that memorandum. 


"Ts Council of the Institute has noted with 


The Most Convenient and Practical form 
of Decimal Currency 


3. Inthememorandum of February 1961, the Council 
expressed the view that the most appropriate basis for 
decimalization in this country is the ten shilling/cent 
system with one hundred cents equal to the present ten 
shillings and the half-cent as the smallest unit which 
would be approximately equivalent to the present 
halfpenny. Further study of alternative bases, in par- 
ticular the possibility of a new major unit equal to 
one hundred pennies, has confirmed the Council's 
conclusion in favour of the ten shilling/cent system. 

4. À study of the results of conversion in South 
Africa on the ten shilling /cent basis indicates that the 
transitional complications could all be satisfactorily 
resolved. 

5. The ten shilling/cent system would have the 
following advantages: 


(а) in day-to-day transactions the most generally 
used and generally expressed unit of value 
would still be the shilling, which would remain 
unaltered and thereby retain a ready associa- 
bility with prices in shops and with share 
quotations; 

(b) the two to one relationship between the new 
unit and the pound would make the conversion 
of financial and statistical records comparatively 
simple; 


(c) all existing notes would be readily convertible 
on the two to one basis int» the new unit ‘N’ 
(thus £5 = Nro, £1 = №, 10: = N1) and the new 
noces could be identical with the old except for 
the denominational marking. 


6. 'The major disadvantage of the ten shilling/cent 
system would be the disappearance of the penny and 
its replacement by the cent having a value equal to 
1:2d. This change in the value of the minor unit of 
currency would make it necessary to adjust (as distinct 
from merely convert) prices or charges in transactions 
where pennies are involved; for example a charge of 
8d, being equal to 6-66. cents, would have no exact 
equivalent and would therefore need to be adjusted 
upwards or downwards. 

7. The Council considers that this disadvantage is 
far less than the disadvantages of a system under 


which the penny would be retained at its present value ' 


with a new major unit equal to one hundred pennies. 
These disadvantages would include: 


(а) the disappearance of the present shilling as a 
unit of value would create extensive difficulties 
in everyday transactions; 

(6) the absence of a simple relationship between 
old and new units would create difficulties in 
the conversion of financial records and in fin- 
ancial and statistical comparisons; 

(Ó 
would have to be changed. Moreover, during a 
transitional period great corfusion would be 
caused if the present coins for за, ба, 15, 25 and 
25 6d (the value of which would still be respec- 
tively 3, 6, 12, 24 and 30 pence) were in circula- 
tion with a new major unit equal to one hundred 
pence and coins for 5d, 1od and so on. 


8. Under the ten shilling/cent system the Council 
understands that in South Africa the difficulties of 
conversion from pennies to cents have been overcome 
satisfactorily by the use of three conversion tables; a 
‘popular’ table for general use giving equivalents to 
the nearest whole cent for amounts of ха, 2d, 4d, sd, 
7d, 8d, 10d and 11d, a 'bankers and accountants' table 
which avoids the use of 23 cents and 74 cents for 3d 
and gd, and a comprehensive table for accurate 
conversion. 

9. It seems likely that Australia and New Zealand 
will follow South Africa in adopting the ten shilling/ 
cent system. There would be advantages in the United 
Kingdom being in line with them and full use could be 
made of Scuth Africa's practical experience. 


all existing notes and coinage except the penny . 
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The Timing and Phasing of the Changeover 
Best Calculated to Minimize the Cost: 
and the Probable Amount and Incidence 
of the Cost to the Economy 


то. The Council does not wish to comment in 
detail on these two items of the committee's terms of 
reference. It is, however, desired to emphasize the 
following points made in the memorandum of 
February 1961: 

(а) the longer the decimalization of the currency 
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is deferred the greater will be the cost and dis- 
location; 

(b) a date should be specified for the introduction 
of decimal currency, being the earliest date 
consistent with an adequate preparatory period ; 

(c) the need to consider the question of Govern- 
ment compensation either by means of direct 
grants or by appropriate taxation allowances. 


April 25th, 1962. Moorgate Place, London EC2. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND 


SEVENTY-FOURTH ANNUAL MEETING 


The seventy-fourth annual meeting of The Institute 
of Chartered Accountants in Ireland was held in the 
Shelbourne Hotel, St Stephens Green, Dublin, on 
Saturday, May sth. Тће President, Mr A. E. Dawson, 
F.C.A., was in the chair and there were fifty-seven 
members present. 


PRESIDENT’S ADDRESS 


In the course of his address Mr Dawson said: 
In proposing the adoption of the accounts and 
and report I will confine my observations to a few of 
the main features. 


The Institute’s 
Accounts 


Income was £1,135 in 
excess of the previous 
year’s figure, the total 
from membership sub- 
scriptions having in- 
creased by £327, while 
students’ registration 
fees, after excluding the 
proportion payable to 
the district societies, 
were £954 higher. In 
making the latter com- 
parison, however, it must 
be borne in mind that 
the registration fees were only operative for eight 
months of the year 1960. 

Two groups of expenditure showed substantial 
increases, administration costs having risen by £1,160 
and the net cost of examinations by £1,260. 

You will observe that examinations have been 





_charged with a proportion of establishment and admin- 


istration expenses. This is a matter which the Council 
has had under consideration for some time, the object 
being to show in proper perspective the cost of con- 
ducting the Institute’s examinations. The year under 
review was, of course, a period of transition, in which 
were held the first sessions of the new Institute exam- 
ination as well as the last of the examinations under the 
old syllabus of the Institute and those under the 
syllabus of The Society of Incorporated Accountants. 


In this connection it has been decided as a matter of 
policy that the cost of conducting examinations should 
not be permitted to make inroads into resources ear- 
marked for raising the standard of education in pro- 
fessional subjects and the provision of improved facili- 
ties for students. 


Education and Training 
The first steps towards achievement of the objectives 
mentioned have already been taken. On the recom- 
mendation of the Policy Committee the Council has — 
as you will have seen from recent advertisements — 
decided to appoint a full-time director of studies, who 
will be responsible to the Education and Training Com- 
mittee for advising on educational facilities for Institute 
students and for the organization of studies. This is a 
step of far-reaching importance which emphasizes the 
Council’s firm resolve to ensure that the best possible 
educational facilities are available to Institute students. 

Here it may be appropriate to draw the attention of 
practising members to the importance of exercising due 
care in the selection of suitable entrants to the pro- 
fession and the desirability of insisting upon a proba- 
tionary period of service prior to entry into articles. 
The individual member in practice who undertakes 
the training of articled clerks assumes a twofold 
obligation: firstly, towards the clerk in the provision of 
suitable opportunities and experience for acquiring the 
skill and knowledge of a chartered accountant, and 
secondly, towards the Institute and the profession, the 
future standards of which depend to such a large extent 
upon the principal’s choice of apprentice. 

The Council is mindful of the dislocation arising in 
professional offices by reason of examination leave. 
This stems from the fact that all clerks serving under 
articles now take at least one examination each year; 
and it may happen that virtually all the articled clerks 
in an office are absent at the same time on examination 
leave. The difficulties may be increased as a result of 
failures at the first attempt and the necessity for re- 
sitting an examination in the same part. Nevertheless, 
the periods of leave stipulated in the articles are no 
more than are considered to be necessary; and while it 
has been suggested that some change in the examination 
dates would ease the position, it must be realized that 
these dates are related to the times of year when the 
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majority of students enter into articles on leaving 
school or university. The whole position is, however, 
being kept under review by the Education and Training 
Committee. 

Here again, a more careful choice of apprentices 
could well prove to be an insurance against repeated 
examination failures and the consequent loss of 
office time. 

It is too early to assess the benefits resulting from the 
spreading of the studies formerly concentrated in 
preparing for the Intermediate and Final examinations; 
but it is confidently anticipated that students who have 
commenced articles under the new syllabus will be 
better equipped, particularly in the latter part of their 
term of apprenticeship, to produce a higher standard 
of work, thus offsetting to a considerable extent the 
initial inconveniences which the new system p 
upon principals. 

Notwithstanding the efforts being made to ensure 
better theoretical knowledge, the practical training 
resulting from actual work in a professional office 
remains of paramount importance. Furthermore, there 
is, in my opinion, no substitute for the real benefits to 
be derived by newly-qualified accountants, in whatever 
direction their ambitions for the future may lie, from 
continued service in their offices as senior assistants 
for at least one year — but preferably for a longer term. 
In the covering of mainly familiar ground on a higher 
plane of responsibility, the qualified assistant in a 
professional office has a unique opportunity of reaching 
maturity in a comparatively short time. 'The privilege, 
enjoyed to a limited extent during the apprenticeship 
period, of viewing in perspective a variety of businesses 
and undertakings can be turned to advantage in a 
clearer atmosphere, unclouded by the anxieties and 
distractions incidental to preparation for examinations, 
to acquire the degree of professional skill expected from 
a member of the Institute. 

'That this conception of what is required to complete 
the training of a chartered accountant has become 
unfashionable is evidenced by the present general 
scarcity of qualified assistants; and in urging the 
necessity for a return to the view that there is no sub- 
stitute for practical experience of the kind obtainable in 
a professional office I would suggest that the seeking 
and securing of more remunerative employment in 
industry and commerce without the necessary back- 
ground of solid practical experience is in the end good 
neither for the newly-qualified accountant, the business 
community nor the profession. 


Fellowship 


The future qualification for Institute fellowship is 
another matter which has been under consideration 
during the year by the Council and some of its com- 
mittees. 

The spheres in which chartered accountants exercise 
their skills have extended so far beyond the compara- 
tively narrow confines envisaged by the Charter of 1888 
that there now appears to be no justification whatever 
for the denial of fellowship to non-practising members 
of the Institute; but the problem of arriving at the most 
suitable basis on which it should be awarded is one on 
which the Council has decided to seek the widest 
possible expression of views from members before 
coming to a decision. Accordingly, the district societies 
have been requested to ascertain as far as is possible 
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the wishes of the general body of their members; and 
to those who for one reason or another find themselves 
unable to attend any of the discussions envisaged, I 
would commend the matter as being generally appro- 
priate and of sufficient importance for the corres- 
pondence columns of the Members’ Bulletin. 

To express a purely personal view, I see no good 
reason why — subject to the necessary transitional 
arrangements being made — fellowship in the future 
should not be obtainable only by academic achievement 
through postgraduate study and a qualifying exami- 
nation in economics together with some specialized 
subject such as taxation or management accounting, 
which might well be conducted by arrangement with 
the universities or other educational establishments. 
Leaving any other considerations aside this would 
meet the existing demand for postgraduate study in 
such subjects, for which there is no room in the present 
examination syllabus. 


Public Practice 


The ever-increasing demands on the services of 
chartered accountants in public practice indicate the 
necessity for a greater measure of specialization on the 
part of principals as well as departmentalization of 
the office work; and while many of the larger firms are 
already organized on those lines, both the smaller firms 
and sole practitioners are faced with a problem, the 
solution of which is rendered more difficult by the 
comparatively small numbers of young qualified 
accountants who elect to remain on the practising side 
of the profession. The effects of this situation may 
become more apparent in the not too distant future; 
and I would suggest to the younger members of the 
Institute that they should not overlook the possibilities 
for advancement in professional offices, particularly if 
they have a desire to specialize and also to avail them- 
selves of the opportunities for self-expression and 
service which are to be found in public practice in 
possibly greater measure than elsewhere. 

The obvious alternative to the enlargement of firms 
by the admission of new partners, in order to provide 
the additional services which clients are now entitled 
to expect, is the merging of sole practitioners or small 
firms. There is already a trend towards amalgamations 
of this nature, which in addition to providing increased 
opportunities for specialization have the advantage of 
ensuring continuity. 


Management Services 


While management services to meet the requirements 
of medium or large-scale businesses may well be out- 
side the province of the sole practitioner and of many 
of the smaller firms of accountants, there is no reason 
why the practising chartered accountant should not be 
able to cater adequately for the needs of small busi- 
nesses through the application of management tech- 
niques; and the Institute’s new examination syllabus 
is designed to ensure that future entrants to the рго-` 


fession are familiar with these techniques and their . 


practical application. 


Legislation 
The 1960 Companies Act in Northern Ireland came 
into operation just over a year ago; and the benefits of 
the provisions relating to company accounts — especially 
in the importance attached to the profit and loss account 
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— are now becoming apparent. Similar provisions are 
expected in the forthcoming Companies Act in the 
Republic of Ireland; but pending the introduction of 
this legislation I would like to subscribe to the hope 
expressed last year by Mr Cameron, my predecessor in 
office, that our members will do all they can to influence 
their clients and boards of directors to present accounts 
which conform with modern accountancy practice. 

In the Republic the recent announcement of the 
Government's five-year plan for amending and con- 
solidating measures covering the law of contract and 
the laws relating to trustees, bankruptcy and the ad- 
ministration of estates was well received ; and when this 
legislation emerges it will no doubt be welcomed by the 
profession. 


European Economic Community 


There has been considerable comment regarding the 
probable effects on the economy of the home countries 
consequent on admission to the European Economic 
— Community. Some of this has been based on insufficient 
* knowledge of the facts, thus rendering it more a matter 
of speculation than of reliable forecast; and I do not 
propose to venture any opinion beyond expressing 
the view that clients should be encouraged to explore 
the possibilities exhaustively in so far as their own 
businesses are concerned. In this connection our 
members have an important contribution to make 
towards promoting the increased efficiency which will 
be essential in the future whether or not membership 

of the Common Market materializes. 

Consideration of the consequences of entry into 
the E.E.C. should, however, receive the serious atten- 
tion of professional bodies such as ours, since one of the 
means of achieving the declared object of the commu- 
nity is the removal of obstacles existing between the 
member States with regard to the free exchange of 
persons and services as well as capital. Articles 48 to 66 
of the Treaty of Rome deal specifically with these 
matters, which are of particular importance to the 
accountancy profession. Subsequent developments 

*—have resulted in the laying down of a specific time 
schedule; and it would appear that the programme 
provides for the liberalization of the accountancy pro- 
fession before the end of the year 1965, this compara- 
tively early date having been determined in view of the 
importance of the profession in the economic life of 
the community. In this connection the object is to 
allow the nationals of any one of the Common Market 
countries to practise freely in another member country, 
either by establishing themselves in that country or by 
visits from their own country. Standardization of the 
conditions of entry to the profession is also intended ; 
and at a later stage any existing legislation of a member 


à BENEVOLENT 


'The thirty-third annual meeting of 'The Irish Char- 
tered Accountants’ Benevolent Association was held in 
Dublin, on May sth, prior to the annual meeting of 
'The Institute of Chartered Accountants in Ireland. 
‘The President, Mr A. E. Dawson, F.C.A., was in the 
chair and there were thirty members present. 
On the proposal of Mr D. W. Pratt, seconded by 
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country which restricts free interchange is liable to be 
altered following the issue of directives. 

Mr Dawson concluded with an expression of thanks 
to the Vice-President and his colleagues on the Council, 
and to the Institute Secretary, Mr Stuart Orr, and his 
staff. 

He then formally proposed the adoption of the 
Council's report and statement of accounts. 

The Vice-President, Mr R. E. McClure, having 
seconded the proposal, the resolution was put to the 
meeting and was carried unanimously. 


ELECTIONS 
Election of President and Vice-President 


Mr Rollo Ellis McClure, M.B.E., F.C.A., Belfast, was 
unanimously elected President for the ensuing year on 
the proposal of the Chairman seconded by Mr G. E. 
Cameron. Mr McClure thereupon took the chair and 
thanked the members for the high honour they had 
conferred upon him. 

Mr Robert Patrick Feltham Olden, F.c.a., Cork, was 
unanimously elected Vice-President on the p 
of Mr John Love seconded by Mr D. McC. Watson. 


Elections to Council 


The following six retiring members of Council were 
declared re-elected on the proposal of Mr C. Garrett 
Walker seconded by Mr J. C. Oakes: Messrs A. S. 
Boyd (Belfast); G. E. Cameron (Belfast); Frank 
Cleland (Belfast); M. M. Connor (Dublin); J. F. 
Dempsey (Dublin); H. W. Robinson (Dublin). 

Mr W. H. O’Donnell, who retired in accordance 
with the provisions of Bye-law 9, was unanimously 
re-elected on the proposal of Mr John Bacon seconded 
by Mr D. W. Pratt. 


Officers 


On the proposal of Mr B. A. Courtney, seconded by 
Mr W. Edmiston Crawford, Mr Thomas Desmond 
Lorimer, F.c.A., Belfast, was unanimously elected 
Joint Honorary Secretary and Treasurer. 

The auditors, Mr Harry Hollingsworth Forsyth, 
F.c.A., Dublin, and Mr Sydney Н. Laughlin, F.c.a., 
Belfast, were unanimously reappointed on the proposal 
of Mr R. N. Crawford seconded by Mr S. H. Polden. 


VOTE OF THANKS 


At the conclusion of the meeting a vote of thanks to 
the outgoing President was proposed by Mr Frank 
Cleland who paid tribute to Mr Dawson’s services to 
the Institute during his term of office. The vote was 
carried with acclamation. 


ASSOCIATION 


Mr John Love, the report of the Board of Management 
and the statement of accounts for the year ended 
December 31st, 1961, were unanimously adopted. 

The honorary auditors, Mr Harry Hollingsworth 
Forsyth and Mr Sydney Harold Laughlin, were 
unanimously reappointed on the proposal of Mr Т. D. 
Lorimer seconded by Mr D. McC. Watson. 


662 


ACCOUNTANT 


THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


THIRTY-THIRD NATIONAL COST CONFERENCE 


About three hundred members attended the thirty-third 
national cost conference of The Institute of Cost and 
Works Accountants held in Harrogate on 'T'hursday, 
Friday and Saturday of last week. 


Computers and Industry 
After the conference was formally opened by the 
President, Mr Е. М. W. Hird, F.C.A., F.C.W.A., on 
'Thursday afternoon, the first paper was given by Dr 
M. G. Kendall, President of the Royal Statistical 
Society and managing 
director of C.E.I.R. 
(U.K.) Ltd, on “The 
effect of the electronic 
computer on the organ- 
ization and structure of 
industry'. 

Dr Kendall surveyed 
the application of com- 
putersto data processing, 
linear programming, 
simulation and forecast- 
ing techniques, and said 
that the main impact of 
the computer on data 
processing was in the 
speed with which data 
can be summarized and 
presented to manage- 
ment and the form in which records are kept. An 
enterprise would become more integrated as it 
became increasingly possible to receive data from 
outlying centres; this would reverse the current trend of 
decentralizing control. 'The computer offered a break- 
through in managerial technology by making possible 
the establishment of a sensitive nerve system in the 
rather unwieldy bodies of the larger corporations, and 
hence attaining speedy response, adaptability and 
economy. 

Dr Kendall foresaw the time when, for example, 
trade organizations would use a computer for data 
collection and processing, when marketing boards 
would synthesize their controls on the computer, and 
when crime detection, traffic control, port control, food 
distribution, allocation of students to educational 
institutions or of patients to hospitals, were all organized 
on a large scale with computer aid. 





Mr F. M. W. Hird 
. 


PRESIDENTIAL ADDRESS 
Mr Hird then delivered the following address: 

When I was honoured by being raised to the highest 
office in the Institute my predecessors warned me that 
my hardest task would be to prepare a presidential 
address. Having now faced it, I cannot find that they 
were wrong. 

Being your President is the peak in my career, and 
it is not surprising that I gave some little thought as to 
how it ever came about. One obvious point was that I 
had been a member of the Institute and the Council 


for a very long time, because it is quite clear that one's 
rise to the Presidency cannot be, and indeed should not 
be, anything meteoric. I succeeded in passing the 
Institute's examinations in 1932, but with intuitive 
wisdom the Applications Committee of the day refused 
me membership, which was accorded some years later. 
Although some might consider that there was an error 
of judgment in this reversal, I am happy to think that it 
did not do any actual harm. 

It would be very wrong, however, to suggest that one 
can come to this position merely through the passage of 
time, so I sought for further reason and had the humilia- 
tion of finding it. Namely, that I have some capacity for 
focusing on the obvious, the larger intellects havin 


visions of more distant horizons. My position, therefore, Y- 


has been somewhat analogous to that of a blind man 
who mostly requires help from others, but on the 
occasion of a particularly foggy night can lead home 
those who normally lead him. 


Prestige of the Institute 


'The growth of the prestige of the Institute in the past 
thirty years has been far greater than any of us would 
have dared to hope in those days, and whilst it is 
thoroughly well deserved, the cause has been the 
devoted work of so many members, some of them, alas, 
no longer with us, and of my predecessors in this office. 
The progress continues, and as your representative 
I have been honoured by invitations received for the 
first time from bodies and institutions by whom it is 
very proper that we should be known and respected. 
My experience has been that we have reached a stage 
where the esteem in which the Institute is held, by 
those who know something about it, could scarcely be , 
higher, but it has also been borne upon me that we still ' 
have a long way to go before the Institute and the 
reasons for its existence are known to all those we 
would wish to be aware of us. In my year of office I 
have been particularly fortunate in being able to make 
fresh contacts within the City of London. On these 
occasions I have received honoured and cordial wel- 
comes, but in the course of conversation have come 
across rather startling unawareness of the purposes of 
the Institute and the work of its members. In the 
conversations naturally arising, it was not possible, of 
course, to say a great deal, but the liveliest interest was 
taken in the brief explanations I was able to give. This 
presentation of ourselves must go on, and I urge upon 
all members to take what opportunities they can, falling 
short of being tedious, to explain what the Institute is 
for and what its members do for the industry of this * 
country. 2 


Economic Developments 


The past thirty years have probably been the most 
momentous in economic history. The developments have 
been masked by the horrors of the Second World War 
and present gloomy apprehensions about the future. 
1931 saw the depths of the worst slump then known, 


- 
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and the financial measures taken in those days to deal 

with the situation to save the value of the pound made 

everything else a great deal worse. J. M. Keynes was a 

lone voice unheeded in this country. As he himself has 

> said, he was uttering “the croakings of a Cassandra who 
was never able to alter the course of events in time’. 
However, in the United States, where the situation was 
at least as bad — if not worse — than here, he gained the 
ear of President Roosevelt and such phrases as “the new 
deal’ and ‘pump priming’ came into use. From that 
time onwards it was quite certain that future slumps 
would never again be met by the old economic approach 
of violent retrenchment. To those of us who have any 
recollections of the situation in the early ’thirties there 
can be no doubt that the new method has proved in- 
finitely preferable to the old. 

The Keynesian doctrines and the tremendous 
technical progress forced in the hot-house of war had 
two inevitable, but not widely foreseen, consequences. 
The first of these is, of course, Governmental interfer- 
ence in matters hitherto regarded as private, and the 
second, if not an entirely new industrial revolution, is 

— an acceleration of progress such as has not been seen 
` for at least 150 years. 

I should like to revert to the new situation created 
by the Keynesian economics. It was very understand- 
able that this radically new approach should give rise 
to some confusion and that its full implications were not 
immediately realized. However, a considerable time 
has elapsed since then, and there does not seem to have 
been the development of awareness of the present-day 
facts which so frequently confront us that some 
observance of them was reasonably to be expected. 
Please be assured that I was fully as mistaken in this 
matter as anybody else, and I find that in October 1949 
I said the following: 

"ТЕ seems absolutely certain that no Government can 
possibly incorporate into its taxation, orany other legislation, 
provision for future inflation. Тђе one thing that any 
Government of any political colour would insist upon as its 
prime object would be the checking of inflation and the 
stabilization of the value of money. It is quite unthinkable 
that Governments should make special arrangements for 

«funds to be accumulated which will only be needed if their 
own policies fail completely. One can, of course, point out 
that their policies have failed completely with monotonous 
regularity for the last half-century but any Government wj 
tell you that that is why it won the last election, and 
never going to happen again so long as they are in offic 


hold the value of currency stable for 
period of time. 
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It is the duty of a civilized nation to look well after 
its children, its sick and its aged, and the amount they 
receive is always that portion of the gross national 
product which the community is willing to concede. If 
the amounts allocated exceed this notional figure the 
result is immediately adjusted by a further batch of 
wage and salary claims to offset the taxation which has 
been involved. 

Now it is often and very understandably said that it is 
dangerous to attach such matters as old-age pensions 
to a cost-of-living index because to do so is inflationary. 
This is a view that need not be denied, but as an argu- 
ment it loses its force when once it is accepted that an 
inflationary position exists in any case. 

It must be remembered that we are not alone in this 
predicament and that every nation's money is steadily 
growing worse at the same time. The social benefits 
accorded in some of the countries with economies with 
a record of substantial inflation are quite comparable 
with anything we have here; I have France particularly 
in mind on this point, and it does appear that the 
unfortunate erosion of the value of the currency has 
not prevented the development of a welfare state. Тће 
danger to this country, or indeed to any other, is not 
particularly in the inflation of its currency, but in that 
its inflation has exceeded the rate achieved by its 
neighbours and competitors. This, of course, can lead 
immediately to the balance of payments crises with 
which we are painfully familiar. 

It may be that I have been tactless in stating publicly 
the position as I see it, and that it is better to pretend 
that inflation has been checked, and then to make a 
graceful apology every three or four years, admitting 
that some new adjustments are necessary — but I 
cannot really feel that this latter position is one which 
accountants would relish. 


New Industrial Developments 


The new industrial developments have created and 
are creating, more and more, a position which I think 
is not yet being fully recognized. It is not merely that 
there are vast numbers of new materials and techniques, 
but that the capacity of modern productive equipment 
is so greatly expanded over and above anything hitherto 
по have a situation where the output of a 
if it is to be operated economically, 
ale of the products must be three 
This is the explanation behind 

not all, of the take-over bids 
E receive such publicity today. 


Production 


p this fact of continually 
ughly in mind. This 
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propound some solution, but I cannot do so. АП the 
same, I may say that better answers to problems emerge 
when all the facts of the situation are faced, and it is 
my belief that at the present time this is just what we 
are not doing. 

I should like to end with a brief excursion into the 
uncivil and touch upon the subject of electronics. I have 
always maintained that a man with a pencil or even a 
quill pen, armed also with data concerning the acti- 
vities of an industrial organization, can produce a 
substantial quantity of misleading information. No 
one particularly appreciates being led up the garden 
path, however slowly, but to be jet-propelled up it at 
the rate of 25,000 characters a minute creates in me a 
distaste which I am at no pains to conceal. 

There is not, and never has been, any substitute for 
the accuracy of basic information and the utmost care 
needs to be taken before giving data to an instrument 
which thinks of three as four yeses and a no. 


Presentation of Medals 


On Friday morning, Institute silver medals were 
presented by the President to Mr S. C. Tyrrell, F.c.w.a., 
and to Mr E. B. Bishop, F.C.W.A. 

The award to Mr Tyrrell was made in recognition of 
his long and distinguished service to the Institute and 
to the profession; that to Mr Bishop for his original 
thought and outstanding powers of exposition of the 
techniques of cost and management accountancy. 























Presentation of Medals. Mr S. 
Mr E. B. Bishop receiving his 
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by Mr C. E. Sutton, F.c.a. 
Metal Box Co Ltd, enti: 
people'. Mr Sutton poin 
of cost or profit, were 4 
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of the contributà 


ACCOUNTANT 


















May 19th, 19 


thousands of people must finally be measured in figure 
Against this background Mr Sutton surveyed t| 
functions of purchasing, stores control, transpo: 
quality control, information and forecasting servict 
market research and personnel policy, including t 
selection and training of employees in a large industr 
organization. 

The second paper, on “The cost of quality’ was giv 
by Mr К. S. Ayres, F.C.W.A., a member of the Coun: 
of the Institute, who said that the establishment of 
National Council for Quality and Reliability and t 
announcement of the National Productivity Ye 
emphasized the growing concern of this country wi 
quality and productivity; an interest which deriv 
from the necessity of matching the increasing efficien 
of the rest of the industrial world. 

Mr Ayres, who is the Institute's representative | 
the National Council for Quality and Reliability, sa 
that, perhaps not unnaturally, the public was relucta 
to accept the fundamental truth that quality mt 
be paid for. There seemed to be a growing tendency 
expect that however cheap an article or service mig 
be in the monetary sense, its reliability must be impe 
cable. It was therefore most important that produce 
should know the cost of quality and reliability and tt 
consumers should realize that such costs were just 
much part of the cost of a product as the labour а 
materials. It seemed that some manufacturers have ma 
no serious attempt to ascertain the cost of quality, whi 
may, in fact, be segregated into the cost of attainir 
maintaining, and failing to attain or to maintain, quali 

He then went on to outline a system of to 
quality control which sought to measure quality and 
control its cost. 


BANQUET 


At the banquet held on Friday evening at The C 
Swan Hotel, presided over by the President, t 
principal guests were the Mayor and Mayoress 
Harrogate, and Sir Robert Shone, Director-Gener 
National Economic Development Council, who : 
sponded to the toast of "The Guests' proposed by 1 
President. 

'The guests also included: Mr P. F. Grang 
President, The Institute of Chartered Accountants 
agland and Wales, and Mrs Granger; Mr E. Spenc 
ident, The Association of Certified and Corpor 
untants, and Mrs Spencer; and Mr A. L. Im: 
ident, The Institute of Municipal Treasurers a 
Muntants, and Mrs Imrie. 


ANNUAL GENERAL MEETING 

The forty-third annual general meeting of the Instit 
was held last Saturday morning when, as noted el 
where in this issue, Mr William Bishop, C.A., F.C.W 
was elected President for the ensuing year. Mr Chai 
Eric Power, F.C.A., F.C.W.A., was re-elected a Vi 
President, and Mr John Pearson Wilson, F.C.W 
.С.1.3., was also elected a Vice-President. 


& COMPANY 


Telephone: Victoria 2002 (3 lines) 


ASSETS 


ЕРУ, Etc. 





~ 





May 19th, 1962 


> 


THE es 
ACCOUNTANT š | 


665 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Boater, FLiNT & Hurt, Chartered Account- 
ants, of 5 Regent Street, Nottingham, announce that 
Mr D. G. Parris, A.C.A., and Мг M. Н. Т. SIMPSON, 
А.С.А., have been admitted into partnership as from 
May Ist, 1962. 


Messrs CITROËN & PARTNERS, of 19 Upper Brook 
Street, London Wt, announce that from May Ist, 1962, 
they have taken into partnership Mr BENJAMIN 
POLLARD, A.C.A. The name of the firm remains un- 
changed. 


Messrs Davies, Watson & Co, Chartered Account- 
ants, of 52 Belgrave Road, London SW1, announce 
that Mr PETER JoHN BRUNSDEN, A.C.A., who has been 


. associated with the firm for a number of years, was 


admitted into partnership on May rst, 1962. 


Messrs Deacon & Co, Chartered Accountants, of 
Lloyds Bank Chambers, Greyfriars Lane, Coventry, 
announce that as from Мау 15, 1962, Mr J. NoEL 
'THOMAS, A.C.A., who was articled to Mr Deacon, has 
been admitted into partnership. Тће name of the firm 
remains unchanged. 


Messrs FrrzPATRICK, GRAHAM & Co, Chartered 
Accountants, London and Manchester firms, and 
Messrs JACKSON, Morton & PARTNERS, of Nottingham 
and London, announce that they are associating in 
practice at Nottingham. The practice will be carried 
on as from April 1st, 1962, by the firm of FITZPATRICK, 
GRAHAM & Co and Jackson, Morton & PARTNERS, 
the partners of which will be the existing partners 
of JacksoN, Morton & PARTNERS and Messrs W. J. 
LEEMING, G. GorpiNG, W. С. Мертам, F. A. Н. 
SKINNER and G. W. Моврну of the London and 
Manchester firms of FITZPATRICK, GRAHAM & Co. Тће 
London practice of Jackson, Morton & PARTNERS will 
be incorporated as from April rst, 1962, in that of 
FrrzPATRICK, GRAHAM & Co. FrrzPATRICK, GRAHAM & 
Co have admitted Mr C. W. H. JacksoN and Mr 
С. W. H. Morton as partners of their London firm 
and Mr С. W. H. MORTON as a partner of their Man- 
chester firm. 


Mzssns КЕМР, CHATTERIS & Co, Chartered Account- 
ants, announce that Mr PATRICK CARROLL MACNAMARA, 
F.C.A., has been admitted to the partnership. 


The Glasgow firms of Messrs MCCLELLAND, 
Moores & Co, Messrs Brown, FLEMING & Murray, 
and Messrs THomson McLiNTOCK & Co, announce 
that, whilst their separate practices will continue, they 
have formed a joint firm with the name of Messrs 
McLiNTOCK, Moores & Murray which will practise 


meantime from 213 West George Street, Glasgow C2. 
The partners in the joint firm are Mr S. E. Houston, 
C.A., and Мг G. A. ANDERSON, C.A. (of MESSRS 
McC ietitamp. Moonzs & Co), Мг L. Т. MILLER, C.A., 
and Mr T. D. Гумсн, C.A. (of Messrs Brown, 
FLEMING & Mranay) Mr T. I. McLINTOCK, C.A., 
and Mr J. M. ANDERSON, С.А. (of Messrs THOMSON 
McLintocr & Co), and Mr C. I. BUYERS, C.A., 
A.C.W.A. МЕ Boxers has been a senior member of 
the staff of Ме=вѕ Тномзом МсІлмтоск & Co for 
a number cf yers. 


Messrs Prat, VIARWICK, MITCHELL & Co, announce 
that as from Ju: rst, 1962, Mr R. E. Gray, Е.С.А., is 
being adm+=4 as a partner in their Newcastle upon 
Tyne office 

Messrs Евіс PHILLIPS & Co, Chartered Account- 
ants, of London SW3, announce that on May rst 
the style of tre practice was changed to Messrs 
SuRMAN, Lear, PHILLIPS, GALE & Co; and that on 
that date ^ir DoucLas THOMPSON, Е.С.А., who has 
been a membe- of the staff for several years, was 
admitted as a partner. 


LIVERPOOL SOCIETY OF CHARTERED 
ACCOUNTANTS 


The annvz! meeting of the Liverpool Society of 
Chartered Accountants was held on May 7th, and the 
ninety-seco-d annual report, which was presented, 
records a total membership at December 31st, 1961, 
of 1,006 — an imcrease of seventeen members over the 
year. 

In the ecurse of his address, moving the adoption of 
the repor* snc accounts, the President, Mr Philip C. 
Lloyd, Е.с.=., said: 

“To all members of the committee and to those who have 
served or -hc subcommittees of the Society I must 
express my {æt grateful thanks. There have been many 
important matters to consider during the past year and the 
thorough and enthusiastic way in which these gentlemen 
have attend=d зә the various tasks entrusted to them more 
than justifes the confidence which you have placed in them. 

‘During she vast year a great number of courses and 
lectures har= been held in the Society’s area; whilst many 
of these have been directly sponsored by the Society others 
have beer srramged jointly with the Liverpool College of 
Commerce and the Merseyside Productivity Association, 
and by these various means we have endeavoured to provide 
study faciicies лог only for our articled clerks but also for 
audit assistants ind qualified members and – at the Manage- 
ment Acco-ntzg Conference — for business executives as 
well. 

‘Reference is made in the annual report to a pilot scheme 
which wes volantarily undertaken by a number of firms 
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from this area and elsewhere whereby a survey was made 
and a report prepared on accountants' remuneration, 
salaries and costs. Your committee felt that the work of 
this group deserved every encouragement and authorized 
expenditure to enable the report to be printed and circu- 
lated to all our practising members and to the Institute. 
То my knowledge this was the first report of its kind ever 
to have been produced and its contents have prompted 
similar surveys to be made in other areas and it has, no 
doubt, been partially responsible for the Council's sub- 
sequent decision to conduct a nation-wide survey which has 
already accumulated details of the problems and difficulties 
of the smaller practitioners and which will shortly collect 
financial information relative to accountancy practices. I 
am sure that you will all agree with me when I say that we 
are greatly encouraged by the action of the Council in this 
respect and are indebted to them for their initiative in the 
matter. Our collective reply to the first part of the small 
practitioners' survey is, in common with others, now under 
active consideration by the District Societies Committee, 
but in view of the implications of many of the matters 
covered 1 know you will await the outcome with patience 
and understanding." 

А vote of thanks to the President was proposed by 
Mr J. M. Harvey and Mr Lloyd replied. 


New President 


At a committee meeting of the Society held on May 
9th, Mr Stanley Morris, F.C.A., a partner in the firm of 
Hodgson, Morris & Co, Chartered Accountants, was 
elected President of the 
Society for the ensuing year. 
Born in 1915, Mr Morris 
was educated at Sedbergh 
School and was admitted an 
Associate of "The Institute 
of Chartered Accountants in 
England and Wales in 1939. 
In August of that year he 
was mobilized in the Terri- 
torial Army in a Birkenhead 
R.A.S.C. unit as a lance- 
corporal, subsequently being 
commissioned early in 1940 
in the 59 Division. He later 
served as staff-captain of one of the infantry brigades 
in that division, before being promoted to command 
176 Company R.A.S.C. with the division. 
He attended the Staff College at Camberley in 1943 
and afterwards took up a staff appointment on the 
general staff in the Middle East, later commanding 
332 and 37 Companies R.A.S.C. in Egypt, Palestine 
and Syria. 
Since the war, Mr Morris has held a number of 
honorary appointments in Liverpool and since 1954 
has been the honorary treasurer of the Liverpool Child 
Welfare Association. He was elected a magistrate for 
the City of Liverpool in 1954. 
He is the chairman of J. Mawdsley & Son Ltd and 
George Reed & Co (Printers) Ltd, two Liverpool 
printing concerns, and holds other directorships in- 
cluding those of several South African companies. 
Other officers of the Society for 1962-63 have been 
elected as follows: 
Vice-President: Mr John Howard Bradley, F.c.a. 
Hon. Secretary: Mr Kenneth Duncan, Е.С.А., B22 The 
Temple, Dale Street, Liverpool 2. 

Hon. Treasurer: Mr Clifford Pearson, Е.С.А. 

Hon. Assistant Secretary: Mr John Spencely Ellison, 
M.A., F.C.A. 
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MANCHESTER SOCIETY OF 
CHARTERED ACCOUNTANTS 


Mr George Wm. Murphy, j.P., B.A.(COM.), F.C.A., has 
been elected President of the Manchester Society of 
Chartered Accountants for 
the year 1962-63. 

Mr Murphy was articled 
to the late Mr Wm. A. Nixon, 
Ј.Р., F.C.A., and was admitted 
an Associate of The Institute 
of Chartered Accountants in 
England and Wales in 1938. 

Founder of the firm 
Murphy, Bailey & Co, of 
Manchester, which has been 
amalgamated with Fitzpatrick 
Стаћат & Co, of London, 
Manchester, Nottingham, 
Macclesfield and overseas, 
Mr Murphy was elected to the Committee of the 
Manchester Society in 1953, and is in charge of 


Accounting and Financial Studies in the Faculty of -, 


Economics in the University of Manchester. He is the 
author of several books and articles on accounting and 
economics and has lectured extensively in the United 
States and the Far East. He is particularly interested 
in local government finance and is at present a councillor 
of the Corporation of Macclesfield. 

'The new Vice-President of the Society is Mr J. V. 
Eastwood, Е.С.А. 


Annual Report for 1961 

The eighty-first annual report of the Manchester 
Society presented at the annual meeting on May 7th, 
shows that there was an increase in membership during 
the year of 122 bringing the total to 1,720. This increase 
was in large part due to a special membership drive 
conducted during the summer months, as a result of 
which eighty-eight new members joined the Society. 

The monthly luncheon meetings, which have been a 
successful feature of the Society’s activities in past 


years, were continued and interesting talks were given- 


by guest speakers. Eight evening meetings were held 
at which subjects ranged from ‘Equities and all that’ 
and “The Trustee Investment Act, 1961’ to ‘Commer- 
cial fraud’ — an address given by a member of the 
Manchester City Police, Commercial Branch. The 
discussion group also held a number of meetings. 

Social functions included the annual dinner, attended 
by 405 members and guests, and again over-subscribed. 
Two informal sherry parties were held in May and 
September, to which all successful Finalists in the area 
of the Society were invited. 

The North Lancashire Branch of the Society passed 
an active year and there was a substantial increase in 
membership, which now stands at 441. The Bolton 
Branch, with a membership of 103, also held a number 
of meetings during the year. 


CORRECTIONS 


In the caption to the photograph on page 620 of last 
week’s issue, it is regretted that the solicitor’s name 
appeared as Sir Charles Norton, instead of Mr John W. 
Gauntlett. 

In the banquet photogradh on page 607, the Lord 
Mayor is, of course, on the left and not, as indicated, 
on the right of the picture. 
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- THE INSTITUTE OF ` 
CHARTERED ACCOUNTANTS OF SCOTLAND 


Spring Diet of Examination, April 1962 


PART IV 


Of the 506 candidates who sat Part IV of the Institute's examination on April 3rd, 

5th and 4th, 1962, the undernoted 207 (40:9 per cent) candidates passed. Their names 

appear in alphabetical order and are followed by the names of the firms of the masters 
to whom they were indentured or assigned. 


The Albert J. Watson Prize (in two parts for the two candidates whose performances are the most meritorious) was awarded to 


McNulty, R. W. R. (Turner, Hutton & Patrick), Glasgow. 
Simpson, I. W. (Thomson McLintock & Co), London. 


Abai, A. (Arthur Walker & Co), Edinburgh. : 
Abbasi, S. A. (William D. Anderson & Co), Edinburgh. 
Aitken, D. (Whyte, Stevenson & Roberts), Glasgow. 
Aitken, H. W. (Graham, Smart & Annan), Edinburgh. 
Alexander, R. (John M. Geoghegan & Co), Edinburgh. 


x" Anderson, J. F. (McClelland, Moores & Со), London. 


Baird, R. S. McG. (David Strathie & Co), Glasgow. 

Banks, J. (Peacock & Henry), Glasgow. 

Bannister, (Miss) J. M. (Chrystal, McIntyre & Со), 
Glasgow. 

„Bennie, A. (Brown, Fleming & Murray), Glasgow. 

Berry, N. (J. Harley Hepburn & Co), Kirkcaldy. 

Blznche, W. D. (Peacock & Henry), Glasgow. 

Borland, (Miss) M. L. (Craston Thomson & Allison), 

^ Glasgow. i 

Brito-Mutunayagam, M. H. G. A. (W. J. M. Kean & Co), 
Edinburgh. Е 

Brooks, D. J. (T. Harley Hepburn & Co), Kirkcaldy. 

Brown, I. F. (Wilson, Stirling & Co), Glasgow. 

Brown, T. L. (T. C. Garden & Co), Edinburgh. 

Burnet, J. M. (Graham, Smart & Annan), Edinburgh. 

Burns, W. (Aikman & Glen), Glasgow. 


Calder, Н. R. M. (A. & J. Robertson), Edinburgh. 
Campbell, A. I. G. (Kidston, Goff & Harvey), Glasgow. 


Campbell, C. W. McK. (Howden & Molleson), Edinburgh. 


Campbell, D. (Mann Judd Gordon & Co), Glasgow. 
(J. Cradock Walker & McFadzean), 
Glasgow. · ° 


Campbell, J. A. (Thomson McLintock & Co), Glasgow. 

Sampaill, T. R. (Boyack, Whitelaw & Aitchison), Edin- 
urgh. 

Carnegie, W. Т. (McClelland, Moores & Co), Glasgow. 

Carr, J. І. K. (Miller, McIntyre & Gellatly), Dundee. 

Carter, G. J. (Wm. A. Finlayson), Perth; 

Cassells, I. A. P. (Grahams, Rintoul & Co), Glasgow. 

Clift, R. (Flockhart & Grant), Aberdeen. 

‘ Clubb, I. McM. (A. Galloway Brown & Co), Aberdeen. 
Cale, M. J. (Peat, Marwick, Mitchell & Co), Birmingham. 
Colquhoun, R. L. (Welsh, Walker & Macpherson), Greenock. 
Cosgrove, R. B. (Taylor & Ireland), Glasgow. 

Coventry, T. T. S. (Stuart & Stuart), Dundee. 

Соме, K. W. E. (Miller, McIntyre & Gellatly), Dundee. 

Craig, D. I. A. S. (Robertson & Maxtone Graham), 
Edinburgh. 


Derby, J. A. (George Hay & Co), London. 

Dey, H. C. (McClelland, Moores & Co), Glasgow. 
Dickson, H; J. (Cotton, Lawson & Macniven), Edinburgh. 
Dodds, C. D. P. (Wm. Home Cook & Co), Edinburgh. 
Dods, E. M. (Rolland & Pomphrey), Glasgow. 

Downie, Т. (Wardhaugh & McVean), Glasgow. 

Drysdale, B. D. (J. & R. Morison & Co), Perth. 

Durell, P. C. V. (McClelland, Moores & Co), Glasgow. 


Eakin, J. S. (Turner, Hutton & Patrick), Glasgow. 


^ Ho, 


Edwards, D. R. (Norman J. Bird & Co), Dundee. 
Elder, B. J. (Davidson & Workman), Glasgow. 


Falconer, I. G. (Williamson & Dunn), Aberdeen. 
Fernandez, J. A. Т. (Cooper Brothers & Co), Glasgow. 
Ferrier, M. G. (Alexander Tosh & Son), Dundee. 

Finlay, F. W. (W. A. Wighton & Crawford), Edinburgh. 
Fleming, S. (J. Harley Hepburn & Co), Kirkcaldy. | 
Fleming, T. (Wilson, Ferguson & Co), Glasgow. 

Forsyth, R. F. P. (Wilson, Currie & Donaldson), Glasgow. 
Forsyth, T. (T. W. & R. N. Oswald), Edinburgh. 

Forsyth, Т. (Davidson, Downie & McGown), Glasgow. 
Fowler, A. J. N. (John H. Fraser & Crawford), Greenock. 
Freeman, D. I. P. (Craston Thomson & Allison), Glasgow. 
Fulton, А. (W. R. Campbell & Baxter), Falkirk. 


Gallagher, M. M. (David Strathie & Co), Glasgow. 

Geddes, J. N. (Bower & Smith), Aberdeen. 

Gibb, G. M. (Reid & Mair), Glasgow. 

Gibsón, D. H. (Howden & Molleson), Edinburgh. 

Gibson, D. S. (John E. Watson & Co), Glasgow. 

Gibson, G. M. (Festus Moffat & Co), Falkirk. 

Gilbert, H. (Stewart Harcus), Edinburgh. | 

Gillespie, D. D. (Thomson, Jackson, Gourlay. & Taylor), 
` Glasgow. - 

Gillies, D. McC. (Chrystal, McIntyre & Co), Glasgow. 

Giulianotti, J. S. M. A. (J. & R. Morison & Co), Perth. 

Goddard, Е. A. (Cram, Worsley, Robertson & Taylor), : 
Dundee. : 

Goldie, D. S. (S. Easton Simmers & Co), Glasgow. 

Gordon, E. А. (Robertson & Maxtone Graham), Edinburgh. 

Gracie, P. K. (A. & J. Robertson), Edinburgh. 

Grabam, M. (McClelland, Moores & Co), Glasgow. 

Grant, D. MacD. G. (Thomson McLintock & Со), 
Glasgow. 

Grant, T. А. A. (Moody Stuart & Robertson), Dundee. . 

Gray, А. 5. (Mann Judd Gordon & Co), Glasgow. 

Greenhill, K. G. (F. D. Greenhill & Co), Glasgow. 

Grossert, J. R. (Robert Fraser & Co), Glasgow. 


Hales, E. C. (Wilson, Stirling & Co), Glasgow. 

Hardie, J. C. (Richardson & Lawson), Glasgow. 
Harrigan, J. (Wylie & Bisset), Glasgow. 

Heathcote, А. Е. (McClelland, Moores & Co), London. 
Hepburn, T. D. M. (Wilson, Stirling & Co), Glasgow. 
Hertag W. M. (Touche, Ross, Bailey & Smart), London. 
£^ 5 M. (Wood, Willey & Co), London. 

Hoos З i. A. (Miller, McIntyre & Gellatly), Dundee. 
Horny J . (Rogerson & Goldie), Kilmarnock. 

Hunt, j. M. У. (Euan Macdiarmid & Co), Edinburgh. 


Johnston, H. M. M. (McClelland, Moores & Co), Glasgow. 


Keating, M. (Taylor & Ireland), Glasgow. 

Keith, A. J. A. (MacLean, Brodie & Forgie), Glasgow. 
Kenneth, G. A. (Norman J. Bird & Co), Dundee. 
Kerry, T. S. (Chalmers, Wade & Co), London. % 
Knox, М. J. С. (Thomson McLintock & Со), London. 
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Lamont, W. M. (Girdwood, Allison & Logan), Glasgow. 
Logan, J. (Miller, McIntyre & Gellatly), Dundee. 

Low, С. B. (W. А. Findlay & Co), Dundee. 

Luke, D. C. (Turner, Hutton & Patrick), Glasgow. 
Lynch, C. P. (Dingwall, Peden & Henderson), Edinburgh. 


McAllister, I. M. (John E. Watson & Co), Glasgow. 
MacAskill, J. A. (McMurdo, Sinclair & Co), Glasgow. 
MeBlane, J. (Hardie, Caldwell Ker & Hardie), Glasgow. 
McCall, R. (Turner, Hutton & Patrick), Glasgow. 
McCann, F. J. (French & Cowan), Glasgow. 

McCann, J. R. (Brown, Fleming & Murray), Glasgow. 
McCarthey, (Miss) J. M. (Barstow & Millar), Edinburgh. 
McConnachie, J. (Wm. H. Jack & Co), Glasgow. 
McCosh, A. M. (Robertson & Maxtone Graham), Edin- 


urgh. 
McCrossin, F. E. J. (John E. Watson & Co), Glasgow. 
McCulloch, R. B. (Wylie & Bisset), Glasgow. 
Macdonald, D. A. (John M. Watson), Glasgow. 
MacDonald, W. F. (Wilson, Stirling & Co), Glasgow. 
Maceachern, J. (Mann Judd Gordon & Co), Glasgow. 
McEwen, (Miss) A. (Turner, Hutton & Patrick), Glasgow. 
McGafiney, J. F. (MacLean Brodie & Forgie), Glasgow. 
McGeoch, G. (E. H. Stanley Craig & McIntyre), Glasgow. 
McHugh, R. (Brodie, Burns & Anderson), Glasgow. 
McIntosh, E. (Т. S. Aikman & Paterson), Aberdeen. 
Mackenzie, А. А. (С. С. Macdowall & Co), Dingwall. 
Mackenzie, R. W. MacA. (Thomson McLintock & Co), 
Glasgow. 
Mackinlay, J. D. (Peat, Marwick, Mitchell & Co), Glasgow. 
McLeod, E. R. (Graham, Smart & Annan), Edinburgh. 
MeNulty, R. W. R. (Turner, Hutton & Patrick), Glasgow. 
Mactaggart, А. D. L. (Taylor & Ireland), Glasgow. 
Marshall, W. Y. (Romanes & Aitchison), Edinburgh. 
Meek, A. D. B. (Allan & Clapperton), Greenock. 
Meikle, A. MacP, H. (А. C. Philp & Co), Dunfermline. 
Memon, G. R. (W. J. M. Kean & Co), Edinburgh. 
Merer, А. MacI. (Howden & Molleson), Edinburgh. 
Middleton, W. A. (Graham, Smart & Annan), Edinburgh. 
Mill, A. E. G. (Mackay, Irons & Co), Dundee. 
Miller, (Miss) P. A. (Wallace & Somerville), Edinburgh. 
Moir, R. J. (Watson McCarroll & Co), Glasgow. 
Moore, J. (Thomson McLintock & Co), Glasgow. 
Morrison, À. J. (Finnie, Ross, Welch & Co), Glasgow. 
Morrison, T. F. (McClelland, Moores & Co), Glasgow. 
Murray, D. B. (Моше, Wood & Co), Perth. 
Myint, M. T. (Brown, Fleming & Murray), Glasgow. 


Newbigging, C. 'T. (Geddes, Beaton & Co), Edinburgh. 
Newlands, R. (Festus Moffat & Co), Falkirk. 

Nicholson, A. M. (Touche, Ross, Bailey & Smart), London. 
Nicol, S. F. (McKerrell Brown and Gray), Edinburgh. 


Petrie, A. W. (Cram, Worsley, Robertson & Taylor), 
Dundee, 

Petrie, M. G. M. (W. A. Wighton & Crawford), Edinburgh. 

Pirie, E. D. (Dickie, Pirie & Co), Aberdeen. 

Pitkeathly, Т. C. (Graham, Smart & Annan), Edinburgh. 

Prentice, D. D. (Thomson McLintock & Co), London. 

Pullen, I. C. (Chiene & Tait), Edinburgh. 


Rainsford A. J. (W. P. & J. A. Scott), Edinburgh. 
Ramsay, A. G. (Russ, Ferguson & MacLennan), Glasgow. 
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Rankin, Т. B. (Thomson McLintock & Co), Glasgow. 
Redmayne, R. C. T. (Brown, Fleming & Murray), London. 

Reid, S. M. (Alexander Sloan & Co), Glesgow. 

Reilly, ]. F. B. (Richardson & Lawson), Glasgow. 

Ritchie, M. R. (McKerrell Brown & Gray), Edinburgh. А 

Robertson, A. J. (Howden & Mclleson), Edinburgh. м 

Ross, С. А. (Alex. М. Shaw & Co), Glasgow. 

Ross, W. M. (Lindsay, Jamieson & Haldane), Edinburgh. 


Scott, (Miss) P. S. E Gilmour), Ayr. 

Scott Graham, P. J. (Martin Currie & Scott), Edinburgh. 
Shaikh, A. (R. C. Thomson & Murdoch), Dundee. 

Shannon, R. С. (Wilson, Stirling & Co), Glasgow. 

Sibbald, J. A. (John Е. Watson & Co), Glasgow. 

Simmers, B. M. (S. Easton Simmers & Co), Glasgow. 
Simpson, I. W. (Thomson McLintock & Co), London. 
Simpson, R. J. (Reid & Mair), Glasgow. 

Small, W. B. (Davidson, Downie & McGown), Glasgow. 
Smith, A. J. (Turner, Hutton & Patrick), Glasgow. 

Smith, A. P. (Paterson & Steel), Glasgow. 

Smith, G. P. (Russ, Ferguson & McLennan), Glasgow. 
Smith, M. E. (William D. Anderson & Co), Edinburgh. 
Stark, jJ. (T. Hunter Thomson & Co), Edinburgh. 

Steel, A. H. (Price Waterhouse & Co), London. | 
Stewart, D. У. С. (Peat, Marwick, Mitchell & Co), Glasgow. 
Struthers, P. M. (Thomson McLintock & Co), Glasgow. Y 
Sutherland, D. G. (Wm. Home Cook & Co), Edinburgh | 
Sutherland, J. (Thomson Ме тоск & Co), Glasgow. 
Symon, I. W. (McIntyre & Rae), Dundee. 


Tait, R. B. (J. Wyllie Guild & Ballantine), Glasgow. 

Templeton, M. A. (R. C. Thomson & Murdoch), Dundee. 

Tervit, T. (A. C. Philp & Co), Dunfermline. 

Than Pe (Helen M. Lowe), Edinburgh. 

Thomson, G. B. (Henderson & Loggie), Cupar. 

Thomson, J. (Henry Brown & Co), Kilmarnock. 

Thomson, J. 5. (Henderson & Loggie), Dundee.. 

Thomson, М. 5. M. (Graham, Smart & Annan), Edinburgh. 

‘Thomson, R. D. В. (Graham, Smart & Annan), Edinburgh. . 

Thomson, W. R. E. (Robertson & Maxtone Graham), 
Edinburgh. 

Tilley, A. J. N. J. W. & R. N. Oswald), Edinburgh. 

Tully, G. A. ern & Cowan), Glasgow. 

Turner, K. M. (J. Douglas Henderson & Co), Edinburgh. 


Urquhart, M. 5. (Thomson McLintock & Co), Glasgow. 


Valentine, I. B. (J. Wyllie Guild & Ballantine), Glasgow. 
Ventisei, G. (J. Wright Robb & Scobie), Glasgow. 


Wales, R. G. (Wylie & Bisset), Glasgow. 

Ward, J. M. (Robertson & Maxtone Graham), Edinburgh. 

Waterson, (Miss) I. C. (Jardine, Dunlop & Anderson), 
Glasgow. 

Watt, N. A. (Lindsay, Jamieson & Haldane), Edinburgh. 

Weir, А. D. (Touche, Ross, Bailey & Smart), London. 

Whitaker, D. А. (McClelland, Moores & Co), London. 

Whyte, R. C. (Williamson & Dunn), Aberdeen. 

Wilson, W. A. (John E. Watson & Co), Glasgow. 

Wood, D. (Mitchell, Kennaway & Co), Aberdeen. 


Young, D. B. P. (Robertson & Maxtone Graham), Edin- 
burgh. 


> 
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Whither Guiding Light? 


OLLOWING the settlement of the dock labour pay dispute 
and, more especially, the statement this week that workers in 
no less than seventy-seven industries have received increases 


over 2} per cent, it would be fair to suggest that the adage, ‘he’s 


dead, but he won’t lie down’ could be applied to the Government’s 
policy on incomes. For the Government adamantly insists on 
enforcing wage-restraint for employees in the public section — 
despite massive demonstrations of public support for the nursing 
profession. 

That public opinion should be more concerned with the. apparent 
inequity of the workings of this dual system of income determina- 
tion, than with the economic issues to which it gives rise, is natural. 
While it might be possible to make the ‘pay pause’ effective in the 
short run without seriously affecting the economy, in the long run 
it is quite illogical, if not impracticable, to tie every class of labour 
to a given fixed rate of increment. In the long run a policy of main- 
taining unchanged the differentials between wages in different 


` industries and occupations is the negation of growth. 


The Government must therefore find a new long-term policy 
for fixing wages and salaries which can operate in both the public 
and private sectors of the economy. 'The need for this policy is 
underlined by recent events in the United States and Western ` 
Germany, whose Governments are striving to prevent further 
price increases which might produce a renewed bout of inflation 
in their train. So far, President KENNEDY seems to have been more 
successful than Dr Евнакр, but the real significance of these 
events is the determination of Britain’s two main trade competitors 
to avoid a further bout of ‘cost-push’ inflation. For the sake of 
this country’s external trade prospects it is imperative that Britain 
should follow suit and it is undoubtedly this reason which has 
compelled the Government to remain so obdurate over its incomes 
policy. In fairness to the Government, it is not sufficiently realized 
by the public that however deserving the nurses’ case may be, the 
same arguments apply to most of the workers in the welfare 
services. Those increases once granted, new demands from em- 
ployees in the local government service are inevitable, to be fol- 
lowed by new demands from teachers, and so the spiral will go.on 
if it is once allowed to start. ` 

Nevertheless, the dual system of ‘pay pause’ in the public 
sector and ‘catch as catch can’ in the. private sector is certainly no 
solution. Nor does the National Economic Development Council 
hold out any real hope — at least, not for the time being. To entrust 
to Neddy at this stage the task of evolving an incomes policy 
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would be to condemn it to the same fate as over- 
took the now defunct Council on Prices, Pro- 
ductivity and Incomes. For the foreseeable future 
the traditional system of collective bargaining will 
have to function in the public as well as in the 
private sector. What the Government has to do 
is to ensure the conditions in which collective 
bargaining can operate effectively. Under the 
present system, as soon as the economy reaches a 
stage of full employment, the demand for addi- 
tional labour creates a climate in which pay 
awards in excess of average productivity increases 
are inevitable. 

The Government’s solution to this situation 
has been to try and keep the economy ‘off the boil’ 
so that demand for labour is just enough to keep 
unemployment from rising over 2 per cent. The 
justification of a somewhat similar policy is 
cogently argued by Professor FRANK PAISH in one 
of the essays in a collection of his writings during 
the past decade recently published under the 
title, Studies in an Inflationary Economy. 

Professor Paisu’s antidote to the wage inflation 
is to ensure that the resources of the economy are 
never exploited 100 per cent. An examination of 
rather limited statistical evidence relating to the 
post-wat United Kingdom economy leads him 
to the conclusion that if the economy were to run 
at about 9 Spee cent of its capacity, representing 
about 2 to 24 per cent unemployment, the in- 
flationary pressure generated via excessive in- 
creases in incomes would be avoided. This margin 
of unused capacity would also eliminate the 
danger of bottlenecks which lead to delays in 
export deliveries, skimped work and all the other 
shortcomings of overfull employment. 

Professor PatsH bases his proposal on the 
assumption that the Government is able to 
regulate the economy so that it would not fluc- 
tuate wildly about the 95 per cent level, and that 

‘industry would be able to co-operate because it 
would be kept fully informed of official policy. 
Quite apart from the inadequacies of existing 
economic forecasting techniques, there is surely 
a very real danger that to operate the economy 
below capacity would mean that the highly 
productive capital-intensive industries would not 
fully utilize their equipment. As recent company 
reports have revealed, the impact of a modest 
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measure of deflation is much more severe on 
profit margins than it is on the level of wages cr 
employment. Furthermore, such a policy of 


restraint runs counter to the human weakness s~ 


of seeking to exploit a given situation. In boom 
periods those industrialists with unused capacity 
would resent the Government's restraining policy 
and it is doubtful if, even in a mild recession, апу 
Government-sponsored stimulus would exert a 
corresponding effect in the opposite direction. 
Unfortunately, any such policy does not meet 
the most serious defect of post-war incomes 
policy. Hitherto it has been widely assumed that 
a given award to a major section of labour was 
ample justification for a comparable incremen: 
for every other section, regardless of changes in 
productivity in the different sectors of the 
economy. The stumbling block to the emergence 
of a rational incomes policy has been the un- 


willingness of all sections of the community tc 


recognize that the relative position of one group 
of employees will change vis-à-vis other groups 
with changes in the demand for their services. 
The reallocation of labour resources in response 
to changes in market conditions can only be 
achieved in a free economy by differential 
increases in incomes. ЈЕ is the very fact of the 
Government's present insistence upon a flat-rate 
increase for all groups of workers that constitutes 
the most serious argument against its present 
policy. Unfortunately, the public is still unwilling 
to recognize this fact. 


The one policy that no post-war administration" 


has yet been able effectively to introduce is 
competition. Not even its most ardent admirer 
would assert that post-war legislation, aimed at 
curbing monopolistic practices, has achieved any 
signal success. The forthcoming test over resale 
price maintenance should provide an augury for 
the future. Once there is real competition between 
suppliers, then producers and distributors alike 
will not be able to shift on to the consumer the 
costs of hoarding redundant labour or unearned 
pay increments and excessive profit margins. The 
creation of a competitive home market would also 
enhance the attractions of the export markets. 
With these conditions achieved and the consumer 
restored to his rightful status in the economy, 
there would be no need for the Government's 
‘guiding light’. The question is, however, What 
is to be done for the time being? 
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E saw last week how individuals may 
ђе ‘connected with’ one another within 
the meaning of clause 20 of the Finance 
Bill. Ultimately the clause is concerned with 
companies, or rather bodies corporate in general, 
who, like individuals, are also ‘persons’. As in the 
case of an individual trustee, a company which is 
trustee of a ‘settlement’ is, in that capacity, 
connected with any individual ‘settlor’. For this 
purpose ‘settlement’ and ‘settlor’ have the same 
meaning as in section 403 of the Income Tax 
Act, 1952, which deals with settlements on infants. 
A company is ‘connected with’ another com- 
pany if: 


(а) (1) the same person has control of both; ог 


(ii) one person has control of one and 
persons connected with him have 
control of the other; or 


(iii) one person has control of-one and he 
together with persons connected with 
him have control of the other; 


(5). (i) the same group of two or more persons 
has control of each company ; ог 


(ii) two groups of persons control both 
companies and could be regarded as 
consisting of the same persons by 
treating (in one or more cases) a 
member of either group as replaced by 
a person with whom he is connected. 


À company is connected with a person if that 
person controls it, or he and persons connected 
with him together control it. Any two or more 
persons acting together to secure or exercise 
control of a company are to be treated as con- 
nected with one another and with any person 
acting on the directions of any of them to secure 
or exercise control of the company. Where two 
companies are connected, they must be treated as 


a also connected with any person whose control 


(alone or with others) of either company is 
relevant to establish the connection between the 
two companies. 

Since clause 20 imposes Case VI tax without 
the necessity of any direction by the Inland 
Revenue, it follows that the person who under- 
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Tax on Company Land Sales – П 


takes the task of making an income tax return on 
behalf of a landowning company will be faced 
with the nightmare of understanding these 
provisions and of applying them. Even the 
definition of 'landowning company' is not 
straightforward. Clause 20 (14) (c) applies by 
reference the definition in clause 13 (6) of the Bill 
but excluding the application of the words “being 
chargeable assets’. Thus, a landowning company 
for clause 20 purposes is a company not carrying 
on a trade of dealing in or developing land, but 
entitled to land to a value equal to or exceeding 
one-fifth of the net value of all its assets, i.e. their 
value less the ‘value’ of the debts and liabilities. 
The value of the land for this purpose is the value 
of the company’s interest, free of any liability 
charged on it. It includes the value of interests 
which the company has unconditionally con- 
tracted to acquire, but not of interests which the 
company has unconditionally contracted to 
dispose of. There seems to be nothing to prevent 
the device of loading a company with assets to 
reduce the ‘land’ proportion to below one-fifth. 
Clause 20 (3) brings some relief by excluding 
from the ‘related activities’ (which have to be 
taken into account to decide whether the activities 
(with respect to land) altogether amount to a 
trade) two categories of activities which would 
otherwise be taken into account, if ‘related’. As 
long as a person is actually carrying on the trade 
of dealing in or developing land then none of his 
activities (whether part of that trade or not) fall 
to be taken into account as ‘related activities’, On 
the face of it, this provision might appear to 
conflict to some extent with what THE CHANCELLOR 
OF THE EXCHEQUER said in his Budget speech: 
‘the dealer in property [sic] who, alone or with 
‘associates, escapes tax liability in the following 
way. He forms a chain of companies with suitably 
framed articles [sic], through each of which he 
puts orie transaction so as to avoid the implication 
that he is trading. If, regarding all the activities of 
these companies as though they were the activities 
of one person, they amounted to the carrying on of 
a trade, a gain on a particular sale by one of the 
companies would be taxable’. 
As stated last week, clause 20 (2) (a) includes 
in ‘related activities’, the activities, with respect 
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to land, of any person with whom the company is 


connected at the time of the disposal. It does not, - 
in terms, require that those activities of the person. 


shall also have taken place at a time when the 
company is connected with him. However, 
clause 20 (3) (5) limits the scope of clause 
20 (2) (а) in the following way. Activities (with 
respect to land) of the person which occur when 
he is connected neither with the company making 
the disposal in question, nor with a company 
with which that company is connected, nor with 
а company within clause 20 (2) (Б). are not to be 
taken into account as related activities even 
though that person is connected at the time of 
. disposal. A company within clause 20 (2) (b) is a 
company the activities of which (at a time when it 
was under such control) would hzve brought it 
within clause 20 (2) (a) if it had nct ceased to be 
under control. However, clause 20 (3) goes on to 
provide that where there are two persons whose 
activities with respect to land are taken into 
account as related activities for the purpose of a 
particular disposal, then there must be also taken 
into account any transactions between those two 
persons, Presumably the object of this is to bring 
into account transactions which are not “activities 
with respect to land’, although nobody can be 
certain what such involved drafting really means. 

Clause 20°(4) further cuts down the categories 
of transactions which may be taken into account 
as related activities under clause 20 (1) (a). It 
resembles the exemption from stamp duty on 
conveyances between two members of the same 
group. А disposal of land by one company to 
another is to be ignored if at the time of disposal: 

(a) either company is a subsidiary of the other 

in the profits tax sense (75 per cent); or 
both are subsidiaries of a third company ; or 

(b) the members of both companies are the 

same and hold equivalent interests. 
Clause 20 (4) apparently only cuts down related 
activities. A disposal of property which was 
within section 20 (4) would not apparently be 
excluded from liability under the clause merely 
on that account. 

When a company goes into liquidation the 
authority of the directors as such comes to an 
end and the liquidator takes over the direction. 
His duty is to wind up the company's affairs and 
therefore prima facie ће 15 not carrying on its busi- 
ness, although the presumption can be rebutted. 
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For clause 20 purposes this uncertainty is to some 


.extent swept aside: anything done with respect to 


the company's own land is to be treated as though 
it were not being wound up and as though it were X4 
still carrying on the business it carried on before 
the winding-up commenced (clause 20 (5)). 

A company may transfer assets to its members 
or contributories otherwise than by way of sale or 
exchange. The transfer may be by way of divi- 
dend, reduction of capital, or as part of a distri- 
bution of surplus assets on a winding up. Clause 
20 (5) provides that where a landowning company 
disposes of land in this way or in any way 'other- 
wise than by way of bargain at arm's length' the 
company is to be treated as disposing of the land 
for a consideration equal to the market value o? 
the land. This provision is presumably limited to _ 
the purposes of clause 20, although sub-clause 7 
(5) is not entirely clear on this aspect. А company 
which acquired land before April roth, 1962, is 
not to be taxed under clause 20 in respect of its 
subsequent disposal (clause 20 (7)). The letting 
of land for less than twenty-one years is not to be 
taken into account as a disposal unless that letting - 
is accompanied by another letting, or an agree- 
ment for another letting, which brings the total - 
term to twenty-one years or more; or the letting 
18 accompanied by an agreement to dispose of the 
land otherwise than by letting. Where there is 2 
subsequent disposal of the reversion, the consider- 
ation received for the exempted letting is to be 
taken into account (clause 20 (7)). 

Profits chargeable under clause 20 are to be > 
computed on the same lines as profits chargec 
under the new Case VII, (clause 20 (6)). For 
surtax direction purposes such profit is to be 
treated as investment income, however (clause 20 
(11)). The same sub-clause directs that clause 20 
shall have effect for profits tax purposes in the 
same way as it has effect for income tax. 

Income tax assessments are to be made by tbe 
Special Commissioners (clause 20 (8). Тће 
obligation to secrecy of Inland Revenue officials 
is relaxed in relation to the affairs of connected 
persons. А novel feature is that a company may ~. 


require the Inspector to give it information as їс : 


the affairs of other persons, relevant to the 
consideration of questions of related activities 
(clause 20 (9)). Finally, clause 20 (10) gives tc 
the Revenue extended powers of inquisition. 


(Concluded.) 
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by KENNETH 5. MOST, LL.B., FCA 


from one European country to another, 

and a study of these differences would be a 
major undertaking; all- that will be attempted 
here, therefore, is a brief guide to the main 
characteristics of the profession in a-number of 
Western European countries. 

By ‘the profession’ is meant indigenous practis- 
ing accountants. Many British and. American 
firms of accountants have offices on the Continent, 
but their activities are often outside the main 
stream of accountancy in the countries where 
they practice. They audit and advise branches, 
subsidiaries. and associates of British and U.S. 
companies and, in so far as these organizations are 
companies formed under tke local laws, are 
additional to any local requirements, for example, 
concerning audit. Thus, the French subsidiary of 
a British holding company could be audited by 
the French office of a British accountancy firm, 
and at the same time, a French commissaire aux 
comptes would have to certify the subsidiary’s 
accounts to conform with the French company 
laws. In some countries this duplication. of 
functions is avoided by recognition of the foreign 
auditing firm as port of the auditing profession. 


T= practice of accountancy differs ae 


Functions of ГОРУР 


^ As in Britain, the principal occupation of 


accountants in Europe is auditing the accounts 
of companies. It might therefore be assumed that 
professional rights and duties abroad resemble 
those in the United Kingdom. However, the 
company laws of the countries of Western Europe, 
which descend directly from Roman law concepts 
of incorporation, are in many respects totally 
different from the company laws of Britain and 
most states of the U.S.A., which have developed 
from the common law. In particular, those parts 
of the relevant Acts which deal with the appoint- 
ment, rights and duties of auditors are in some 


. cases not even comparable with the corresponding 


Ñ 


British legislation. 'This is an interesting subject 
for inquiry which will not, however, be pursued 
further in this article. 

It should also be pointed out from the begin- 
ning, that where auditing is referred to as a 
function of the accountancy profession, it is the 


audit of public companies that is implied. By and 
large, private companies in Europe can choose 
their auditors where they will, as in Britain, and 
only where the investment of public funds or 
public subscription of capital are involved does 
the law lay down specifications. 

In order to discuss the accountancy professions 
in the different countries it is first necessary to 
identify the areas of activity with which the 
accountant, as known in Britain, is concerned. 
These may be put under the following headings: 


„Auditing accounts and reporting on them 
Certifying figures 

Advising on financial management 
Representing others in taxation matters 
Performing book-keeping and accounting func- 
tions for others; installing accounting systems 
Administering the. estates of others, whether 
living or deceased. (In the case of companies, 
before and during liquidation) 

Ancillary activities in so far as they are com- 
patible with the above, e.g. valuations on sale 
or purchase of a business, teaching and writing 
- оп finance and accounting 
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In nearly all the countries of Western Europe 
outside the United Kingdom, activities of a purely 
commercial nature such as those of insurance 
agent, agent for a financial institution, or director 
of a commercial company, are not regarded as 
compatible with the exercise of a liberal profession 
and therefore’ practising accountants are not 
permitted to engage in them. Switzerland is a 
notable exception to this rule. In Germany, the 
accountant who leaves the profession to take up 
an appointment in government or industry, 
although he may. not practice as a public account- 
ant (Wirtschaftsprüfer) may retain, extraordinary 
membership of the professional body (Wirtsc haft- 
sprüferkammer). 

Generally speaking, the aforementioned ac- 
tivities properly referable to accountants qualified 
to audit the accounts of public companies can be 
grouped by countries as follows: 

Austria- ABCDEFG 

Belgium- A BC D G 

France-ABCDG 

Germany- AB C D G 

Holand-ABCDEFG 

Luxembourg -ABCDG 
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Portugal-ABCDG 
Sweden -ABCDEFG 


Switzerland - A BC DE F G 


Italy has not been included in the above 
grouping because accountancy practice com- 
parable with the other countries cannot be said 
to exist there as a separate profession. 

'The range of activities of the British accountant 
is most nearly paralleled in Sweden and Switzer- 
land. Nevertheless, it should be borne in mind 
that the allocation of matters requiring legal 
knowledge between the legal and accountancy 
professions varies considerably. Further, in spite 
of the apparently similar. scope of accountants in 
France and Germany, the organization of the 
profession in France is widely divergent, as 
indicated by the fact that there are nine major 
professional associations in that country (see list 
at conclusion). 


Status of Accountants 


Again speaking very generally, the accountant is 
recognized in all countries as practising one of 
the liberal professions. However, legal recognition 
of this status differs considerably. The two 
principal features to be observed are regulation of 
the profession (as evidenced by a monopoly) and 
the association of practising and non-practising 


accountants in the same professional institution. - 
The most extreme case is that of the French ` 


accountant (expert comptable), a title which may 
only be used by independent practitioners 
although it is loosely applied to qualified ac- 
countants of different kinds. The French State 
has applied to the accountant the same rigorous 
standards which apply to doctors, chemists and 
lawyers, and has given members of the Ordre 
des Experts Comptables et des Comptables Agréés 
a monopoly both of name and function. The 
intention is that the auditor shall maintain 
complete independence, and to this end he is 
forbidden to accept any employment, even part- 
time, whether remunerated by fee or salary, if it 
involves submission to the orders of another. 
He is even forbidden from devoting the greater 
part of his time to the affairs of a single client. 
It is therefore not permissible for French 
accountants in industry to associate with their 
` practising colleagues in one association. 

The Austrian Kammer der Wirtschaftstreuhün- 
der does not admit accountants in employment, 
but does not possess a monopoly status. In 
Germany, accountancy functions are performed 
by a variety of professionals, including Wirt- 
schaftspriifer and Vereidigten Buchpriifer, who are 


THE 
ACCOUNTANT 


May 26th, 1962 


specially concerned with auditing, accounting and 
financial and economic advice and Steuerberater 
and Helfer in Steuersachen, who are mainly tax 
consultants. Recent legislation has taken a major 
step towards consolidating the status of the 
Wirtschaftsprüfer; no more Vereidigten Buch- 
priifer are to be appointed and this title will 
ultimately disappear.? 

The Collége National des Experts Comptables in 
Belgium admits both practising accountants and 
those employed in industry, whereas the Ordre des 
Experts Comptables in Luxemburg includes only 
the former. Belgian accountants have been con- 
ducting an energetic campaign to regulate the pro- 
fession for some years past. The Swiss, Dutch and 
Portuguese professional bodies do not distinguish 
between members according to their activities. 

Protection by law is given to the designations 
Wirtschaftspriifer in Germany; expert comptable 
in France; and reviseur in Belgium. No such pro- 
tection exists for comparable designations in 
Austria, Holland, Гао, Portugal or 
‘Switzerland. 


Forms of Practice 
In Germany, auditors may practise individually, 
in joint association or in companies. In the last 
case, all members of the board of directors and 


managers and their deputies, must be Wirt- 
` schaftspriifer. If the company is limited (G.sn.5.H.) . 


it must have a minimum capital of DM. 50,000. 
There are about 200 such companies in Germany, 
and partnerships as they are known in Britain and 
the U.S.A. do not exist. There is no specialization. 
in the profession. 


In France.the situation is similar, except that. 


companies may be members of the Ordre des 
Experts Comptables et Comptables Agréés. Where 
the company is limited (S.a.r.L.) the capital must 
be at least N.F. 5,000, and the majority must be 
held by members of the Ordre. 'There are nearly 
one hundred such companies in France, and again. 
specialization is not officially recognized. 

Belgian accountants practise for the most part. 
as individuals. 'There is a movement in Belgium. 
in favour of some sort of association for account- 
ants in practice, but it appears to be difficult of 
achievement. Ја Holland, accountants practise 


both individually and in association, whereas in ^ 


Luxemburg, Portugal and Switzerland they may 
also practise as a company. In none of these 
countries is specialization either recognized or 
encouraged. . 


+See "The Profession in West Germany’, by W. Voors, 
The Accountant, January 6th, 1962. 
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Professional Standards and Enforcement 


The standards of the profession in some countries 
are the subject of legal enactments, but in all 
cases the professional association is primarily 
responsible “for their enforcement. In some 
countries again the accountant is required to 
take an oath of service and integrity. As previously 
mentioned, most professional bodies do not 
allow members to exercise any other occupation, 
and some do not even admit accountants who 
are employed, in order to ensure’ complete 
independence of judgment. Advertising is gener- 
ally prohibited. 

Certain aspects of these laws and professional 
rules are of especial interest. The German Wirt- 
schaftsprüfer must insure against liability for 
professional negligence. In Austria, privilege 
extends to the refusal to surrender documents for 
examination by the Courts or taxation authorities, 
and accountants must be insured against profes- 
sional negligence. French accountants. take an 


oath, are bound by the law on professional 


secrets, and in spite of the prohibitions on other 
activities, may undertake ‘artistic activities’. They 
are not allowed. to. calculate fees on the basis of 
the financial results of the client, nor relate them 
to the results of their interventions on his behalf. 


Admission of Foreign Accountants 


To take Germany as an example, although the 
accounts of public companies (A&tiengesell- 
schaften), must be audited: by Wirtschaftspriifer, 
virtually all other accountancy functions can be 
exercised by foreign accountants. These may also 
obtain the Wirtschaftsprüfer designation in certain 
cases. Legal and taxation matters are restricted 
to certain professional bodies. 

In Austria, admission to the various branches 
of the profession is so regulated that they -can 
only.be entered by Austrian nationals who must 
also prove that they reside in the country and 
exercise their profession there. 

In Belgium, Holland and Switzerland, foreign 
accountants may practise freely, except that 
Switzerland does not allow foreigners to advise 
on reduction of capital, or to audit Swiss shipping 
companies, pension funds or banks. Approval of 
the Swiss Federal Government is required for 
this type of audit. 

France bases the right to practise. on acceptance 
of the foreign national's professional qualification 
and the existence of reciprocity formally embodied 


in an international agreement. ЈЕ is for this. 


reason that foreign accountants have difficulty 
in establishing new offices in France. 
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Annual Audit and Annual Reports 


Sometimes, as in the case of Switzerland, laws 
relating to auditing are to be found in the civil 
code; sometimes, as in Germany; in the com- 


‘mercial code. In all cases, a large part of the body 


of rules applied 18 based upon custom rather than 


legislation. 


These laws or rules can be regarded as requiring 
the auditor to answer certain questions which 
may be formulated as follows: 

1 Do the annual accounts agree with the books of 

account? 

2 Are the books of account kept in accordance 
with the legal requirements and customary 
practices? 

3 Are the presentation and valuation of the items 
shown in the annual accounts in accordance 
with legal requirements and customary prac- 
tices? 

4 Has the profit shown in the accounts been dealt 

` with in accordance with legal requirements 
(where such exist, for example, the obligation 
to transfer a specified percentage to a so-called 
‘legal reserve’)? 

5 Does the directors’.report conform to legal 

-  requrements? 

6 Has the auditor conformed to all legal require- 
ments relating to his office? P 

"The national differences may be presented by 
showing which of these questions the auditor is 
supposed to answer: 

Амзша – 12345 
France-12345 

Germany -12345 

Holland - 12345 

Portugal – 1 2 3 

Switzerland – 1 2 3 4 5 

It may be noted that question 6 is only required 
to be answered by the auditor in Italy, where he 
must state that he has conformed with the law 
relating to his office. This is because the law lays 
down in some detail both the timing of the.audit 
and the procedure to be followed. 

Audit reports vary enormously, from the 
simple statement 'verified and approved' of the 
Dutch auditor, to the lengthy analysis of the busi- 
ness organization and its results favoured by his 
German counterpart. 


Conclusion | 


A summary account of the various aspects of the 
profession in Europe may be misleading, partic- 
шапу if an attempt is made to compare them 
with corresponding features in Britain or the 
U.S.A. In judging the facts, the reader should 
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bear in mind that standards vary considerably 
within each country. Many accountants in the 
countries mentioned are to the highest degree 
worthy of their calling, and considerable effort is 
being devoted to establishing and maintaining a 
common standard for the profession throughout 
Europe. То this end, nine professional associa- 
tions in as many countries of Europe banded 
together in 1951 to form the Union Europeenne des 
Experts Comptables Economiques et Financiers 
(О.Е.С.). The U.E.C. through its specialist 
committees, has initiated studies of the differ- 
ences between the countries concerned in respect 
of the practice of accountancy. It has also 
organized four European congresses, at Florence 
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(1953), Brussels (1955), Nice (1958) and Zürich 
(1961). More than 1,000 members attended the 
Zürich congress last September; there were also 
present observers from the English and Scottish 3 
accountancy bodies, as well as from India, Japan 
and Venezuela. The Council of Europe, which 


‚ gave the U.E.C. official recognition in 1958, and 


the E.E.C. were also represented. 

'The U.E.C. publishes studies of international 
accountancy problems as well as reports on the 
biennial congresses. A lexicon of accounting 
terms in five languages (French, German, 
American-English, Spanish and Dutch) which 
appeared recently was reviewed in The Acccuntant 
of March 3rd. 


Principal European Accountancy Bodies 


AUSTRIA 


*Kammer der Wirtschaftstreuhünder, 
Rennweg 25, Vienna 3. 
Institut Oesterreichischer der 


Wirtschaftsprüfer, 
11 Walfischgasse, Vienna r. 


BELGIUM 
*Collége National des Experts 
Comptables de Belgique, 
49 Rue de Congrés, Brussels 4. 
Chambre Belge des Comptables, 
2 Galerie de la Reine, Brussels. 


Institut de Reviseurs d'Entreprises, 
6 Avenue des Arts, Brussels. 


Comptables, 
Paris 8e. 


WEST GERMANY 


L'Ordre des Experts Comptables 
et des Comptables Agréés, 
109 Boulevard Malesherbes, Paris Зе. 


Chambre Nationale des Experts 
Comptables Diplomés par l'Etat, 

54 Rue Saint-Lazare, Paris ge. 

Union Professionnelle des Sociétés 
Fiduciaires d'Expertise Comptable, 

51 Rue dela Chaussée d'Antin, Paris ge. 


Compagnie Nationale des Experts 


139 Rue du Faubourg Saint-Honoré, 


*Institut der Wirtschaftsprüfer in 
Deutschland e.V., 
Cecilienallee 36, Dusseldorf. 


Matra 


The Malta Institute of Accountants, 
The Exchange, Valletta. 


Monaco 
Le Conseil de l'Ordre des Experts 
Comptables de la Principauté de 
Monaco, 
47 Rue Plati, Monaco. 


NETHERLANDS 
Nederlands Instizuut van Accountants, 
Herengracht 491, Amsterdam C. 
Vereniging van Academisch Gevormde 
Accountants, 
Westzeedijk 122, Rotterdam. 
*Nederlandsche Unie van Accountants, 
Surinamelaan 33, Hilversum. 


e пе + Statsautonsered Bundesverband der Vereidigten Norway š i 
oreningen af Statsautoriserede Buchpriifer, Norges Statsautoriserte Revisorers 
Revisorer, Forening, 


Kronprinsessegade 8, Copenhagen K. 


GREECE 
FINLAND 
K.H.T.-Yhdistys Föreningen C.G.R., 
Ruusankatu 3A 29, Helsinki. 


ICELAND 
FRANCE 
Compagnie des Chefs de Comptabilité, Reykjavik. 
47 Rue Cambon, Paris r. I 
TALY 


Conseil National de la Comptabilité, 
Ministére des Finances et des 
Affaires Economiques, 
41 Quai Branly, Paris 7e. 


Société de Comptabilité de France, 
10 Avenue de Messine, Paris 8e. 


*Société des Experts Comptables 
Frangais, 
54. Rue Saint-Lazare, Paris ge. 


Fédération des Associations de 
Commissaires de Sociétés, 
Inscrits par les Cours d'Appel, 
6 Rue du Louvre, Paris 1. 


Commercialisti, 


LUXEMBOURG 


Staffienbergstrasse 38, Stuttgart S. 


Soma Horkoton Logiston, 
P.O. Box 434, Athens. 


Felag Loggiltra Endurskodenda, 


Consiglio Nazionale dei Dottori · 


71 Via Arenula (presso il Ministero di 
Grazia e Giustizia), Rome. 


Consiglio Nazionale dei Ragionieri e 
Periti Commerciali, 

71 Via Arenula (presso il Ministero di 
Grazia e Giustizia), Rome. 


*Ordre des Experts Comptables 
Luxembourgeois, 
228 Route de Beggen, Luxembourg. 


Uranienborgterrasse 9, Oslo. 


PORTUGAL 


*Sociedade Portuguesa de 
Contabilidade, 
Rua Barata Salgueiro 1, 2°E, Lisbon. 


SPAIN 
Consejo Superior de Colegios de 
Titulares Mercantiles de Espana, 
Salle del Prado, Madrid. 
*Instituto де Cersores Jurados de 
Cuentas en Espana, 
Orellana 5, Madrid. 


SWEDEN 
Foreningen Autoriserade Revisorer, 
Kungsgatan 24, Stockholm. 


Svenska Revisorsamfundet, 
Regeringsgatan 16 II, Stockhclm C. 


SWITZERLAND 
*Schweizerische Kammer für 
Revisionswesen, 
Limmatquai 12c, Zürich. 


*These bodies are members of U.E.C., together with Jugoslavia: Savez Knjig orodja Jugoslavije. 
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Decimalizing the Currency 


Plea for Retaining the Two Unit Pauses 


by T. H. HUSBAND, F.I.M.T.A., F.R.V.A. 
Treasurer and Accountant, Caterham and Warlingham Urban District Council 


of the United Kingdom it is usually assumed 

that the traditional method of presenting 
financial information, viz. as £ s d, must go. 
Without adequate consideration it seems to be 
accepted as an axiom that henceforth there must 
be adopted a series of figures divided between 
the basic unit and its sub-divisions by a single 
decimal point. It is therefore refreshing to re- 
consider exactly what the decimal point is and 
what it does, not merely because decimalization 
will introduce опе into our system but because 
(unwittingly it seems) for all practical purposes 
there are two already. 


P considering how to decimalize the currency 


Time-honoured Method 
'The decimal point is merely а “unit pause'; a 


: mark of distinction between a basic unit on the 


one hand and its sub-divisions on the other. 
There is no need for the ‘dot’, a blank space 
serves just as well, 21 2 being essentially the same 
as 21:2. In daily use, I think the space has some 
practical advantages over the decimal point. Our 
method of writing currency demands two spaces, 
two *unit pauses', e.g. £21 14 8. The drawback 


_..to the present system (if it really be a problem) 


is not the equivalent of two ‘dots’ but that 
different rules apply to the pounds (progressing 


‘in tens), the shillings (progressing in twenties) 


and the pence (progressing in twelfths). There is 
no reason why, having converted the shillings 
and pence to a tens or hundreds progression, we 
should not retain the time-honoured two-space 
method, not through loyalty to tradition but 
because of its practicality. 

The great advantage of the £ s d system is 
that in reality there are two basic units, the £ and 
the shilling. This is very desirable as currency 
has more than one function to perform. Its 


„“ major task is to be satisfactory not only for 


large-scale recording (e.g. national finance, the 
capital of joint-stock companies, etc.) but also 
to meet the needs of endless small day-to-day 
retail transactions. In the South African experi- 
ment the choice of ros as the basic unit meets 
one need adequately but, in my view, is not as 
satisfactory a solution as can be obtained by 


retaining more of the existing British structure. 
'The ros basic unit facilitates small transactions 
but in an age of inflation expresses the large 
transaction in far too many figures. Апу new 
system of recording should move against the 
historic trend of money to depreciate in value. 
Assuming for the sake of this article that the 

penny is made one-tenth of a shilling, it is a 
comparatively simple matter to convert the two 
basic unit system into a decimal system and yet 
retain many of its advantages. This is done by 
making the Дб note one basic unit and the 
shilling the other, according to the following 
table. 

то ence =one shilling 

roo shillings —one pound royal 

(colloquially the ‘fiver’) 


Familiar Pattern 


Except for aesthetic reasons there is ho reason 
why the new pound should not be called a ‘fiver’. 
In a very little time no one will ‘associate the 
term with its origin of ‘five pounds’. 

A column of the new money would then retain 
its familiar pattern, though the figures would for 
a while appear a little strange: 

£ s d 

21 o4 8 (21 fivers 4 shillings and 8 pence) 
IO 34 6 (то fivers 34 shillings and 6 pence) 
IO 32 9g (то fivers 32 shillings and 9 pence) 


£4172 3 (41 fivers 72 shillings and 6 pence) 


Even the 4d could be retained, either as a 
fraction or a decimal, thus: 


£ s d £ s d 
10.14 64 or то 14 65 
21 92 5i 21 92 55 
432 07 2 432 07 2 


Multiplication and division present no added 
difficulties if there are two or three decimal 
points. You merely work to one (e.g. the ‘fiver’) 
and the others fall into place. 

The great advantage of such a system is that 
it retains so much of existing colloquialisms and 
fits with such ease into our present reasoning in 
terms of money. А minimum of re-learning is 
necessary and all existing currency can continue 
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to be used; the £5 note being over-printed ‘ONE 
POUND ROYAL’ Or ‘FIVER’ and the fr note 
“TWENTY SHILLINGS’, 

The extent to which the British currency 
system, with these slight modifications, meets the 
essential requirements of recording large trans- 
actions with ease and facilitating small transactions 
can be seen in the capitals of joint-stock com- 
panies on the one hand and small retail transac- 
tions on the other: 


Capital of joint-stock companies (a pound royal or 


‘fiver’ basis) 

Present тог basic £5 basic 

values unit unit 

£ £ £ 

100 200 20 

500 1,000 100 

1,000 2,000 200 

10,000 20,000 "2,000 

50,000 100,000 10,000 

. 500,000 ` 1,000,000 100,000 

Retail transactions (a shilling basis) 

£ sd + s d 

r 6 oIib or ó 

7 6 0-76 07 6 

15 œ 1:5 15 O 

I I O 2-1 21 O 
220 42 42 0 

3 3 O 6-3 63 - о 
440 84. 84 o 

5 5 Q 105 то о 
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From these tables I think it can be claimed that 
the ros basis is too small for the first tvpe of 
transactions and introduces an unnecessary com- 


plication in the second. For retail transactions, - 


the retention. of the existing pattern of shillings 
and pence up to £5 (and it can be used beyond) 
means one complication only — the problem, of 
the pence. The ros basis introduces a further 
complication for everything over ros. Take a few 
small purchases ~ {Ве type of transaction re- 
peated a countless number of times each day – 
and the saving becomes apparent :. 








Á s d 
· O12 o1 2 

1:39 I3 9 

0:84. 08 4 

1-32 13 '2 

0:02 2" 
259 35 9 


The first column will need writing down or 
recording on the continental desk adder while 
the latter will continue to be mental arithmetic 
to the majority. 

Decimalize Britain's currency by all means 
but do not let us introduce the *one-unit pause' 
method. It is neither necessary nor wise that the 
practical benefits of the existing 'two unit 


` pauses’ should be lost. 





Weekly Notes 


NO BACK-DATING FOR PENSION SCHEMES 


'HE National Insurance Act, 1959, provides by 

section 7 (2) that an employed contributor's 
employment shall be a non-participating employment 
for any period during which there is in force a certi- 
ficate issued to the employer to that ‘effect. By section 
7 (7) no such certificate is to have effect from a date 
earlier than the beginning of the contribution week 
following that in which it is issued. That these words 
mean what they say, and that accordingly a certificate 
cannot be antedated, has been emphasized by a deci- 
sion last month of Mr Henry Salt, Q.c., the National 
Insurance Adjudicator (Ref. No. ADJ/APP/5). 

Each of a group of three companies had entered 
into trust deeds on February 24th, 1961, witnessing 
that the company had established a trust to be 
administered in accordance with a definitive trust 
deed which the company undertook to execute 


within twelve months. This was in pursuance of the 
object of contracting out of the statutory graduated... 
pension scheme which was to begin in June 1967, 
and the trust deeds contemplated. that the pension. 
schemes would commence on the first of that month. 
Each company completed a form of election on May 
20th, 1961, and asked for the necessary certificate to - 
operate from June Ist, 1961. The Scottish Widows’ 
Fund and Life Assurance Society, with whom the 
schemes were to be insured, forwarded the forms to 
the Registrar on May 31st, 1961, with a covering 
letter saying: 
*As one of the trustees is at present abroad we have 

not yet received the completed proposal form, but a 

copy of it, together with a certificate of insurance 

will follow as soon as possible.’ 
It was essential, before the Registrar could issue his . 


x 


ae 


certificate that the schemes be insured to his satis- — 


faction. He reminded the Scottish Widows Society on 
June 23rd, 1961, that he was still waiting for the insur- 
ance certificate. On July roth, 1961, the Registrar re- 
ceived the insurance certificate, which was dated July 
roth, 1961. He then wrote to the three companies, en- 
closing his own certificates, dated July 13th, 1961, and 
saying that they were effective from July 17th, 1961. Yt 
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followed that double contributions had to be paid 
for the period from June sth, 1961, to July 17th, 1961. 
i 'The companies asked the Registrar to antedate 
£ X his certificates but this he declined to do, saying that 
he had no power. Тће National Insurance Adjudica- 
tor has now affirmed that decision. - . . 


FINANCIAL STATISTICS 


NE of the recommendations of the Radcliffe 
Committee on the Working of the Monetary 
System which the Government accepted, was the need 
to bring together in a single publication all the statis- 
tics relating to different aspects of the monetary 
system. The issue of a new publication entitled 
Financial .Statistics which is to appear monthly, 
constitutes the first fruits of the Government's 
efforts to meet this need. Nearly sixty tables, with 
comparative information back to the mid-r95os, 
.-contain data relating to Exchequer financing, tax 
revenues, the operations of the Bank of England as 
well as the clearing banks and Scottish banks, and 
the asset structure of financial institutions such as the 
building societies and investment trusts. Other series 
give the yields on various types of Government loans 
and other borrowing, such as local authority and 
public corporations. Ín most cases the data are given 
on a quarterly or monthly basis. 
In forthcoming issues. of the new publication, 
which is prepared by.the Central Statistical Office, 
new series and supplementary information about 


the various series which are described and defined m _ 


an appendix to the first issue, will be given. With the 
present flood of statistical information contained in 
the Monthly Digest of Statistics, Economic Trends, the 
Bank of England Quarterly Bulletin, to mention only 
the main official sources, the student of financial 
affairs can now enjoy an embarras de richesse. However, 
C With rising printing costs some of these publications 
are becoming expensive. Both money and labour 
could be saved if the С.5.0. were to undertake a 
little pruning and rationalization of the official 
statistics. To produce new statistics is one thing; to 
duplicate in extenso in several publications a host of 
other information seems rather wasteful. 


PLANNING FOR CONSTRUCTION 
INDUSTRIES ` 


A organization connected with the building 
industry is to be formed to be called The 
s Economic Advisory Council for the Construction 
Industries. Its chairman will be Sir Harry Pilkington. 
‘The committee will help organizations within the 
industry to consult on general economic development, 
national planning and productivity. In fact, the 
Council will act as an official spokesman for a large 
section of the building and construction industries to 
the National Economic Development Council. It will 
not discuss wage rates or working conditions. 


1 No. r. May 1962. H.M.S.O. 7s 6d net. 
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The construction industries – along with consumer 
durable industries dependent upon hire-purchase 
facilities to sell a significant proportion of their goods — 
have.suffered since the war from swings of activity 
generated by the State to control the rate of economic 
expansion. Both the construction industries and 
suppliers of building materials have found it difficult 
to plan for a steady and remunerative level of invest- 
ment when the Government will quite arbitrarily 
modify the building programme, or encourage those 
putting up new buildings to slow down the rate of 
erection. 

If the building and construction industries are to 
avoid these wide swings in activity in the era of 
fashionable planning which probably lies ahead, the 


. planning techniques employed will have to be a good 


deal more subtle and sophisticated than they have 
been in the past. 


SWITCH DOLLAR MODIFICATIONS 


HE Chancellor of the Exchequer announced in 

the House of Commons last week a relaxation in 
direct investment through the switch dollar market. 
Since last July it has been possible to invest direct 
only where a clear and commensurate benefit was 
apparent in the short period to the balance of pay- 
ments position. The Chancellor said that he was now 
prepared to permit investment to take place through 
the switch dollar market or to be financed by suitable 
borrowing abroad. The two existing switch dollar 
markets are being amalgamated. 

Up to the present, the switch dollaremarket has 
been used only for the purchase of securities by 
residents in Britain from other residents in the 
United Kingdom who wished to sell their existing 
foreign securities. Approved direct investment will 
now have access to this market and, in effect, a little 
of the existing investment in securities will. be 
displaced in favour of direct investment. The position 
will thus be substantially the same as before July 1961. 


MULTILATERAL INVESTMENT 
INSURANCE 


PRELIMINARY statement has been put out 
by the International Chamber of Commerce to 


` the effect that the Т.С.С. has submitted to the 


Development Assistance Committee of the Organiza- 
tion for Economic Co-operation and Development a 
preliminary report on the desirability of setting up a 
world-wide government multilateral system of 
insurance. This would insure against risks, mainly 
political ones, which are not normally insurable on a 
commercial basis for private overseas investment, 
Political risks are seen by the I.C.C. as a major 
deterrent to investment in developing countries. 
The scheme, however, goes beyond guaranteeing 
private investment abroad by governments of capital- 
exporting countries. It would be an element in a 
wider system of co-operation to improve the climate 
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of confidence between industrial and developing 
countries, The main conclusion of the I.C.C. is, there- 
fore, that such a system should be multilateral and that 
developing countries should be full partners with 
responsibilities as well as privileges. 

'To make such a system effective the I.C.C. thinks 
that it would have to have certain features. First, 
membership of the insurance or guaranteeing fund 
should be drawn as widely:as possible from capital- 
exporting and capital-importing countries. Secondly, 
all members should take part in the liabilities as well 
as in the privileges, and all members should undertake 
formally to observe certain rules of conduct. The 
scheme would cover only new long-term investments 
or extensions of old investments. The system should 
cover political risks (including that of creeping 
expropriation) the transfer risk (excluding the 
devaluation and exchange risks) and the calamity risk 
(excluding natural calamities) as defined in a recent 
report by the World Bank. This last included the 
results of a joint inquiry with the I.C.C. Finally, 
premium rates should be reasonable and the pro- 
cedure should be such as to permit prompt payment 
of claims. 


MACHINE TOOLS IN THE COMMON 
MARKET 


HE development of the Common Market means 
` X. that, European manufacturers will have to extend 
their knowledge of competitors, potential customers 
and suppliers throughout all the Common Market 
countries. Tf Britain and other European Free Ттаде 
Association countries eventually join the Common 
Market their interest will extend to substantially all 
the important industrialized countries of Europe. 
Yet most existing industrial directories cover only 
one country and if, say, a British manufacturer of 
machinery wishes to list potential customers or 
suppliers of components he will be faced with a 
substantial task. 

For this reason a new directory of the European 
machine toolindustry! may well fulfil a growing need. 
The publishers state that it is intended for machine 
tool manufacturers with an eye on markets; for 
manufacturers of the numerous components sold to 
the machine tool industry with an eye on their 
customers; and for large users of machine tools who 
may find it a handy reference book listing specialist 
suppliers in all the countries concerned. у 

In addition to listing over 1,400 manufacturers in 
Western Europe, the directory includes a statistical 
review of production and trade in machine tools, in 
which the figures are presented as far as possible in 
standard form. 

The recent census of machine tools in use in the 
United Kingdom, which revealed that 21 per cent 
were over twenty years old, coupled with the growing 


1Directory of the Metal-cutting Machine Tool Industry of 
Western Europe. О. W. Roskill & Co (Reports) Ltd, 
14 Great College Street, London SW1, price £8 post free. 
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use of hire-purchase to acquire machinery incorporat- 
ing the latest modern .developments, may well 
result in a tendency to buy more machine tocls more 
frequently. It will be interesting to follow these 
developments in future editions of this directory, | 
which the publishers hope to make available possibly 
at intervals of two or three years. 


BANKRUPTCIES IN 1961 


HE annual general report of the Board of Trade for 

1961 on matters within the Bankruptcy and Deeds 
of Arrangement Acts was issued last Monday.? It 
shows that in 1961 the number of receiving orders 
and administration orders in England and Wales was 
3,521 — an increase of 720 over 1960. 

The principal groups of trades and occupations 
affected were builders, retailers of hardware and 
electrical goods, road haulage contractors, retail 
grocers, farmers, retailers of motor vehicles and cycles, ~ 
and directors and promoters of companies; these 
seven groups accounted for 1,457 failures. 

'The report also contains details of the results of 
522 debtors" applications for discharge dealt with 
during the year and of the 163 prosecutions cancluded 
in respect of bankruptcy and other offences -eported 
by the Official Receivers (134 in 1960); of the 289 
deeds of arrangement registered in 1961 and of the 
272 deeds of arrangement in respect of which final 
accounts were rendered (233 in 1960). 


OLD £r NOTES 


TE old type of £1 Bank of England notes, those 
not bearing a portrait of the Queen, will na 
longer be legal tender after Monday next. Though 
more than 160 million of these notes have been 
exchanged at the Bank of England since the fortha 
coming withdrawal was announced in February, 
some 9o million are still in the hands of the public. 

The Bank of England are advising holders of these 
notes to present them at the Bank, pay them into 
banking accounts, or arrange fcr their ехсЕапре for 
notes of current issue, without further delay. 

After May 28th, notes still outstanding can be 
exchanged on personal presentation at the Head 
Office of the Bank but holders axe reminded that the 
Bank does not undertake to exchange notes through 
the post. i 


UNDER-EMPLOYMENT IN COTTON 


OME blunt words on the future of tke cotton 

textile industry have been made in a report from 
the Select Committee on Estimates recently. It says 
that unless there is a quick and satisfactory solution 
to the related problems of imports of cotton piece 
goods and the utilization of capacity of the Lancashire 
cotton textile industry the {23 million paid out to 
assist the modernization of the ir.dustry will have been 


? H.M.S.O. 2s net (by post 2s 4d). 
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to no purpose. There have been a number of gloomy 
statements from Lancashire in the last few months 
about the prospects for the cotton industry. The latest 


«2Х of these comes from the president of the British 


~ 


Spinners and Doublers' Association who has said that 


. heagrees with the findings of the Committee. He said 


that since the reorganization scheme came into 
operation more than one company which has received a 
grant for re-equipment has had to close down. 

The Committee’s report discusses the Cotton 
Industry Act, 1959 and points out that large sums of 
money were "voted by Parliament to modernize the 


` industry. They say that although it is not part of their 


duty to comment upon Government policy which 
underlies ап Act of Parliament they, nevertheless, 
feel bound to say that unless there is a solution to the 
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industry's problems the money will have been wasted. 
When the legislation was introduced it was estimated 
that the likely cost of re-equipment to the Exchequer 
would be £30 million over five years, if there was a 
favourable response from the industry. In the event, 
about {12 million will have been spent on scrapping 
and the maximum Government outlay ‘for re-equip- 
ment is currently running at about {11 million. 

The issue which underlies this problem is whether 
colonial goods should be rationed in the United 
Kingdom market in the interests of a domestic 
industry. So far the Government has preserved the 
principle that there can -be no complete stoppage of 
exports from the colonies to the mother country. The 
colonies have to be allowed to trade as well as receive 
aid. 





< This is My Life... 


by An Industrious Accountant 
CHAPTER 125 


ECENT meetings with some of my old colleagues 
bring back to mind the urgent problems of those 
most valued members of the profession, the articled 
clerks. On their quality depends our future; but it is 
generally recognized today that inadequate attention 
has been devoted to furthering their interests. Who, 
for example, advises them on that most vital step, 
their ultimate entry into partnership on a permanent 
basis, in other words, marriage? Who counsels them 
how to pick the future managing directors of their 
private lives? Where, in the plethora of platitudes 
¿about their training, is there a paragraph about the 
guidance of their domestic capabilities or the further- 
ance of their nuptial proclivities? 

Research has established firmly, on the basis of 
numerous actual case studies over years, that the 
average articled clerk is extremely interested in this 
ultimate achievement. He devotes much of his 
principal’s time, ranging from perhaps 5 per cent 


. in his first year to 20 per cent in his final year (with 


4$ 


admittedly wide deviations from the norm in indi- 
vidual cases), to preliminary study of the subject- 
matter. This includes correspondence, telephoning, 
and debate during office hours, as well as extra-mural 
evening sessions of varied duration. Authoritative 
data are, however, limited, due to the neglect in the 
past of statistical analysis. Space restriction at this 
stage prohibits more than the chronicling of one 
actual past episode. 

It was.in our big common-room that Ned, an articled 
clerk of sophisticated outlook in his own estimation, 
was laying down his own guiding principles on wedlock 
for our edification. Immediate financial advantages, he 
explained, though undoubtedly of vital significance, 
must defer to predictable long-range benefits. Here 


' years, and he introduced me to his wife.. 


the status of the progenitors of the chosen fortunates 
was the key factor. Of sound old British stock, 
naturally no alien blood could be considered; of 
county family or City of London connection, failing 
a scion of the Establishment class; possibly of the 
aristocracy, since association with an earldom, even 
with a minor baronetcy, might be beneficial to an 
ambitious accountant. Perhaps а Texan oil baron, or 
an Argentinian ranchero, might qualify by concession 
in special cases. 

The essence of the choice lay in the contacts 
available; all the foregoing prerequisites envisaged 
membership of numerous directorates on the part of 
the lucky father-in-law to be. When ‘one of his 
interests needed a chief accountant, even a financial 
director, why then, there was the pay-off. Wealth, 
prestige, honours, all waiting to reward the skilful 
strategist. In fact, he had listed in a little black note- 
book sundry names gleaned from his audits over the ` 
years, of suitable executives with nubile daughters. 
These statistics would be no less vital than the ones 
vulgarly ве described. 

Here Peter, a dignified colleague already engaged 
to the- -daughter of a bishop, interrupted indignantly, ` 
protesting against such mercenary opportunism. 
There was more to marriage than money, he ex- . 
plained. 

Ned tolerantly accepted the minority opinion. Tris, 
true, he agreed, she must also have 'the positive 
virtues: sobriety, thrift, domesticity; be a brilliant 
hostess and suitably deferential to the chairman's 
wife, for a start. Peter retired, purple with outrage, 
and Ned mused happily over the prospects ahead. 

Of course, there are exceptions to even the 
soundest rules. I met Ned again recently, after many 
. she was 
pretty and shy, with a soft Irish brogue. “Their car 
was old and shabby; their address far from affluent 

. he’s not a director of anything yet! They both 
looked perfectly happy and contented.:So perhaps 
he's revised his principles since those early days; 
perhaps rules aren't a good idea, after all? 


i ; ' 
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Finance and 
Commerce 


From Lombard Street 
HIS week's reprint comes from Lombard Street, 


A. the street in the City of London so intimately | 


concerned in its name and in fact with banking and 
finance. Lombard preserves the memory of the 
banking merchants from Lombardy who settled 
there. At number 36 is the registered office of Gerrard 
& Reid Ltd, bankers and discount agents, who are 
now in the process of obtaining a Stock Exchange 
quotation for their Second Preference and Ordinary 
capital. The company is, or probably by the time 
these lines are in print, was, the only private concern 
in the Association of London Discount Houses, an 
integral part of the London money market. Conver- 
sion from private to public company is, of course, 
essential to the application for quotation and intro- 
duction of the shares. 

The business was established in 1870 as a firm 
of running brokers with the style of Gerrard & 
Middleton and changed to its present title in 1892. 
The development which has given it its present status, 
however, has occurred since the Second World War. 
It was turned into a private company in January 
1948, and in ro6o it was granted borrowing and 
rediscounting facilities at the Bank of England and 
elected to membership of the London Discount 
Market Association. Mr Kenneth Henry Whitaker, 
F.C.A., is now its chairman. Е 


The Market 


Fundamentally, discount market business consists in 
carrying ‘paper’ — bills and bonds- with money 
borrowed in the short loan market, usually very short. 
It should be part of an accountant's training to study 
the operation of the London money market, although 
some never quite seem to get the hang of it. Maybe 
it is that there is something quite outside ordinary 
experience in borrowing just for one day and going 
the daily round of lenders to see whether yesterday's 
money is good for another day. —  - 

. The process, of course, begins with the lenders 
having money to lend and the particular sort of 
money that the discount market wants can be seen 
in the bank balance sheet item: ‘Money at call and 
short notice’. There is only one banking asset which 
is more liquid and that is the ‘Cash in hand and at 
the Bank of England’. Call money is always there in 
greater or less degree according to whether conditions 
are easy or tight; in other words, on the degree to 
which a particular bank needs to allocate its funds 
within its banking structure. And the discount 
market representatives go their rounds of the City 


each day, to the head offices of the home-banks and. 


GERRARD & REID LIMITED 


BALANCE SHEET, 5th APRIL, 1962 


Issued and 


1961 

£ 
325,707 
31,999,810 


gi 


340,571 


Cash at Bankers and in hand 
Bills Discounted less rebate 


CURRENT ASSETS 


£ 
150,000 


1961 


fully pu 
150,000 


£ 
150,000 


Authorised 


Redeemable Cumulatlve Preference Shares of £1 each . 


о 


CAPITAL 
419 
6% 


29,043,664 


British Government Treasury Bills 


Commercial and other Bills 


Redeemable Cumulative Second Preference Shares of 


| each v ais s 
Ordinary Shares of £1 each .. 


7,964,662 
39,964,472 


11,227,115 


40,270,779 


1,100,000 — 1,100,000 


£1,100,000 


British and Dominion Government and United Kingdom 


CAPITAL RESERVE 


1,822,788 


7,993,498 
58,085,466 — 50,106,465 


2,684,057 


14,790,059 


Corporation Securities (quoted), at under market value 


Loans (secured) and amounts receivable .. 


49,004 


49,004 


Share premium account 
REVENUE RESERVES 


100,000 


General Reserve 


83,268 


1,332,272 


Profit unappropriated 


FIXED ASSETS 


237,416 


97 


97 


Shares in subsidiary company at cost 


1,446,420 


* Total Capital and Reserves .. 
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the London offices of the Commonwealth and foreign 
banks, to renew their loans in hundreds of thousands 
and millions, or, if a bank is ‘calling in’, to balance 
the ‘book’ otherwise. 


Interest Rates 


The vital safety valve is the granting of borrowing 
and rediscounting facilities at the Bank of England, 
the ‘lender of last recourse’. But there, of course, one 
deals on Bank rate, not market basis. In these days, 
the Bank of England terms have come to be called 
‘penal’. Another way is to lighten the holding of 
Government securities, the short bonds with no 
more than a few years to run, or less. 

Simple though it may sound when summed up, 
it is really a highly specialized business in which 
personality and an instinct for market conditions can 
be valuable assets. The profit and loss account in 
the reprint shows what the running of a portfolio of 
over [50 million means for holders of ДЗ million of 
equity capital. | 

Mr Whitaker, with these accounts, notes that the 
fortunes of the discount market fluctuated widely in 
the past financial year. There was the July crisis when 
Bank rate was raised from 5 per cent to 7 per cent 
which inevitably involved the market in losses. The 
cost of money goes up but there is no corresponding 
increase to be obtained at once from the assets on the 
other side. But the gradual reduction in Bank rate 
to 5 per cent, says Mr Whitaker, has restored 
profitably. 

The dividend would have been raised from ro 
per cent to 124 per cent but for the Chancellor's 
request for restraint, but it is the intention to recom- 
mend 125 per cent for the current year. - 


Statistics 


AVING already issued calendar year figures on 

interest and dividends, the London Stock 
Exchange now gives (in its recently published 
Statistics relating to securities quoted on the London 
Stock Exchange) the financial year view of market 
values and business. The total nominal value of all 
quoted securities by the financial year end on March 
30th, had risen to a new record figure: of £33,620 
million. The total market value at £50,223 million, 


` however, fell by £700 million on the 1961 total. Both 


the nominal and market value of Government 
securities ~ {21,819 million and £15,864 million 
respectively – fell on last year’s totals. 

The marks received — representing bargains recor- 
ded for Cfficial List purposes — were 3,493,908 – the 
highest ever recorded with the exception of the 
1959-60 figure of 4,396,175 which covered the 1959 
election boom period. A total of 1,606 applications for 
quotation were granted during the year representing 
a nominal amount of £2,273 million, of which new 
cash subscribed accounted for £711 million. 
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 5th APRIL, 1962 


NOTES ON THE ACCOUNTS 
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The notes [opposite] are to be read as part of this account 


There is a contingent liability on bills re-discounted, excluding Treasury bills, of 


Е 
171,799 
83,268 


255,067 


£ 


£ 


£5,018,630 (1961 £3,565,803). 


47,498 


143,421 
190,919 


to reserve for contingencies 


Profit for the year after providing for taxation and transfer 
Profit brought forward from 1961 


2, (а) 50,000 of the 48% redeemable cumulative preference shares shall be redeemed at 


ar on [4th March, 1966, a further 50,000 shall be redeemed on I4th March, 1969, 


and the remaining 50,000 shares shall be redeemed on I4th March, 1972. 


Р 


š Less: 
Dividends, 


f the company at 215. per share on or.after 14th March, 1977, but not later 


than 14th March 1980. 


(b) The 6% redeemable cumulative second preference shares are redeemable at the 
option o 


4,364 
7,350 


lative preference shares for the $ 
.. s. 7350 
11,714 


ded 14th March, 1962 А РА 
redeemable cumulative second preference shares 


less income tax 
e year ended [4th March, 1962 ... 


аг еп 
%, 


On 43% redeemable сити 
ort 


ye 
. On 69 
f 


` On ordinary shares 


ts has been included in "Loans (secured) and amounts receivable”. 


The amount recoverable in respect of income tax suffered in excess of taxation upon ` 


current profi 


3. 


11,484 
34,453 


57,65 1 


£197,416 £133,268 


57,651 


— 45,937 


f 24% (Paid 2nd December, 1961) .. 


Proposed final dividend of 73% . 


Interim dividend o 





The following items have been charged in the accounts:— 


4. 


Profit retained 


1961 


Represented by: 


29,066 
10,000 


29,405 


For management (including £2,655 Pension Fund contributions) 


Compensation payable to a former director for loss of office 


(a) Emoluments of directors: 


50,000 
83,268 


50,000 


147,416 


General reserve 


Increase in revenue reserves 
' Profit, unappropriated 








£197,416 £133,268 


THE 


684 
CITY NOTES 


ок all the periods of future boom, challenge and 
opportunity which are presumed to lie ahead, the 
stock-market, reflecting public investment opinion, 
seems particularly unimpressed. Generally, the equity 
markets have fallen back to their mid-March levels, 
which means that the rise which preceded and 
immediately followed the Budget has been lost. 

Within that movement, however, there has been 
strength in individual sections – insurance, property 
and entertainment, to mention three. In the shares of 
manufacturing companies, however, the tone has 
been mainly easier. 

'That reflects largely the flow of adverse company 
profit and dividend statements during the peak 
period of company news covering financial years 
ending in December and March. Even the optimists 
among company chairmen have been able to do little 
more than suggest a feeling that things might improve. 

Meanwhile, the City waits for signs of Treasury 
advice to the Chancellor to ease credit pressure. A 
small chink in the Treasury credit-control armour 
has come in the shape of a minor climb-down on 
overseas investment by industry, but something more 
potent is needed, in the City’s view, to push the 
economy ahead. 

The Government, however, seems more con- 
cerned with nailing the tattered shreds of its pay 
pause policy to the economic masthead. The crew 
would be better employed manning the pumps. 
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RATES AND PRICES 
Closing prices, Wednesday, May 23rd, 1962 


Tax Reserve Certificates: interest rate (28.4.62) 23% 


Bank Rate 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Dec. 8, 1960 5% Mar. 8, 1962 53 
July 26, 1961 7% Mar. 23, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 . 44A 
Treasury Bills 
Mar. 16 £4 175 757d%  Aprilio £4 5s 4°31d% 
Маг. 23 £4 9s 047d $^ April27 £4 15 o° 54d 92 
Маг, зо £4 85 ród%  May4 £4 15 9'772d5, 
April 6 £4 75 pozd% May 11 £3 19s 8 71d 9, 
Арп 13 £4 6s 854d% May 18 £3 175 1'044% 
Money Rates 

Day to day 2: Bank Bills 
7 days 24—31 2 months 4—41t % 
Fine Trade Bills ° — 3 months 4-411 9 

3 months 51-656 4 months 4744 % 

4 months 513-6 5$ 6 months 4741 75 

6 months 51-6355 

Foreign Exchanges 
New York 2:81j—i& Frankfurt 1123-4 
Montreal 3:051—06 Milan 17444-54 
Amsterdam то:104-ф Oslo 20:051 
Brussels 139:991-1 Paris 13°774-} 
Copenhagen 19:371—38 “Zürich 12:13$— 141 
Gilt-edged 

Consols 4% 6343 Funding 3% 59-69 844 
Consols 24% 41 Savings 3 97 60-70 813 


Savings 3% 65-75 72 
Savings 24% 64-67 878 
Treasury 5$ 5; 2008-12 90} 
‘Treasury 5% 86-89 844 
Treasury 33% 77-80 70% 
Treasury 3375 79-81 70% 


Conv'sion 54 % 1974 91i 
Conversion 5% 1971 92 
Conversion 34% 1969 87 
Conversion 34% 55$ 
Exchequer 54% 1966 100 & 
Funding 53% 82-84 93% 


Funding 4% бо-до — 884 Treasury 24% 407; 
Funding 33% 99-04 627% Victory 4% 96$ 
Funding 3% 66-68 861 War Loan 3} 55% 





Current Law 


Contributory’s Winding-up Petition 
Dismissed 

TU petitioner in Re Davis Investments (East 
Ham) Ltd ([1961] 3 АП E.R. 926) sought the 
winding-up of the company under section 222 (f) 
of the Companies Act, 1948, on the ground that 
it was just and equitable to wind it up, as he had lost 
confidence in the respondent, who was the only other 
shareholder – each of them held fifty shares — and 
was unable to continue to associate with him in the 
efficient conduct of the company's business. He 
claimed that the position was similar to that of 
_ partners who cannot agree, in which case the partner- 
ship may be dissolved, but he supported his petition 
with nothing but the statutory affidavit (see Form 9 
in the Appendix to the Companies (Winding-up) 
Rules, 1949). No evidence was put in on behalf of the 
respondent, the defence being merely that the petition 

did not show any sufficient case for an order. 


The Court of Appeal dismissed the petitioner's 
appeal from the decision of Plowman, J., who had 
dismissed the petition, pointing out that he had not 
the company's articles of association before him 
and so could not understand the legal rights of the 
parties, As Danckwerts, L.J., said in the Court of 
Appeal, it might be that the position of the contending 
parties might be decided by the terms of the articles, 
but the Court had been given no guidance as to 
whether or not it was. 


Undue Influence by. Intended Husband 


S who was about to marry Z., executed a deed 
whereby she relinquished all rights against his 
estate which she might have *whether by virtue of the 
Inheritance (Family Provision) Act, 1938, of the 
Intestates' Estates Act, 1952, or by virtue of any 
statutory enactment or modification thereof’. The 
consideration for her so doing was the payment to 
her of £600 on Z.’s death in the event of the marriage 
being solemnized. The marriage took place and had 
the effect of revoking a will which Z. had made in 
favour of his children by a former marriage; he then 


n 
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died intestate. His sons sought a declaration that S. 
was entitled to £600 only, and S. counterclaimed that 
the.deed was not binding on her. One of the grounds 
of her counterclaim, and the one on which the case 
turned, was that she was at the time when she executed 
the deed engaged to Z. and had complete confidence 
in him in regard to financial matters, so that he stood 
in a confidential relationship to her and the agreement 
was procured by his undue influence. 

In Zamet and Others v. Hyman and Another 
([1961] 3 АП E.R. 933) the Court of Appeal dis- 
missed an appeal from Pennycuick, J., who had dis- 
missed the plaintiff's claim and granted S.'s counter- 
claim. Lord Evershed, M.R., found that the relation- 
ship subsisting between a man and a woman engaged 
to be married was one which gave rise to an obligation 
of candour and protection and, furthermore, that the 
presumption of undue influence might arise although 
the parties were not young. (At the time of the engage- 
ment Z. was 79 and S. 71.) His lordship held that 


an engaged couple appeared on its face much more 
favourable to one party than to the other the Court 
might find a fiduciary relationship so as to cast on the 
party benefited the onus of proving that the transac- 
tion was completed by the other party only after full 
free and informed thought about it. 
On the facts, their lordships found that strict proo 
was required that when S. executed the deed she 
fully understood its significance, after full, free and 
informed thought about it, and that the appellants 
had failed to discharge the onus upon them and to 
prove that S. really did understand and was fully 
informed about the transaction. 


Date when Residue ‘Realized’ 


N Re Petrie, Lloyds Bank Lid v. Royal National 

Institute for the Blind and Others ([1961] 3 All E.R. 
1067) a share of the testatrix’s residuary estate was 
(in the events which happened) held upon trust for 
‘any national appeal to the public which may exist 
in the United Kingdom at the time when the residue 
of my estate is realized’ for contributions for certain 
research purposes. The question arose whether this 
gift was void for remoteness on the ground that the 
beneficiary might not fall to be ascertained until more 
than twenty-one years after the death of the testatrix. 

The Court of Appeal (allowing an appeal from 
Pennycuick, J., who had taken the date of realization 
to be the point in time when the last of the estate was 
converted under the trust for conversion contained 
in the will) held that the words ‘when the residue of 
my estate is realized’ referred to the date when the 
shares of residue should be ‘receivable or de jure 
receivable’, viz. on the completion of the administra- 
tion of the estate in the ordinary.course or the expira- 
tion of the executor’s year, whichever should first 
happen. As the administration of the estate had not in 
fact been completed within one year of the testatrix’s 
death, the relevant date was in fact the expiration of 
that year. It followed that the gift was not too remote. 
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Тће Court left open the question whether, even if 
the words ‘when the residue of my estate is realized’ 
should be construed as referring to the date of the 
last sale, or the last statutory application, of assets, 
the Court ought to hold, having regard to the known. 
facts about the estate, that the date intimated was one: 
possibly as remote as, or more remote than, twenty- 
one years from the testatrix's death. 


When a Beneficiary is ‘Born’ 
'RUSTEES exercising their power of appoint- 
ment over a trust fund set up by the will of S.. 

appointed a part of the fund to W. for his life and. 
after his death to any widow born in the lifetime of S. 
whom W. might leave him surviving during her 
widowhood. W. died leaving surviving, him his widow, 
who was born six months and eighteen days after the: 
death of S. and was accepted as having been en ventre 


. sa mère at his death. In Re Sterns Will Trusts, 


‚ Bartlett and Another о. Stern and Others ([1961] 3 АП. 
where a deed of arrangement or settlement between | 


E.R. 1129) Russell, J. (as he then was), held that the: 
fictional construction that a person en ventre sa mère at 
a particular date was born at that date, if subsequently 
born alive, should be applied. It appears that hitherto 
the rule of construction in question had only been 
applied in the case of class gifts, but Russell, J., said 
that he found it very difficult to see in reason or in. 
logic why the rule should be so limited. 

His lordship referred to Elliot v. Joicey ([x935] 
A.C. 209) where Lord Russell of Killowen said that 
the fictional construction might be applied only 
if its application would secure to a, child a benefit 
to which it would have been entitled if it had been. 
actually born at the relevant date, anti that the only 
reason and the only justification for applying such a 
construction was that where a person made a gift to a 
class of children or issue described as ‘born’ before 
or ‘living’ at or ‘surviving’ a particular point of time 
or event, a child en ventre sa mére must necessarily 
be within the reason and motive of the gift. 

Russell, J., said that it seemed to him that the reason. 
and motive of the gift contained in the appointment 
was plainly to confer a benefit on W.'s widow; his. 
lordship found nothing in Lord Russell of Killowen’s. 
statement of the principle which limited the applica- 
tion of the fictional construction to class gifts, and he: 
accordingly declared that W.’s widow was entitled’ 
during her widowhood to the income of the appointed. 
part of the trust fund. 


Variation of Investment Clause 

N Ке Clarke’s Will Trusts ([1961] 3 All E.R. 1133) 

will trustees sought the Court’s approval of an 
arrangement for enlarging their investment powers. 
by deleting from the relevant clause of the will 
certain requirements as to dividend history „and. 
certain restrictions on the size of holdings in individual. 
companies. 

Since the Trustee Investments Act, 1961, came: 
into force the judges have shown themselves dis- 
inclined to vary investment provisions so as to give: 
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trustees wider powers than those which the Legislature 
has thought desirable. 

Russell, J. (as he then was), expressed himself to be 
in agreement with the views which his brother judges 
had taken, but felt that in the instant case the trusts 
could be varied without conflicting with those views. 
'The terms of the will permitted the whole fund to be 
invested in ordinary shares, though subject to the 
restrictions which have been referred to above. Тће 
Act.of 1961, in so far as it permits investment in 
ordinary shares, places no fixed limit on the size of 
investment in any one company. Furthermore, in 
requiring a respectable dividend history, it provides 
(Schedule r, Part 4, paragraph 3) that a company 
formed to take over the business of another company 
or other companies should have notionally attributed 
to it the dividend history of the company or companies 
taken over, whereas the testator's requirements as to 
dividend history made it impossible to accept shares 
in a new company. 

Russell, J., decided that a variation of the invest- 
ment provisions which brought the safeguards 
imposed by the testator more into line with those 
imposed by the Act could be made consistently 
with the Act and the decisions on variation reached 
after it came into force. His lordship accordingly made 
an order whereby the quantitative limitation on in- 
vestments was removed and the statutory restrictions 
on investing in ‘wider range’ investments were sub- 
stituted for the testator's requirements as to dividend 
history. 


Notice of Meeting not Given. 


N error, ning shareholders holding. between them 

IOI Out of 692,718 issued shares were not sent 
notices of an annual general meeting of a company at 
"which a special resolution for the reduction of the 
capital of the company was to be proposed. Article 
75 of the company's articles of association was in 
terms identical with those of article 51 of Table А to 
the Companies Act, 1948, which provides: 

"The accidental omission to give notice of a meet- 
ing to, or the non-receipt of notice of a meeting by, 
any person entitled to receive notice shall not in- 
validate the proceedings at that meeting.' 

'The question arose whether notice had been duly 
given for the purposes of section 141 (2) of the Act 
within the terms of section 141 (s). The relevant 
provisions of section 141 are as follows: 

*(2) A resolution shall be a special resolution when 
it has been passed by such a majority as is required 
for the passing of an extraordinary resolution [as 
provided in subsection (1)] and at a general meeting 
of which not less than twenty-one days' notice, 
specifying the intention to propose the resolution as 
a special resolution, has been duly given... . 

'(s) For the purposes of this section, notice of a 
meeting shall be deemed to be duly given and the 
meeting to be duly held when the notice is given and 
the meeting held in manner provided by this Act 
or the articles.' 

In Re West Canadian Collieries Ltd ([1962] 1 All 
E.R. 26), Plowman, J., having observed that there 
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appeared to be no authority as to the effect of such 
an article as article 75, held, on the facts, that the 
omission to give notice to the nine members was 


‘accidental’ within the meaning of that article. This. 


meant that the proceedings at the meeting were saved 
from invalidation. By implication article 75 also 
validated the manner of convening the meeting, since 
in the absence of such an implication there could be no 
meeting the proceedings of which could be validated 
by the articles, as it is well settled as regards a general 
meeting that failure to give notice to a single person 
entitled to receive notice renders the meeting a nullity. 
It followed that the special resolution (having been 
passed by the requisite majority) was duly passed. 


Contract Made by Agent 
HE plaintiff in Davies v. Sweet ([1962] 1 АП 
E.R. 92) offered P., a partner in a firm of estate 
agents, £75 for certain land. The plaintiff paid Р. 
£5 by way of deposit and received a receipt, written 
on paper belonging to the firm and headed ‘Chartered 
auctioneer and estate agent’. So far as is material the 
receipt read ‘Received’ from the plaintiff ‘a deposit of 


£5 for land on which Evans Row houses previously 


stood .. . sold at {75...F. A. Phillips & Son [the 
name of the estate agents]’. The plaintiff sued for 
specific performance of the contract and the judge of 
the Merthyr Tydfil County Court made the order 
sought. The Court of Appeal dismissed the defen- 
dant’s appeal. D 

The principal issue was the sufficiency, for the 
purpose of section 40 (1) of the Law of Property Act, 
1925, of the receipt as a memorandum of the contract 
of sale. Ordinarily an estate agent has no authority 
to enter into or sign a contract on behalf of a vendor, 
but the Court of Appeal held that in the present case 
authority to enter into such a contract should be 
inferred from the circumstances. The Cou-t of 
Appeal was satisfied that the land was adequately 
described in the receipt: the real question was whether 
the vendor was sufficiently described. The receipt 
contained no words to show that the estate agents 
were signing merely as agents for some principal in 
such a way as to show that they were not intended to 
be bound. If the purchaser had been ignorant cf the 
identity of the principal, there was no doubt that 
the memorandum would be sufficient, but, in fact, the 
purchaser knew who the principal was. 

In Abdul Karim Basma v. Weekes ([1950] 2 All E.R. 
146), however, Lord Reid, delivering the advice of the 
judicial Committee of the Privy Council, had said 
obiter that an agent who contracts in his own name 
does not cease to be contractually bound because it is 
proved that the other party knew, when the contract 
was made, that he was acting as agent. It followed that 
the agreement made in his name did not in that event 
cease to contain the names of the contracting parties 
and, therefore, did not cease to satisfy the statute. 
Applying that dictum, the Court of Appeal held that 
the memorandum in the instant case sufficiently 
contained the names of the contracting parties. 
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TWELFTH NATIONAL TAXATION CONFERENCE 
Sm SCARBOROUGH, OCTOBER 19th to 22nd, 1962 


The twelfth National Taxation Conference to be 
organized by our contemporary Taxation is to be held 
in Scarborough from October 19th to 22nd. 

The conference which will be under the chairman- 
ship of Mr Percy F. Hughes, Editor of Taxation, is open 
to members of the accountancy and legal professions 
in practice, and to those in industry and commerce. 

'The provisional programme outlined below gives 
details of the business sessions and varied social 
events arranged; there will also be an attractive 
programme for the lady visitors. 


PROVISIONAL PROGRAMME 


АП business sessions will be held in the Olympia 
` Ballroom, Scarborough. 


Friday afternoon, October 19th. 
Short inaugural address by the Conference Chairman, 
Mr Percy F. Hughes, followed by a civic welcome by 
the Mayo: of Scarborough, Councillor W. H. Smith. 
It is hoped that lady visitors will attend these events. 

Address by Mr E. H. Gordon, B.a., taxation con- 
sultant with Slaughter & May, formerly a Principal 
Inspector of Taxes, Board of Inland Revenue, on 
“Таханоп problems of family companies seeking 
public finance’. 

Chairman: Мг С. L. Barker, Е.А.С.С.А., Immediate 
Past-President, 'The Association of Certified and 
Corporate Accountants. 


Friday evening: 

A reception and cocktail party will be given by the 
Editor of Taxation in the Ballroom of the Grand Hotel, 
to which all members and their ladies will be invited. 


7 Saturday morning, October 20th. 
Brains 'Trust: Questions on quotations from the 
Income 'Tax Acts and decided cases in the Courts. 

Chairman: Mr James S. Heaton, Е.С.А. 

Panel: Mr J. Christie, A.c.4., Mr Maurice F. Coop, 
B.A., Mr J. M. Cooper, А.А.С.С.А., А.С.1.5., Mr L. Хагу, 
H.M. Inspector of Taxes. 

For the ladies: By special arrangement with 
Marshall & Snelgrove — A demonstration of care of 
the hair etc. will be held in the Ballroom of the Grand 
Hotel, to which all lady guests will be invited. 


Saturday afternoon: 


Address by Mt P. Н. Sée, с.в., Parliamentary Counsel, 
on “Drafting the Finance Bill’. 

*~ Chairman: Mr G. A. Usher, M.B.E., T.D., C.A., Im- 
mediate Past President, The Institute of Chartered 
Accountants of Scotland. 

Address by Mr A. Dale, F.A.C.C.A., on “Taxation and 
industry — with particular reference to tax problems 
concerned with United Kingdom entry into the 
European Common Market'. 


Chairman: Mr А. E. Dawson, F.C.A., Immediate Past 


President, The Institute of Chartered Accountants in 
Ireland. 


Saturday evening: 

Civic reception and dance to be given by the Mayor 
of Scarborough in Тће Spa Ballroom. Evening dress 
or dinner jacket. Invitations will be extended to all 
those attending the conference. 


Sunday morning, October 21st. 


Morning Service for conference members and their 
ladies at St Mary's Parish Church, conducted by the 
Rural Dean of Scarborough, Тће Rev. Canon D. 
Oxby Patker, M.A. 


Golf competition: An eighteen-hole Stableford Golf 
Competition for the Taxation Challenge Cup will be 
held on the course of the South Cliff Golf Club, 
Scarborough. 


Monday morning, October 22nd. 


Address by Mr Geoffrey Stevens, M.P., F.C.A., on 
*History and work of the Ways and Means Committee of 
the House of Commons – with particular reference to 
the Finance Act, 1962’. 

Chairman: Mr Ernest Long, F.c.1.s., member for 
finance and administration, Central Electricity Genera- 
ting Board. 


Address by Dr А. S. Silke, м.сом., PH.D.(CAPE 
TOWN), C.A.(S.A.), on ‘How fair is the United Kingdom 
tax system?” 


Chairman: Мг F. M. W. Hird, Е.С.А., F.C.W.A., Im- 
mediate Past President, The Institute of Cost and 
Works Accountants. 


For the ladies: An interesting event is being arranged 
for the lady guests to the conference, details of which 
will be announced later. 


In General 


Special facilities will be granted to all members of 
the conference by the Corporation of Scarborough. 


Readers wishing to attend the conference are asked 
to make a nominal contribution of two guineas per 
person towards the conference expenses. No further 
charge whatsoever will be made, all social functions 
being free. Those who attend will, of course, ђе 
responsible for their hotel accommodation and travel. 


Early Application Desirable 
Early application for registration for the conference is 
important as numbers have to be restricted. Special 
travel arrangements are being undertaken and detailed 
particulars of rail services are available upon applica- 
tion. 

A registration form and list of hotels will be for- 
warded upon request to: Тће Conference Secretary, 
98 Park Street, London Wi. The choice of hotels is 
restricted and immediate application is advised. 
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А monthly feature designed to keep readers - 
whether in practice or in commerce - abreast of the 
latest developments in the field of office equipment. 


‘Package’ Accounting System 

“P. businesses opetating on a limited budget it is 

particularly important to know exactly what 
expenditure will be involved when contemplating 
installation of a new office system. A recently an- 
nounced scheme by Monroe known as Plan 550 
(because the total cost is 2550) provides, as a package 
deal, all the ingredients for a small machine accounting 
system. 

The machine in question is the maker’s 1668200 
with full figure keyboard, which comes equipped with 
standard mechanical programme for sales ledger, 
purchase ledger and payroll. Other items are a machine 
stand with two side extensions, a posture chair, suffi- 
cient stationery to last several months, one or two 
ledger trays and a set of guide index cards. Installation 
time has been minimized and operator training pro- 
cedure streamlined Should the machine ever break 
down, another, similarly programmed, will be supplied 
in as short a time as possible. 





Monroe Plan 550 


'This new scheme supplements, but does not super- 
sede, existing arrangements which provide programme 
variations and additional programmes where needed, 
contract hire, or rental before purchase. 

Monroe Calculating Machine Co Ltd, Bush House, 
Aldwych, London WC2. 


Decimals No Obstacle 


EOPLE who hesitate to put in a new accounting 
system owing to the uncertainty about adoption of 
the decimal system can go ahead with confidence if 
they use autographic registers. ''he makers of Paragon 
equipment point out that the only change needed in 
their systems, should decimalization be used, is the 
redesign of cash columns of customers' forms. 
Autographic registers provide a compact and easy 
way of filling multiple copies of handwritten forms. 
'These forms, designed to individual requirements, are 
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automatically interleaved with carbon as they pass 
through the register. A single movement of a lever 
ejects all the completed copies but one, this being 
retained in a locked security compartment. 

Typical applications for autographic registers, which 
can be supplied in portable form and with or without 
а cash drawer, are recording of retail sales, order- 
taking, stock issuing and invoicing. 

Lamson Paragon Ltd, Paragon Works, London E16. 


` Medium-size Typewriter 
Es increasing number of semi-portable type- 
writers now available shows that their usefulness 
is being appreciated. This is not surprising, as these 
machines are almost as sturdy as the standard kind, 
have many of their features, cost much less and can be 
moved from place to place without difficulty. 

Olivetti, whose Studio 44 (described by them as a 
‘desk model’) falls into this category, have recently 
produced an improved version of this machine. New 
features include transparent paper holders to maintain 
a firm grip even at the extreme top and bottom margins 
of the paper and a paper table which provides a flat 
surface for making erasures and prevents paper from 
curling round the platen. These points, which may 
seem trivial to the non-typist, are worth-while advan- 
tages to the busy user. 

The design of the carriage return lever and platen 
knobs has been improved, the makers say. Features 
retained from the earlier model include key-set tabula- 
tor, horizontal and vertical half-spacing, a four- 
positional line-space selector with an extra position 
for inter-line spacing and a carrying case. Typefaces 
are elite, pica and Bodoni. 

Price £36 including carrying case. 


— 


- 
British Olivetti Ltd, 30 Berkeley Square, London 


Wi. 
Unit Furniture 

AE improvement in appearance 

usually results from the installation of modular 
furniture in an office. In a small room, its ability to 
economize in floor space makes a cramped area seem 
more spacious, and in a large office its clean-cut regular 
lines give a pleasing impression of order and purpose. 

A new reasonably priced series of this type, Unit 
Line, is finished in light, medium or dark oak veneer 
with black plinths and satinized brass handles. A 
typical two-person work station comprises two single- 
pedestal four-drawer desks linked by a shared two-way 
joe ee with adjustable shelves. This assembly costs 
£56. 

Other components are an extension two-drawer 
table unit, a free standing single-pedestal four-drawer 
desk with a top measuring 4 ft by 2 ft 3 in. and a 
similarly sized two-drawer table. 

Delivery is normally made from stock, the makers say. 

Free-standing desks and tables are priced at £21 and 
£17 15s respectively, extension desk units and table 
units are £17 15s and £15 12s 6d. 

Glenhill Office & Industrial Furniture Ltd. 


> 
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Portable Recorder 


SMALL, lightweight dictating machine usually 

leads a busy life since, being relatively expensive, 
it is often shared by several people. Dictaphone's 
newest model, Travel-master, has therefore sensibly 
been designed to use a medium which may be trans- 
cribed on a full-size office machine, thus leaving the 
portable free for recording. 





Travel-master Dictating Machine 

Travel-master weighs less than 5 lb., measures 
8 by 6 by 2$ in. and runs from re-chargeable nickel- 
cadmium batteries whose life is said to be as long as 
that of the machine itself. Up to four hours’ recording 
may be done before recharging is necessary and 
dictation can continue while the machine is plugged 
into the main for battery recharging. 

Like others in this maker’s range, the portable model 
makes a permanent, non-erasable record on a light- 
weight flexible plastic sleeve which is discarded or 
filed after transcription. Cased in cast magnesium, 
it incorporates printed circuits and а three-stage 
amplifier with ten transistors. 

Price of £105 includes a carrying case which also 
holds the 2 in. diameter charging unit. 
er Co Ltd, 17-19 Stratford Place, London 

T; 

For Mailroom Economy 


NY organization which frequently exchanges 
correspondence with, for example, branch offices 
ог regular customers, could profit by studying а new 
catalogue issued by Envopak Ltd. Well produced and 
illustrated, this provides details and prices of a wide 
variety of plastic containers which form an economical 
and labour-saving alternative to envelopes, paper and 
string. 
Envopaks, which are accepted by the G.P.O. even 
for registered mail, are made in flat, envelope shapes 
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or with gussets for bulky contents. All have metal zips 
to which a metal seal is affixed. Pockets, covered with 
transparent plastic, carry address cards. 

A typical set of supplies – four foolscap plastic 
envelopes, printed address cards, seals, stamp insert 
slips and two openers is priced at 26 6s 2d. Соп- 
servatively based on a two-year working life (three to 
four years is more probable) and five transmissions per 
week, this works out at 1:45d per time — a very favour- 
able comparison with the price of stationery of suitable 
size and strength. 

Envopak Ltd, Envopak Works, Powerscroft Road, 
Sidcup, Kent. 


Line-selecting Duplicator 


REASONABLE price and some interesting 

design features will recommend the Spacemaster 
line-selecting spirit duplicator to firms who have not 
previously used this economical method for the filling 
of office and factory forms. The machine, which can, 
of course, also be used for ordinary spirit duplicating, 
is designed specifically for use in production, material 
and purchase order control, order dispatch and 
invoicing procedures and in any other systems where a 
number of documents of varying content must be 
reproduced from permutations of the same basic 
information. 

The line-selection mechanism centres round ап 
endless belt of new design. The master document, 
which can be inserted immediately at any time without 
‘zeroing’ the machine, is wrapped round the drum 
with its length across the drum width. Lines are 
selected by a tabulator, controled by a pedal, and 
supplemented by hand levers which allow a changeover 
from forward to backward movement or vice versa. 
Tabulator spacings, which correspond with line 
spacings on the duplicated forms, can be widely 
varied by a single control — a valuable feature which 
allows the use of systems employing forms with 
different spacing. Price: £385. 

Office Mechanization Ltd, Ofrex House, Stephen 
Street, London WI. 
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Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Fudgments, in 
the ‘Annotated Tax Cases’. 


Brooke Bond & Co Ltd v. С.В. 
Brooke Bond & Co Ltd v. Butter 


In the High Court of Justice (Chancery Division) 
April 6th, 1962 
(before Mr Justice WILBERFORCE) 


Income tax – Double taxation relief — Dividend from 
overseas company — Grossing-up of dividend for overseas 
tax — Deduction of sum equal to overseas tax — Loss by 
overseas company — Tax deducted repaid — Whether 
sum repaid is part of appellant's overseas income — 
Foreign possession — Whether amount repaid is income 
therefrom — Income Tax Act, 1952, Schedule D, Case V 
(section 123), section 248, Schedule 16, paragraphs 8, 9 – 
Schedule 17, paragraphs r, 3. 

'The appellant held all the shares in an Indian 
company which in October 1954 declared a dividend 
of £18,000 on its preference shares, and also a divi- 
dend of £239,063 on its ordinary shares, for the period 
ended June 3oth, 1954, and deducted from the latter 
£67,479 in respect of Indian income tax and £52,216 
in respect of supertax. 'The Indian company paid to 
the Indián Revenue the sum of £135,417 in respect 
of income tax and supertax applicable to the dividend. 
The £67,47¢was in Indian law a part of the dividend, 
representing an amount of tax deemed to have been 
paid by the Indian company in respect of the dividend, 
and was treated as a part of the appellant company's 
income for Indian tax purposes, and as having been 
paid on its behalf by the Indian company. 

In a later year loss relief became available to the 
Indian company, and the amount of supertax, £52,216, 
and the amount of income tax, £67,479, making a 
total of £119,695, were repaid. 

'The appellant claimed unilateral relief, under 
section 348 of the Income Тах Act, 1952, in respect 
of the dividend, and contended that the amount of 
Indian tax, with which it should be credited for double 
tax relief, was the £135,417. The second respondents 
contended that only £67,938 should be credited, i.e. 
£135,417 less the £67,479. The Special Commis- 
sioners accepted the latter view. 

An assessment in the sum of £325,001 under Case 
V of Schedule D was made upon the appellant in 
respect of its income from the Indian company. 'This 
amount was arrived at by (i) deducting the £119,695 
from the £239,063, (ii) adding the preference divi- 
dend, £18,000, (iii) adding the £135,417. The appel- 
lant contended that the /67,479 included in the 
calculation of the £135,417 was not its income includ- 
ible in the Case V assessment. The Special Com- 
missioners decided that the £67,479 was so includible. 
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Held: (1) the £67,479, which had been refunded 
by the Indian Revenue was not a part of the appel- 
lant's credit for Indian tax for the purposes of uni- 
lateral relief; (2) the £67,479 was an item of the 
appellant's Case V assessment. 


Fitch Lovell Ltd v. C.I.R. 
In the High Court of Justice (Chancery Division) 
April 6th, 1962 
(Before Mr Justice WILBERFORCE) 


Stamp duty — Purchase of shares — Agreement for sale 
of shares — Reduction of value of shares — Incomplete 
transfer deeds to sub-purchaser — Covering letter stating 
sub-purchaser as transferee — Sub-purchaser registered 
as shareholder — Whether transferred deeds stampable 
by reference to sale (not sub-sale) consideration — 
Stamp Act, 1891, sections 54, 58, 59. 


The appellant acquired all the shares in a company / 
(1.8.5.) in exchange for shares in itself valued at 
305 4d a share, and this sale took place on November 
29th, 1958. On December 22nd, 1958, the appellant 
agreed to sell the shares to its subsidiary (Lovell 
& Christmas); and the agreement rested when 
steps were to be taken to reduce the value of the 
I.B.S. shares to rd. On the following day a general 
meeting of I.B.S. created a new class of 4oo 
preferred ordinary shares of 55 each, which con- 
ferred the right to a fixed preferential dividend 
at the rate of /2 million a year and to a payment of 
£3 million out of the assets on a winding-up. The 
auditors of I.B.S. then certified that the ordinary 
shares in I.B.S. were worth 1d each. 

Completion of the sub-sale took place on December 
24th, 1958, when Lovell & Christmas paid the price 
for the shares, 14 each, and the appellant handed 
over the transfer deeds signed by the original 
vendors but not completed as to the transferee. 
Lovell & Christmas submitted these deeds, as they 
were, to I.B.S. for registration, but accompanied 
by a covering letter stating that Lovell & Christmas 
was the transferee, and that company was registered 
as the holder of the shares in I.B.S. | 

Тће Inland Revenue assessed stamp duty of 236 
on the covering letter, and they also assessed the 
stamp duty on the transfer deeds at £13,238 6s 
based on the original price of 30s 4d. The appellant 
appealed against the latter assessment contending 
that there had been a transfer of the I.B.S. shares 
direct from the original shareholders to Lovell & 
Christmas. The respondents contended that there 
had been two sales; and that the transfer deeds were 
stampable in respect of the first sale on the footing 
that the consideration was 30s 4d a share. 


Held: whether the transfer deeds were convey- 
ances on sale to the appellant or were conveyances 
on sale to Lovell & Christmas they were in either 
event stampable on the basis that the consideration 
was 30s 4d a share. 


~ 
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New Legislation 


All new Acts will be noted in this column, together with those Statutory Instruments which are 
of interest to the profession. The date given indicates when an Act received the Royal Assent 


or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Limited, 151 Strand, London WC2 


STATUTES 
(10 & 11 Eliz. 2) 

Chapter 8: Civil Aviation (Eurocontrol) Act, 1962 
An Act to make provision in connection with the inter- 
national convention relating to co-operation for the 
safety of air navigation, known as the Eurocontrol 
Convention; to provide for the recovery of charges for 
services provided for aircraft; to authorize the use of 
certain records as evidence in proceedings for the 
recovery of such charges or proceedings under the Air 
Navigation Order; and for purposes connected with 
the matters aforesaid. 


ePrice Is net. February 21st, 1962. 


Chapter 9: Local Government (Financial Pro- 
visions etc.) (Scotland) Act, 1962 


Ап Act to provide in respect of the year 1961-62 for 
revision of the apportionment of expenditure and of 
general grants among local authorities in Scotland; to 
make further provision as respects Scotlend with 
respect to the amounts payable in lieu of rates or by 
way of rates by the British Transport Commission, 
Electricity Boards and Gas Boards, with respect to 
relief from rates of charitable and other similar bodies, 
with respect to sums borrowed by local authorities 
and with respect to valuation Appeal Committees, 
demand notes for rates, and corrections of the valuation 
roll; and for purposes connected with the matters 


aforesaid. 
Price 15 3d net. February 21st, 1962. 


~ 
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Chapter ro: Army Reserve Act, 1962 


An Act to make further provision with respect to 
reserves for the regular army. 


Price 15 net. March 15th, 1962. 


Chapter xr: Consolidated Fund (No. 2) Act, 1962 


An Act to apply certain sums out of the Consolidated 
Fund to the service of the years ending on the thirty- 
first day of March, one thousand nine hundred and 
sixty-one, one thousand nine hundred and sixty-two 
and one thousand nine hundred and sixty-three. 


Price 3d net. March 29th, 1962, 


T Chapter 12: Education Act, 1962 


An Act to make further provision with respect to 
awards and grants by local education authorities and 
the Minister of Education in England and Wales, and 
by education authorities and the Secretary of State in 
Scotland, and to enable the General Grant Order, 
1960, and the General Grant (Scotland) Order, 1960, 
to be varied so as to take account of additional or 


reduced expenditure resulting from action (including 
anticipatory action) taken in accordance with that 
provision; to make further provision as to school leav- 
ing dates; and for purposes connected with the matters 
aforesaid. 


Price 1s 3d net. March 29th, 1962. 


Chapter 13: Vehicles (Excise) Act, 1962 
An Act to consolidate certain enactments relating to 
excise duties on mechanically propelled vehicles, and 
to the licensing and registration of such vehicles. 


Price 2s ба net. March 29th, 1962. 


Chapter 14: Telegraph Act, 1962 
An Act to consolidate certain enactments empowering 
the Postmaster-General to regulate the use of telegraphs 
and the general conduct of telegraphic business. 


Price 5d net. March 29th, 1962. 


Chapter 15: Criminal Justice Administration Act, 
1962 

Ап Act to provide for the appointment of additional 
puisne judges of the High Court, of assistant clerks of 
assize and of a sheriff for part of the West Riding of 
York; to amend the law relating to courts of quarter 
sessions and to the administration of criminal justice 
in England and Wales; and for purposes connected 
with those matters. 


Price 1s 6d net. March 29th, 1962. 


Chapter 16: Forth and Clyde Canal (Extinguish- 
ment of Rights of Navigation) Act, 1962 


Ап Act to extinguish any right of navigation on the 
Forth and Clyde Canal, and the obligations upon the 
British Transport Commission to keep that canal open 
and to maintain it for purposes of navigation. 


Price 5d net. March 29th, 1962. 


Chapter 17: Commonwealth Settlement Act, 1962 


An Act to extend the period for which the Secretary of 
State may make contributions under schemes agreed 
under section one of the Empire Settlement Act, 1922. 


Price 3d net. March 29th, 1962. 


Chapter 18: British Museum Act, 1962 


An Act to enable the 'T'rustees of the British Museum 
to lend certain works of art for exhibition in Vienna 
under the auspices of the Council of Europe. 


Price 3d net. April 18th, 1962. 
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Chapter 19: West Indies Act, 1962 

Ап Act to enable provision to be made for the cesser 
of the inclusion of colonies in the federation estab- 
lished under the British Caribbean Federation Act, 
1956, and for the dissolution of that federation and for 
matters consequential on the happening of either of 
those events; to enable provision to be made for the 
establishment of common courts and other authorities 
for, and fresh provision to be made for the government 
of, certain West Indian colonies; to enable provision 
to be made for the establishment of new forms of 
government for combinations of such colonies; and for 
purposes connected with the matters aforesaid. 


Price rs net. April 18th, 1962. 
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STATUTORY INSTRUMENTS 


The Charities (Registration) (Commencement 
No. 3) Order, 1962 


(S.I. 1962, No. 698) 
The registration of charities provided for by section 4175 
of the Charities Act, 1960, does not apply to charities 
founded before 1961 until dates to be appointed. This 
Order appoints September 22nd, 1962, as that date in 
relation to charities for the benefit wholly or mainly of 
any part of any of the administrative counties and 
county boroughs specified in the schedule and also in 
relation to 'general' charities, that is to say, charities 
not for the benefit wholly or mainly of particular areas 
within England and Wales. 


Price 3d net. April 2nd, 1962. 


LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


TWENTIETH ANNUAL GENERAL MEETING 


'The twentieth annual general meeting of the London 
and District Society of Chartered Accountants was 
held in the Oak Hall of the Institute, Moorgate Place, 
London, on Tuesday of last week, Mr С. F. Ansell, 
Е.С.А., Chairman of the Society, presided. 

'The annual report of the Committee was reproduced 
in The Accountant of April 28th. 


CHAIRMAN'S ADDRESS 


Proposing the adoption of the report and accounts, 
the Chairman said: 

The notict of this meeting, the annual report for the 
year ended March 31st, 1962, and the accounts for the 
year ended December 31st, 
1961, have all been in your 
hands for the requisite 
period. May I take it that 
you would wish to take these 
three documents, as well as 
the auditors' report, as read? 
(Agreed). 


Accounts 

'The accounts do not show 
such a large surplus income 
as those of the previous year. 
This is largely due to the 
fact that it is neither neces- 
sary nor desirable for the District Society to build up 
large funds since all our essential expenditure is 
covered by grants from Institute funds. The main 
factor affecting our annual surplus is the degree of 
accuracy with which we are able to budget for self- 
balancing functions such as luncheons, dinners, 
conferences and the like. The deficit of £163 on these 
items in 1961 was somewhat more than the surplus of 
£125 in the previous year. This is, I think, how it 
should ђе – taking one year with another, we should 
hope to come out all square. 

'Two other factors affect the accounts. As explained 
in the annual report, owing to a change in timing, the 
District Society entertained two Presidents during 





Mr G. F. Ansell 


1961. Also, as I think is perfectly proper, the District 
Society took over from the Students' Society the 
pleasant duty of entertaining successful London 
candidates after the May and November examinations 
and introducing them to the facilities available to 
them through the district societies of the Institute. 
Before leaving the accounts, I feel sure you would 
wish me on your behalf to say 'thank you' to the 
partners of Messrs Sydenham, Snowden, Nicholson 
& Co for their generous services as honorary auditors. 


Membership 


The membership of the Society has again grown but 
only by а meagre net forty members to 6,614. This may 
be an impressive total but when related to a potential 
membership of about 12,500 in the London area I am 
inclined to be distressed by what I consider to be an 
alarming degree of apathy. It distresses me to think ^ 
that one in every two London chartered accountants 
has so little interest in his Institute as not even to ask 
to receive notice of functions arranged for his benefit 
and this notwithstanding that membership of the 
London and District Society is free for the asking. 
'This may sound like preaching to the converted, but 
I believe membership of a district society is important 
and is going to get more important. So much so that 
I would ask that any of you who have friends, colleagues 
or acquaintances who are not members will encourage 
them to apply for membership. I say this for two 
reasons: Firstly, district societies are already an 
established channel of communication between the 
ordinary member and the Council and vice versa. 
That this machinery is working satisfactorily up and => 
down the country is evidenced by the lack of support „ 
given to the few members who challenged it at the 
annual meeting of the Institute a fortnight ago. 
Secondly, I have gained the impression during my 
year of chairmanship that the increasing size and status 
of our profession is placing on the fifty-five entirely 
voluntary members of the Council a growing burden 
which prudence may dictate should be relieved. I have 
been astonished at the number of hours a week, days 
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a month which our Council representatives cheerfully 
and voluntarily devote to our collective interests. This 
year the Institute has had a provincial president and, 
if I may say so, a very excellent president who must 
have done much to maintain and enhance the status 
of the profession. Many times during the year I have 
heard him make such remarks as ‘I saw my office for 
an hour or two last Monday week' or “essential work 
has to be done at week-ends’. 

There is a limit to what we should expect of our 
national representatives and if pressure on their time 
is to be relieved it seems logical to me that some 
matters may have to be delegated to district societies 
which will inevitably enhance their importance. Should 
changes on these lines become necessary, I have no 
doubt whatever that the Committee of the London 
and District Society would willingly help in any way it 
could; the Committee in its turn would, I am sure, 
be much encouraged if more than the existing 50 per 
cent of London members demonstrated more tangibly 
their support by joining their district society. 


Activities 
I am not going to itemize all the activities of the past 
year – they are fully referred to in the annual report — 
but I would just say publicly a grateful thank you to all 
those eminent persons who have so kindly given of 
their time and spoken at our functions. 


Small Practitioner Meetings 


One happening during the past year stands out and 
that is the ‘Small Practitioner’ inquiry. This was 
initiated during the year and I think I can assure you 
and my successors in office that it will be with us for a 
long time to come. There was a most gratifying 
response both to the questionnaire and to the invitation 
to attend meetings, as a result of which a voluminous 
report has been submitted to the President. The 
President has told me that the response to his inquiry 
has been equally enthusiastic in other districts. 
There was an enormous amount of meat in the reports 
we and other districts have put in and none of us 


“should be too impatient for tangible results. There 


must of necessity be some delay before all our com- 
ments can be assimilated and any necessary or desirable 
action taken. Particularly must this be so in the light 
of existing pressure of work on Council members. 
In the meantime, I can say without fear of contra- 
diction, that some of the criticisms made in the course 
of the inquiry are unfounded and arise from a lack of 
appreciation by members of facilities already available 
particularly through their district societies. For 
example, at one meeting a sole practitioner complained 
bitterly that when he had recently been seriously ill, 
his wife after much searching could only find an 
unqualified practitioner to assist in keeping the practice 
going. At almost the same time our Advice to Members 


-^ Subcommittee was actively helping a small practi- 


_tioner in exactly the same predicament. 

I feel I cannot too strongly emphasize that all of us, 
and perhaps most of all the smaller practitioner, would 
gain an immense benefit from a closer association with 
his professional colleagues through his district society. 
On this point, may I quote from a paper read at the 
1956 Summer Course by Mr Past-President Donald 

ouse: 


'A very high proportion of the (disciplinary) cases 
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relate to members practising alone. It is in my view very 
dangerous, both to himself and his clients for a member 
to take on more responsibilities than he can properly and 
diligently discharge. With no partners to consult or to 
rely upon in an emergency, a sole practitioner is in a very 
vulnerable position, especially in these days when all the 
work we do tends to become more and more complex. 

In case of illness or special difficulty a sole practitioner 

ought not to hesitate to seek the aid of a fellow practi- 

tioner.’ 

The District Society offers this facility to all members 
who wish to take advantage of it. Informal meetings 
are one of the best ways of achieving a comforting 
association between fellow professionals. Discussion 
groups, of which we have only seven to cover our 
enormous area and membership, are doing good work 
and there is scope for more. There is ample oppor- 
tunity existing here for any energetic member to collect 
a few friends and start a discussion group, particularly 
in the outlying parts of our area. I am sure the London 
Committee would welcome and encourage the forma- 
tion of new groups. 


Benevolent Association 


Reference to fellow members who fall on difficult 
times, particularly through illness, leads me to mention 
the Chartered Accountant’s Benevolent Association. 
As you know the President of the Benevolent Associa- 
tion; Sir William Carrington, has recently asked for 
greater support. There is, of course, much truth in the 
statement that ‘half a loaf is better than no bread at all’ 
but on the other hand, niggardly charity can be a most 
unkindly act. 

May I underline Sir William’s appeal by putting it 
to you that benevolence within the profession is 
important even for the lowest possible reason of 
maintaining the good name of our profession. So I 
would ask you to assist the Benevolent Association 
Committee - to use Sir William's words – to: 

*. . . endeavour to give help commensurate with the 

current cost of living and provide our beneficiaries with a 

reasonable standard of life rather than a mere subsistence 

level - particularly where children are concerned’. 


Conclusion 


Finally, I wish on your behalf, to say a sincere thank 
you to all members of that happy team of fellow 
workers comprising the District Society Committee. 
I have enjoyed the privilege of being their chairman 
for a year. It has been a happy year because I think we 
have all been busy in the common cause of trying to 
maintain and if it is possible to enhance the status of 
our profession in the London area. Whether we come 
from large firms or small ones, whether we are em- 
ployed within the profession or in industry and 
commerce we on the Committee have found that in 
common service there are more things which unite us 
than divide us. I trust that what little we have been able 
to achieve will commend itself to you and justify your 
confidence for the future. 


ELECTION OF COMMITTEE MEMBERS 


The report and accounts having been adopted, the 
result of the poll for membership of the Committee 
was announced as follows: 

Members in Practice 

Messrs С. В. Judd, B.A., r.c.4.; B. Е. Basden, M.A., F.C.4.; 
B. A. Maynard, M.A., F.C.A.; J. A. Allen, F.C.A. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs HARMOOD BANNER, CASH, STONE & 
MouwsEv, Chartered Accountants, announce that, as 
from May Ist, 1962, they have admitted to partnership 
at their Liverpool office, Mr GEoRGE FURNESS APPLETON, 
A.C.A., MR PETER Joyce RUSH, A.C.A., and Mr HOWARD 
WILLIAM FRANKLIN, A.C.A., all of whom have been 
members of their staff for some years. Mr D. V. HOUSE, 
F.C.A., who was to have been the senior partner resident 
in London, has been appointed a lay member of the 
Restrictive Practices Court. This appointment neces- 
sitates his withdrawal from professional practice, and 
it must be announced with the greatest regret therefore 
bes Mr House will not now be a partner in the present 
rm. 


Messrs Howarp SMITH THompson & Co, Char- 
tered Accountants, announce that as from May 14th, 
their London address is 17 Devonshire Square, London 
EC2. 


Messrs Moss & WILLIAMSON, Chartered Account- 
ants, of Booth Street Chambers, Ashton-under-Lyne, 
Lancashire, announce that Mr EDWARD RAINES, F.C.A., 
who has had a long and active association with the 
firm, has retired from practice as from March 3186, 
last, and the partnership hitherto existing between Mr 
КАІМЕЅ, Mr WiLLiAM Moss, Е.С.А., and Mr Јонм Р. 
STANSFIELD, A.C.A., is being continued under the same 
style and name, by Mr Moss and Mr STANSFIELD. 


MEssRS W. RowLAND WALLER & Co, Chartered 
Accountants, of 148 Temple Chambers, London ЕСА, 
announce that they have taken into partnership Mr 
LAURENCE EDWARD TAYLOR, A.C.A., and Mr PETER 
CHARLES YATES, A.C.A., as from April tst, 1962. 


Messrs SHEEN, STICKLAND & Co, of Alton, Hants, 
and Farnham, Surrey, announce that they have been 
joined in partnership by Mr PATRICK RENSHAW 
GOULDER, A.C.A. 


Appointments 


Mr Robert Beldam, M.A., Е.С.А., M.LMAR.E., has 
been appointed a governor of the Brunel College of 
Advanced 'T'echnology at Acton. 


Mr Duncan I. Cameron, С.А., has been elected 


President of the Edinburgh Junior Chamber of Com- 
merce for the year 1962-63. 

Mr S. K. Hardy, F.c.w.A., previously chief account- 
ant of the Osram Lamp Division has been appointed 
financial director of Osram (G.E.C.) Ltd. 

Mr N. Е. Hibbert, A.C.A., accountancy manager of 
Laporte Titanium Ltd, has been appointed a director 





56 VICTORIA STREET, LONDON SWI 


JOHN FOORD & COMPANY 
REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


of G. D. Holmes Ltd and Goole Docks Fresh Water 
Boat Co Ltd, subsidiaries of Laporte Industries Ltd. 


Mr L. С. T. Farmer, F.C.A., executive vice-chairman 
of the Rover Company, has been elected president of 
the Society of Motor Manufacturers and Traders for 
1962-63. 

Mr A. E. Smith, F.c.A., chief accountant and assistant 
secretary of Morris Motors, has been appointed sec- 
retary of the company. 


Mr J. В. Vernède, F.c.a., has joined the board of 
National & Grindlays Bank Ltd. 


COMPANIES REGISTRATION 
Change of Address 


The Board of Trade have announced that, in order to 
bring under one roof again the Companies Registration 
Office and the Registry of Business Names, together J 
with the 750,000 files relating to existing companies 
and recently dissolved companies now stored in three 
separate buildings, the Companies Registration Office 
and the Registry of Business Names are to be trans- 
ferred to new premises at Companies House, 55-71 
City Road, London ECr. (Telephone: Clerkenwell 
9393). 

Under а six-weeks’ timetable they аге to be moved 
from their existing premises at Bush House and Lacon 
House between June rst and July 8th. 


Stamping of Documents 


'The companies Registration Office are making arrange- 
ments to collect their fees in money instead of by means 
of impressed or adhesive fee stamps. 'lhere wil[ 
therefore be no Inland Revenue stamp office at 
Companies House, City Road; and on a date to be 
announced, Inland Revenue offices will cease to stamp 
documents or supply adhesive stamps in respect of 
Companies Registration Office fees. Until that time the 
Registrar will accept fees either in money or in the form 
of fee stamps. 

Remittances in payment of Inland Revenue stamp 
duties in connection with new company registrations 
or increases in nominal capital (ros each on the 
memorandum and articles, and an ad valorem duty on 
share capital) may be sent as hitherto to the Registrar 
of Companies, who will arrange for the documents 
to be stamped by the Inland Revenue. Registrants 
may, however, find that they can save time if they 
themselves get the documents stamped by the Inland 
Revenue before submitting them for registration. 'The 
methods of paying fees to the Registry of Business 
Names will not be affected by these arrangements. 
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AGRICULTURAL MACHINERY TRADE 
National Survey of Operating Costs 


The third annual survey of operating costs in the retail 

- agricultural machinery trade has recently been organ- 
ized by the Agricultural Machinery and Tractor Dealers 
Association. In these surveys, conducted on a nation- 
wide basis, information on sales, expenses and certain 
balance sheet items is obtained from as many members 
as possible and the resulting averages, after collation 
by the Association's accountants, are made available 
and are of considerable assistance to dealers in operating 
their businesses at optimum efficiency. 

The Association is anxious to enlist the support of 
accountants who are concerned with dealers’ accounts 
in encouraging its members to participate in the surveys 
and to keep their accounts in a form which will enable 
them to derive full advantage from them. 


CENSUS OF DISTRIBUTION 


While, thanks to the excellent co-operation of traders, 
most of the returns in this year’s Census of Distribution 
7“ have now been made, the Board of Trade appeal to the 
minority of traders who have not yet dealt with their 
census forms to do so at once. They are reminded that 
the completion of these forms is obligatory under the 
provisions of the Statistics of Trade Act, 1947. 

If further copies of the census forms are required they 
may be obtained from the Board of Trade, Census 
Office, Eastcote, Ruislip, Middlesex. (Telephone: 
Pinner 8771, Ext. 227). 


~ 


INSTITUTE LIBRARY 
The Librarian reports that among the books and papers 
acquired by The Institute of Chartered Accountants in 
England and Wales in recent weeks by purchase and 
gifts are the following: 

The American Invasion; by F. Williams. 1962. (Anthony 
Blond, 18s.) 

Basis for Marketing Decision through controlled motivation 
oa by L. Cheskin. 1962. (Business Publications, 
355. 

"Comprehensive Bond Values Tables showing net returns 
on ... securities paying interest semi-annually: fourth 
edition. (Financial Publishing Co.) Boston. 1958. 
(F. P. Co, 120s.) 

The Duty of a steward to his lord . . . to which is added... 
(a plain and easy method to be practised . . . in keeping his 
accompts. ..); by E. Laurence. 1727. (David Low, 775 6d.) 

General Ledger Code. (Geo. E. Shnier & Co.) Montreal. 
1962. (Presented by B. Lonsdale, a.c.a.) 

*Lindley on the Law of Partnership; by Lord Lindley: 
еу edition by E. Н. Scamell. 1962. (Sweet & Maxwell, 
2005. 

Local Authority Borrowing. (Institute of Municipal 
Treasurers and Accountants.) 1962. (Institute of Muni- 
cipal ‘Treasurers and Accountants, presented.) 

Managerial and Professional Staff Grading; by Joan 
Doulton and D. Hay. 1962. (George Allen & Unwin, 

m 175 ба.) 
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Marketing for Profit; by D. P. Gould. New York. 1961. 
(Reinhold Publishing Co, 445.) 

The Modern Law of Charities; by G. W. Keeton. 1962. 
(Pitman, 55s.) і 

Nine Addresses on the New South Wales Companies Act, 
1961. (Australian Chartered Accountants Research 
Society.) Sydney. 1962. (Australian Chartered Account- 
ants Research Society, presented.) 
Playing with Infinity: mathematics for everyman; by 
R. Péter. 1961. (С. Bell, 255.) t 
Revolution in Retailing; by Christina Fulop. 1961. (Barrie 
& Rockliff, 3s 6d.) и 

Simulation and Gaming: Symposium. (American Manage- 
ment Association.) New York. 1961. (American Manage- 
ment Association, 345.) я 

The Solicitors Guide to Development and Planning; by 
R. N. D. Hamilton: third edition. 1961. (Solicitors! Law 
Stationery Society, 475 ба.) Е ) 

Studies in an Inflationary Economy: the United Kingdom 
1948-1961; by F. W. Paish. 1962. (Macmillan, 455.) 

"Taxation' Manual: tenth edition by P. F. Hughes. 1962. 
(Taxation Publishing Co, presented, 305.) Ë 

'The Taxation of Capital Gains; by А. R. Ilersic. 1962. 
(Staples, 215.) 

Understanding Profits; by C. Robinson. New York. 1961. 
(Van Nostrand, 1075.) 

* This book has been presented to all District Society 

Libraries under the grant of books scheme. 


THE NOTTINGHAM SOCIETY OF 
CHARTERED ACCOUNTANTS 


New President 


Mr K. A. Buxton, F.C.A., a partner in the firm of 
Mellors, Basden & Mellors, Chartered Accountants, 
has been elected President of The Nottingham Society 
of Chartered Accountants 
for 1962-63. For the past 
year he has served as Vice- 
President. * 

Educated at Rydal School, 
i North Wales, Mr Buxton 
Е was articled to Mr С. E. 
: Lavender, of Mellors, Basden 

; & Mellors, and was admitted 
an Associate of The Institute 
of Chartered Accountants in 

| England and Wales in 1938. 

d He was про Near East 

representative of  Mellors, 

Mr E: A. Boston Ване & Mellors at the 

beginning of 1939 and has been a partner in the firm 
since 1949. 

During the Second World War he joined the Royal 
Army Ordnance Corps in Egypt and was later seconded 
to the United Kingdom Commercial Corporation, 
becoming chief accountant to the Egypt Branch. He 
was subsequently appointed chief accountant of the 
British Ministry of Food (Middle East). 

Mr Buxton has served on the Committee of the 
Nottingham Society since 1953, and has represented 
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the Society on the Taxation and Research Committee 
of the Institute since 1957. 

Other new officers of the Society for the ensuing year 
are as follows: 


Vice-President: Mr Т. Ashton, Е.С.А. 


Hon. Secretary and Treasurer: Mr R. F. Holloway, F.C.A., 
Messrs Derbyshire & Co, Bentinck Buildings, Wheeler 
Gate, Nottingham. 


Annual Report 


'The annual report of the Society states that the total 
membership at December 31st, 1961, numbered 460, 
a slight decrease over the year. 

Congratulations are extended to Mr P. F. Granger 
on his election in June last year as President of the 
Institute, the first time a member of the Nottingham 
Society has held that office since 1924-25. 

Several luncheon meetings were held during the 
year and the Society continued to hold lecture meetings 
for students on Saturday mornings, in conjunction 
with the Nottingham and District Technical College. 
For the session which commenced in February 1961, 
185 students enrolled, a slight decrease on the number 
for the two previous sessions but a better average 
overall attendance was attained — 66 per cent of possible 
attendances against 62 per cent. It is stated, however, 
that the attendances of Final examination students 
continued to fall far short of the numbers expected. In 
view of the declining support given to the classes by 
students, discussions between the 'luition Scheme 
Committee and the Technical College were held with 
a view to effecting economies without impairing the 
standard and value of the lectures to the relatively small 
number of students taking advantage of the facilities 
and this, it is stated, has been achieved. 

The Derby Branch of the Society held two lecture 
meetings and a luncheon meeting, and social events 
which were well supported included a dinner dance 
and the annual dinner. 

'The Committee records its appreciation of the 
services of Mr Т. Ashton, F.c.A., honorary secretary 
of the Society from 1956 until his recent retirement 
from office. À presentation was made to Mr Ashton 
at the annual dinner held on March 7th. 


THE MANCHESTER CHARTERED 
ACCOUNTANTS STUDENTS' SOCIETY 
Annual Report for 1961 


'The annual report of The Manchester Chartered 
Accountants Students’ Society for 1961, to be pre- 
sented at the seventy-ninth annual meeting on Monday 
next, records that membership at the year-end 
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numbered 1,440, an increase of ten. In his review of the 
year, the Chairman, Mr R. Hayton, A.C.A., refers to 
considerable development and progress in the Society 
in 1961. All the normal and well-established activities 
were continued — a comprehensive programme of 
lectures and visits was arranged — and a new develop- 
ment has been the introduction of discussion groups at 
which students were able to discuss between themselves 
and with a qualified leader the problems confronting 
them during the course of their studies. The groups 
have been meeting monthly, but it is hoped that if 
demand is sufficient it may be possible to run them on 
a regional basis throughout the area covered by the 
Society. 


The Chairman states that for many years, successive 
social subcommittees have striven hard to infuse some 
social life into the Society, but have failed to win the 
support of the membership for the functions they have 
arranged. In the past twelve months, however, an 


extremely successful ‘Tickers Ball’, attended by over - 


700, was held; several less ambitious social events were 
also arranged and all were successful. 


During the last twelve months or so, more students 
have been willing to join the Committee and take their 
part in the running of the Society and made it possible 
to introduce new rules increasing the number of 
student members, as opposed to qualified members, 
from a minimum of six to a minimum of ten. In 
addition, with a view to encouraging newly-articled 
clerks to take an early interest in the Society’s affairs, 
one of the Committee vacancies at each annual general 
meeting is to be reserved for a student in the first year 
of his articles. 


The sporting section of the Society was again active 
in 1961, over a hundred students having taken part in 
association and rugby football, golf, hockey, squash 
and tennis, and also chess. In all, thirteen matches were 
played. 


The Bolton Branch of the Society arranged a number 
of lectures during the year; there was also a visit to a 
mobile exhibition of punched-card equipment given 
by International Computers & Tabulators Ltd. 


PROFESSIONAL TRUSTEES’ 
REMUNERATION 


In the Weekly Note under the above heading in our 
last issue, we stated that an accountant and a solicitor, 
who were trustees under a will, had paid themselves 
remuneration of £1,983 17s 3d respectively, under the 
trustee charging clause. This should have read '. . . 
paid themselves remuneration of £1,983 175 3d and 
£3,072, respectively’. 
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Improving the Short-term 
Gains Tax 


HE provisions in the Finance Bill imposing tax on short- 
| term gains took up some nineteen hours of House of 
Commons' time to pass through the committee stage. 
Nearly two hours of this was devoted to sub-clause (5) of clause 15 
which gives wide inquisitorial powers to the Inland Revenue. 
Several members on both sides of the House expressed misgivings 
about this sub-clause. Mr JouN Howarp quoted at length from 
the observations which we made three weeks ago. We said then 
that if the object was merely to enable the Inland Revenue to ask 
for “simple factual information, that is to say particulars of pur- 
chases or sales in which the agent concerned has acted on behalf 
of a named client', and not to inquire about advice given, then it 
was strange that the sub-clause expressly empowered the Inland 
Revenue to require any person to state whether he has acted for 
the taxpayer ‘in connection with any acquisition or disposal of 
assets’ by the taxpayer. Sir KENNETH PICKTHORN said: 
*Ministerial assurances about legislation are always deceptive and 
often really insulting. The business of the Treasury Bench in passing 

7 this kind of legislation is to assure us, as honestly as ft is capable, 

that words we are being asked to put in the Statute will have such 

and such effect and no further.’ 

It fell to THE ATTORNEY-GENERAL to defend clause 1 5 (5) and 
he began by roundly asserting that it was necessary and did not go 
beyond what was necessary. He denied something which we have 
not claimed, namely, that paragraph (a) of the sub-clause gave 
power to the Inland Revenue to ask a tax adviser what advice he 
had given. Paragraph (a) does give power to ask whether or not 
the adviser has acted on behalf of the taxpayer in connection with 
an acquisition or disposal. Ministerial assurances apart, would it 
be safe, in view of the penalties, for a tax adviser to decide that in 
examining the details of the transaction and looking up the law 
on the point, he was not ‘acting on behalf of’ the taxpayer? 
Moreover, it could well do more harm to a taxpayer to say baldly 
that he has sought and been given advice on a transaction, than to 
say what the advice was. 

Paragraph (5) of the sub-clause sets out what can be demanded. 
It is information in the possession of the agent or adviser 

*with respect to the acqusition or disposal being information as to 

matters specified in the notice which are relevant to the question 

whether the (taxpayer) is chargeable as aforesaid by reference to the 
acquisition or disposal, or are relevant to the computation of the 

gain or loss. . . 
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THE ATTORNEY-GENERAL said that the Inland 
Revenue would not want to know what the 
advice was; the obvious retort to that is to ask 
why then the Inland Revenue should be given 
the power. Pressed as to whether the sub-clause 
did not go farther than was necessary, THE 
ATTORNEY-GENERAL undertook to reconsider, 
before the report stage, whether paragraph (b) 
could be more precisely defined to accord with 
what he said it was meant to mean. When he 15 
doing this, it is to be hoped he will look at clause 
ro (3) (4) (6) where the question of motive 
arises. Sub-clauses (3) and (4) exempt transactions 
with a principal residence and with business 
assets, but sub-clause (6) denies the exemption 
where the acquisition was also made wholly or 
partly for the purpose of realizing a gain from 
the disposal. T'he Inland Revenue tend to take a 
somewhat cynical view of motives and they might 
well be concerned to make fishing inquiries as to 


whether the. taxpayer took advice from tax 


experts before making the acquisition. It should 
be perfectly clear from the legislation whether 
they can or cannot make such inquiries. 

Тће Government gratefullv accepted the 
assistance of Mr GEOFFREY STEVENS in correcting 
the faulty drafting of clause 9 (7) which deals 
with profits tax on income falling within the new 
Case VII. The draftsman had overlooked the 
fact that a chargeable accounting period is not 
necessarily coextensive with an accounting 
period. The new paragraph (b) proposed by Mr 
STEVENS was accepted by the Government as 
putting the matter right. Under it, regard will be 
had to transactions within the chargeable account- 
ing period, not in a particular period for which 
accounts have actually been made up. They also 
accepted an amendment, proposed by Mr 
STEVENS, to the original paragraph (5) of clause 
9 (7). Тће draftsman had provided for set-off of 
losses and profits inside a profits tax group but 
only as between principal and subsidiary, having 
overlooked the possible existence of fellow sub- 
sidiaries in the same group. 

The Government announced that the criticisms 
concerning the impact of the tax on mutual life 
assurance companies, to which we have already 


referred, were valid. An amendment will be intro- | 


duced at the report stage to exempt mutual life 
companies. Other mutual insurance companies 
will not be exempt. They resisted a suggested 
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proviso to exclude from the definitions of ‘disposal 
of an asset? 
“its disposition or destruction through act of God, 


force majeure, compulsory purchase and other < 


causes outside the control of the taxpayer’. 

The Economic SECRETARY said the destruction 
of an asset did not involve its disposal. The com- 
pulsory disposal of shares under section 209 of 
the Companies Act, 1948, did not seem to be a 
matter calling for exemption. One might add that 
such a disposal is not entirely cut of the control 
of the taxpayer. Moreover it would be absurd if 
those shareholders who acquiesced had to pay 
tax, while those who did not escaped tax. As 
to compulsory purchase of land under statutory 
powers, many sellers who really wanted то sell 
might go the length of compulsory purchase in 


order to avoid tax. The Ecoxomic SECRETARY U 


said he would examine the position of a bona fide 
reluctant seller. He would also look at the case of 
options on shares, given to employees. 

THE ATTORNEY-GENERAL promised that where 


land was disposed of by lease, tax would not be . 


charged on the capitalized value of the rent. 

Clause 13 (8) defines ‘share’, in relation to a 
company not limited by shares, to include the 
interest of a member. But clause 13 (7) orizinally 
referred to ‘share capital’, which the Government 
has since been advised is not apt to cover a share 
in the extended sense given by clause 13 (8). 
Accordingly, ‘share capital of’ in clause 13 (7) 
was altered to ‘shares in’. 


Not surprisingly, the Ninth Schedule came іп > 


for some amendment, although of a minor 
character. Paragraph 2 (5) (b) was amended to: 

‘(b) in the case of a contract to dispose of the asset, 

nothing in this or the last foregoing paragraph 
shall apply so as to treat him as disposing of the 
asset under the contract on the condition being 
satisfied". 

The Government introduced an extensive 
amendment to paragraph ro (6), dealing with re- 
organizations of share capital. The amendment 
was to correct two anomalies. One object is to 
extend the application of the paragraph to a case 


a 
~ 


where the allottee of bonus or ‘rights’ shares sells, 


his old shares before taking up the allotment of 
the new. The other amendment ensures that 
where a person buys rights and then exercises 
those rights, the six months will run from the 
date of purchase of the rights, not from their sub- 
sequent exercise. 
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Practising a Profession 


CONTRIBUTED 


It is something of an event when a profession calls for an investigation of its own organiza- 

tion and activities. This has, however, been done by the Royal Institute of British Architects, 

whose recently published report, The Architect and his Office, constitutes a valuable 
survey of professional practice administration, service and productivity. 


"I are at least two reasons why the 
report should be of interest to accountants. 
The first is that although the two profes- 
sions are far apart in some things they share the 


common problems of all professions in today's . 


conditions. The second is that the report calls 
for closer collaboration between architects and 


accountants in improving the former’s own ` 


standards of accounting. 


both architects and accountants and here is how 
the architects are being advised to solve it. The 
problems, and their solution or suggestions for 
improvement, are as seen in the R.I.B.A. report; 
the accountant must therefore run and read and 
decide for himself what is important and what 
may be interesting. 


Difficulties of Structure and Growth 


‚ The report makes much of the difficulties arising 


Common Problems 


АП proféssions face. common problems today. - 
These include recruitment and training; shortage 
of suitable ancillary staff; costs which are much 
less confined than fees by traditional attitudes and 
usage. All face the competition of commerce and 
industry for staff and qualified personnel. All are 
affected in not dissimilar ways by the monolithic 
power of the State and the jobs it can offer at local 
or central level. Finally, all are faced with the fact 
that in this age the basic idea of professional work, 
that is of providing a confidential service to a 
client, is often less financially rewarding and even 
less socially gratifying in relation to other types 
of work than was once the case. 

It is therefore reasonable to suppose that when 
a particular profession takes a dispassionate look 
at itself, it will have things to say which are of 
general interest to the other professions. The 
architects have taken such a look, assisted by 
management consultants, the investigation 
having been largely financed by a grant from the 
Leverhulme Trust. 

There are two groups of subjects in the report 
which are not dealt with here. The first, obviously 
enough, are those subjects which are technical 
to the architect; the second is fees. There is no 
immediate common ground between designing a 


head office for a large public company and audit- 
4-ing the accounts of the concern which will occupy 


it, nor between the fees and bases for computing 
them for these services. 

There remains, however, a vide field of com- 
mon types of problem, notably on training and 
management. Ín what follows, these problems 
have been identified, though no attempt has been 
made to say that such-and-such is a problem for 


from the structure of the profession. There are 
small practices, medium-sized ones and large 
ones. 'There are architects working for industry 
and those working for the Government and local 
authorities. Not all small practices deal exclusively 
with small jobs; not all large ones take on only big 
assignments. The idea of the typical professional 
office is thus largely a fiction. Many of the pro- 
fession's problems of poor quality work and low 
productivity (a refreshing professional atimission 
that such difficulties exist without detracting from 
the profession’s overall standing among clients) 
arise from questions of growth in recent years 
throughout this patchwork professional structure. 

Throughout the profession there is apparent a 
sense of isolation — a desire to see how other 
offices organize certain kinds of work — but it 
seems that this has yet to be articulate enough to 
impel the R.LB.A. to take action to achieve 


‘greater co-operation. It may here be observed that 


the survey itself may be seen as a move in that 
direction. 

Rapid growth has led to greater use of-un- 
qualified staff and a tendency for unqualified men 
to do jobs better left to their principals. There 
has, in fact, been a good deal of dilution of the 
profession and not surprisingly principals have 
expressed concern about the standard of training 
of non-qualified personnel. Growth has also put 
principals in a cleft stick on the issue of speciali- 
zation versus diversification. They have found 
bigger turnover in specialization but greater 


` personal satisfaction in diversification. 


Disillusionment among trainees has arisen not 
only because in many cases they have dreamed of 
building palaces and see little in prospect beyond, 
say, a minor extension to the municipal abattoir, 
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but also because growth and staff shortage have 
made it difficult to offer good supervision and 


training in offices. Trained, qualified men have to . 


be put full time on to fee-earning work rather 
than on to training their juniors. Day release and 
evening class tuition is less popular than sandwich 
courses among trainees. The former articled 
training system has already succumbed to econo- 
mic pressure and is largely a thing of the past. 


Chronic Problem 


Staff turnover is a chronic problem. 'Those with 
a below-average rate of turnover seem to be those 
which delegate responsibility to assistants and 
which have a lively working atmosphere. 

'The Board of Architectural Education is aware 
of the training problem and is introducing a more 
formalized system of training involving an inte- 
grated seven-year period of instruction. It would 
seem that the architects are moving broadly in the 
same direction as industry in replanning trainee 
courses as the traditional type of apprenticeship 
becomes less common. 

Growth has obliged many principals to spend an 
increasing amount of their time at meetings, in 
memorandum, report and letter writing and in 
decision-making, which has resulted in their 
forgetting some of their professional techniques. 
This, of course, fits in with greater delega- 
tion to nop-qualified staff and leads on to 
the suggestion that a new type of technician 
should be developed. It is emphasized, however, 
that any move in this direction must take place 
only when youngsters attracted to such work are 
made quite clear about the limitations it will have 
on their careers. This would seem to be highly 
controversial ground unless the introduction of a 
new grade to serve the profession were to help 
the architect to practice more continuously his 
design skills. Nevertheless, the report sees higher 
productivity in the office as coming partly from 
the introduction of such a grade. 

The report also notes that there has been a 
tendency as the profession has grown for special- 
ists of various kinds to proliferate — on the whole 
with good results. Specialists, in this sense, range 
from consultants of professional status in various 
fields, to office managers supervising greatly 
expanded staffs. 

Some of the sternest comments in the report are 
reserved for office organization. The investigation 
showed that offices as a whole achieved their best 
performance in technical efficiency. Quality of 

_ design came a not very good second ; with manage- 
ment a very poor third. It is considered that there 
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is urgent need to improve this last. Management 
theory and practice is regarded as a prerequisite 
of architecture, and the profession is called upon 
to improve its management aids, assisted by the 
В.Г.В.А., which is called upon to produce a 
Management Handbook as soon as possible. Syste- 
matic management education for trainees is 
recommended, and the Institute should zdvise 
other professional bodies (including those in 
accountancy) that they are setting up standard 
bases in accounting, cost control, work mezsure- 
ment and management control. The profession 
generally is advised to improve the wcrking 
environment of its office staffs. Overcrowding 
and poor amenities are common. 


Management Research 
As might be expected, when they come to 


management research the authors of the report . 


are off into controversial waters. They are clearly 
impressed with the possibility of evolving readily 
available standards of work in actual professional 
and technical matters. For example, they suggest 
an examination of group practices and corsortia 
to strengthen the technical resources of individual 
offices, and they also suggest that the function 
of drawings should be re-thought. They are thus 
much concerned with efficient short-cuts in 
professional work and the use of standard practices 
wherever these are available. They are unfavour- 
ably impressed by the fact that so much profes- 
sional work is done (often of an elementary or 
routine nature) over and over again. In effect they 
say, if there can be progress in standardized 
components in the erection of buildings, why 


should there not also be progress towards: 


standardized drawings and standardized design 
techniques. This is the direction in which they 
would look for some relief of the pressure оп 
highly qualified and experienced professional 
men who are in danger of losing their basic 
expertise prematurely for lack of time and 
opportunity to practise it. 

In an effort to make constructive recommen- 
dations about spreading the work load — the bane 
of all professional work — the investigators suggest 
an objective study of job allocation and a review 
of the professional attitude on advertising. This 
last probably goes too far for the R.I.B.A. — as for. 
other professions — but it shows the impcrtance 7 
which is attached to the question of getting a 
satisfactory even flow of work through the office. 

Throughout the report there runs, if in modest 
form, the theme that the professions in general 
are moving together and have something of 
value to exchange with each other. 
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Belgian Income Tax Reform 


introduced the British system of income tax 

which provides for the schedular classification 
of income by reference to its nature, regardless of the 
status or identity of the recipient. He also introduced 
the principle of taxing income at source wherever 
practicable. 'These principles allowed for painless 
collection, combined with a pandering to the reluc- 
tance of taxpayers to reveal their total incomes. When 
surtax was introduced some hundred years later, the 
British tax system entered into a new phase, where 
emphasis was placed more and more on total income, 
Le. on the unitary system. 

The same or a similar process can be observed in 
other countries. The European Economic Community 
"Treaty, which has among its objects the harmoniza- 
tion of tax systems, will no doubt give a fillip to this 
movement. Earlier this year the Belgian Government 
introduced a Bill, entitled Projet de lot portant réforme 
des impóts sur les revenus, which is designed to reform 
the Belgian direct tax structure and is an illustration 
of the movement towards the unitary system. The 
declared purposes of the Bill are: 

to divide the tax burden among Belgian taxpayers 

more equitably; 

to produce higher revenues, especially through 

measures to prevent tax evasion; 

to simplify the system; 

to stimulate the economy. 

So important is this new Bill that European 
Taxation, the fortnightly review published by the 


А CENTURY and а half. ago Addington 


xp International Bureau of Fiscal Documentation (to 


which we are indebted for our information), devoted 
practically the whole of its issue of April 16th to a 
detailed analysis of the provisions of the Bill. 
Although, as we have said, the move is towards a 
unitary system of taxation, under which the taxpayer, 
particularly if he is an individual, ultimately pays a 
total tax which has reference to his own total income, 
the Bill not surprisingly provides for retention of the 
system of taxation at source by direct assessment on 
income as such, or by deduction of tax. Needless to 
say, tax suffered by deduction is largely brought into 
account in the final computation. To emphasize this, 
the provisions for deducted taxes refer to them as 
‘prepayments’ (précomptes). Thus, as in the United 


i Kingdom, the Belgian tax administrators seek to 


obtain the best of both worlds, but certainly at the 
cost of considerable complication: 

Under the proposals, there will still in fact be more 
than one direct tax properly so-called. 'There will be 
four taxes, as follows: 

Impôt sur les personnes re levied on the world- 


wide income of resident individuals at progressive 
rates ranging up to 55 per cent. 


Impôt des sociétiés, levied on world-wide income of 
tesident bodies corporate which carry on business 
‘or have other income-producing activities. The 
rate is fixed at 30 per cent. Branches of non- 
resident bodies corporate will not be liable. 

Impôt des personnes morales, levied on public bodies 
(such as the State, provinces and municipalities) 
and other bodies corporate which do not carry on 
business or have other profit-making activities. 

Impót des non-résidents, levied on income from 
Belgian sources derived by non-resident indivi- 
duals and legal entities (including the branches of 
non-resident bodies corporate), at a rate of 35 per 
cent for legal entities and progressive rates up to 
55 per cent for individuals. 

Since the rates of tax on individuals are pro- 
gressive up to 55 per cent, it is clear that the final 
liability of an individual cannot be determined until 
his total income is known. In Britain during the 
war, tax was deducted at source at a rate of no less 
than 50 per cent, because that was the standard rate, 
although it involved the repayment of tax in a large 
number of cases. To deduct tax (or collect it pro- 
visionally) at 55 per cent in Belgium would produce 
repayment claims in a very high proportion of cases. 
The proposals for what the Bill calls précomptes 
(perhaps ‘payment on account’ expresses ' the idea) 
are more modest, and in effect they incorporate much 
of the existing Belgian system. ° 

There are to be three categories of précomptes, as 
follows: 

Précompte immobilier, levied by assessment on the 
estimated ('cadastral' income from Belgian im- 
movable property. Non-residents using such 
property for business purposes may in some 
circumstances pay on actual income. 

‘Précompte mobilier, levied as a withholding tax оп 
- income from personal property. In some circum- 
stances income from abroad may be subjected to 

a précompte by way of assessment. 

Précompte professionel, levied as a withholding tax 
on wages, salaries and pensions, and by way of self- 
assessment on the earnings of certain self- 
employed individuals. 

These three proposed précomptes correspond respect- 
ively to the existing Contribution fonciére, Taxe 
mobilière and Taxe professionnelle. 

The précompte mobilier is perhaps the most compli- 
cated. The standard rate of deduction is 15 per cent, 
but where the payee, declines to allow the payer to 
report his name and address (with the amount of the 
payment) to the tax authorities, then the payer must 
deduct a supplemental 15 per cent, making 30 per 


cent in all, The Bill has not yet revealed to what 


extent, if at all, this supplemental payment will be 
allowed as a credit in computing the taxpayer’s 
ultimate liability. Where the payment is a dividend: 
on shares, or otherwise represents a share of profit, 
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the effective rate of deduction is 18-2 per cent because 
the payment is grossed up on the basis of 121-4 per 
cent. There is also provision for a ‘special credit’ to 


individual shareholders (or sleeping partners) 10. 


reflect the fact that the company or partnership has 
already borne tax on the profits as such. European 
Taxation sets out detailed examples of the working 
of this system, which is on the lines of the British 
double tax relief and can, of course, produce some 
difficult arithmetical complications. 


SOUTH AFRICA 


New Legislation on Auditing 

HE Public Accountants’ and Auditors’ Amend- 

ment Act, 1962, is designed mainly to clarify the 
provisions of section 26 of the original Act dealing 
with the powers and duties of auditors. Under the 
1951 Act, an auditor who finds a ‘material irregularity’ 
of which he has cause to complain is required to 
report the matter in writing to the undertaking 
concerned. If he does not receive a satisfactory reply 
within thirty days, the auditor must immediately 
furnish the Public Accountants’ and Auditors’ 
Board with a copy of his report and of any replies 
thereto. 

The amending Act defines a ‘material irregularity’ 
as one ‘which has caused or is likely to cause financial 
loss to the undertaking or to any of its members or 
creditors’, In such a case, the Board is entitled to 
disclose the relevant information to an Attorney- 
General, an officer in the public service, or to any 
member or cfeditor of the undertaking. 

Another important phrase to be expanded is the 
provision requiring an auditor to satisfy himself of 
the existence of the assets and liabilities shown in 
the balance sheet by ‘the ordinarily accepted methods’. 
The amendment replaces this rather vague wording 
with an instruction that he must apply ‘such methods 
as are reasonably appropriate having regard to the 
nature of the undertaking in question’. 

This last provision demands no higher standard of 
auditing than has already been observed by respon- 
sible practitioners, but the new definition of ‘a 
material irregularity’ seems to extend the responsi- 
‘bilities of the auditor. He can hardly be held 
responsible for the policy pursued by the under- 
taking; his duties in this connection are still limited 
to irregularities. But to decide whether an irregularity 
is likely to cause loss to members or creditors could 
present the auditor with a type of problem he has not 
previously been called upon to solve. 


CANADA 


Federal-Provincial Income Tax Collection 


HE agreements under which provincial Govern- 
ments in Canada rented to the Federal Govern- 
ment their rights to collect individual and corporation 
income taxes are not to be renewed. From January 
ist, 1962, all provinces will levy individual and 
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corporation income taxes, as Quebec has being doing 
for years and as Ontario has done in the corporate 
tax field. 

The provinces which have been renting their 
rights have arranged for the Federal Government to 
collect the taxes imposed by them. But Quebec will 
collect its own as before, and Ontario will continue 
to collect its own corporation tax. A provision of the 
collection agreements is that the provincial tax 
legislation shall be uniform (except as to tax rates) 
and in conformity with the relevant provisions of the 
Federal Income Тах Act and regulations: 


OVERSEAS TAX DEVELOPMENTS 


HE following notes have been made available by 
the Inland Revenue Library (Foreign Section). 


Federation of Rhodesia and Nyasaland 


The Income Tax Amendment Act, 1962, of zImost 
fifty pages is mainly devoted to redrafüng and to 
transferring certain provisions from the body »f the 
Act to schedules at the end. Changes include: 


Modification of the provisions -elating to pension 
funds whose rules are changed after July 1st, 1960, 
so that, if more favourable, the ar-ount of any lump- 
sum payment to be included in gross incorre and 
the deduction to be allowed in respect of contri- 
butions to the fund, may be replaced by the amount 
or deduction that would have applied had the rules 
not been changed. 

Inclusion of provisions for the taking into account 
of the value of trading stock and for the treatment of 
hire-purchase agreements relating to machinery, 
etc.; both give statutory effect to existing practice. 

'The new Southern Rhodesian personal tax is not 
an admissible deduction. 

The present provisions relating to co-operative 
agricultural companies are extended to similar 
co-operative societies. 

The initial and annual allowances on certain farm 
dwellings are limited to the allowance appropriate 
to an original cost of £3,000; allowances given for 
past years are not amended. 


Spain 
The following changes are effective as from January 
1st, 1962: 

Individuals. The basic exemption under impuesto 
sobre el trabajo (earned income) is raised from 18,000 
to 25,000 pesetas. 

Companies. Spanish companies receiving dividends 
from overseas subsidiaries are allowed ап 80 per cent 
exemption, ie. only 20 per cent of the amount 
received need be included for Zmpuesto sobre socie- 
dades (corporation tax). A subsidiary is one in which 
the parent company has a 25 per cent interest ог 


y~ 
` 


^ 
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when apart from this, it exercises effective control ^ 


of the subsidiary. 

A Revaluation of Assets Law has been introduced, 
its application being optional. It covers the assets in 
Spain of Spanish and foreign companies. Соп-рапјез 
may either (1) revalue and pay a 1'5 per cent tax 
on the increased value, or (2) set up a revaluation 
reserve, contributions to which will be an allowable 
expense against corporation tax. 
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Credit Control 


by G. H. DAY 
Internal Auditor to the Heal Organization 


HE granting of credit involves a loss of liquidity 

with no financial return. On the contrary, net 

margins diminish because of the increased 
administrative burden. Nothing could be easier or 
cheaper than to sell one's wares or services on a cash 
basis. Tally rolls (or the like) show sufficient details 
for immediate reconciliation, and thereafter one is 
interested only in daily, weekly or even monthly 
totals of takings. Once credit is extended, extra paper 
flows and clerical staff must record comprehensive 
details, either in ledger accounts or by a voucher 
system. 'These are the firm costs; additionally, 
stationery and postage will probably be expended in 
rendering statements, some debts will need to be 
followed up, perhaps pursued to the Courts, and 
specialists may be employed to sanction future credit. 
The total expenditure coupled with the stagnation of 
capital may very easily lead the creditor to bank- 
ruptcy. 

At the same time it must be remembered that 
money is a scarce commodity. In a relative way, this 
statement remains factual regardless of accumulated 
riches. Some years ago, I suppose that all of us 
started work on a Monday and gave our services on 
credit until the following Friday. Ever since, I 
suggest that there has been a tendency to pay when 
we are paid. Many potential buyers are literally 
unable to raise the purchase price on the nail. To 
others, a charge account is a symbol of prestige. If 
facilities are denied, it is likely that they will. be 
granted by a competitor. 

Here, then, is a problem for management. There 
must be a clear, positive policy but, within its bounds, 
free flexibility is essential. The line credit controller 
needs considerable discretionary powers and, in 
order to give his juniors vital experience, he should 
be permitted to delegate a part of his sanction author- 
ity. Of all accounting functions, this is perhaps the 
most hazardous, and a really useful executive in this 
field would be quite exceptional if he did not have 


behind him several staggering blunders. 


Experience 


As my observations throughout this paper will be 
limited by my own experience, it may be as well for 
me to mention briefly what this has been. 'The 
danger of allowing extended credit was brought home 
to me in my very first job. This was with an engin- 
eering firm, 50 per cent of whose output was for a 
single customer. Тће product was a patent cinemato- 
graph projector for which the market contracted 
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drastically when nearly all cinemas were absorbed by 
three groups, all of which were interested in other 
projectors. When our customer was wound up, his 
debt to us represented nearly a year's turnover, and 
his only sizeable asset was a large stock of our own 
unsaleable instruments. 

In time I took an interest in retail administration. 
Three houses have been good enough to employ me: 
a departmental store, a multiple fashion shop and a 
furniture business. My present employer firm was. 
founded i50 years ago by ап expert feather 
dresser who demonstrated his craft by stuffing 
pillows in an open shop window. His descendants 
added furniture to their interests, the pace being set 
by a great designer in this field. Keeping his standards 
in view, his sons have expanded the idea towards its 
logical conclusion within the wider scope of furnish- 
ing. Аз the business grew, it was found convenient to 
form or absorb subsidiary companies for the control 
of certain activities not directly concerned with the 
shop. The.family group now includes companies 
dealing with building and decorating, architectural 
joinery and cabinet making, wholesaling and con- 
tracts (by which we mean orders to equip, for 
example, an office suite, a hotel or a ship). It is thus 
seen to be a classical vertical combination which can 
undertake every facet of furnishing, stírting, if need 
be, with a plot of land, and finishing by hanging 
pictures on the wall. 

I propose broadly to use this group structure – 
contracts, retail, wholesale — as a scheme for classify- 
ing several kinds of credit problems, though I may in 
passing draw elsewhere for some quoted examples. 


Contract Work 


'The credit risks involved in contract work are not 
usually great. Most business comes from customers 
of the highest integrity — architects, Government 
departments or large organizations of national repute. 


.. There is no reasonable doubt about settlement. The 


difficulty is that the jobs take a long time to complete. 
Meanwhile, the costs of material and supplies, wages 
and other expenses, have to be carried by the con- 
tractor. It is customary in these cases for interim pay- 
ments to be made against architects’ certificates, but 
even when the work is complete it is not unusual for 
there to be a 'retention' of 1o per cent for a period of 
six to twelve months. The accountant should be fully 
briefed on such arrangements so that he knows what 
he may expect at given stages. Moreover, he can make 
claims as a matter of routine. One understands that 
the customer would be pleased to keep the cash in his 
pocket as long as possible, but, oddly enough, sales- 
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men аге often quite reluctant to ask for money. 'The 
accountant is considered somewhat.naive for wanting 
to bother such a customer for ‘odd bits and pieces’. 
Once, when the customer was a trade union, it was 
seriously thought that we ought not to let ‘them’ 
think we were short of money! Obviously these 
examples are exceptional; normally, transactions in 
this group are of a very happy order. 

More doubtful may be some companies which 
specialize in exhibitions, stage and television studio 


work. The prospect of attendant publicity is suffi- ` 
ciently tempting to blunt caution but, while no 


generalization is intended, there are many mushroom 
organizations in this category. From time to time, 
new orders are received from companies about which 
nothing is known, and perhaps the greatest nuisance 
value comes from officials of customer companies 
who want personal purchases at contract rates. 


Retail Shop 


In assessing the credit-worthiness of all comers to a- 


shop, one must be prepared for many headaches. The 
well-groomed emerge as rogues and the shabbily 
dressed as shareholders; there are those in funds who 
are bad payers. The cynics quickly develop a ‘looking- 
glass’ mentality, never accepting people as they 
seem. 

Also encountered are those who invent their own 
terms — without, of course, advising the creditor! 
When I reminded a dilatory Chelsea artist that she 
would have to pay monthly, she replied that her sole 
object in opening the account was to delay settlement 
until she sold some pictures. The proprietress of a 
Bournemouth, hotel was furiously indignant when 
her account was closed, although a ten-month-old 
debt was settled only after we had threatened Court 
action. She claimed not to have read the letter or its 
predecessors. Certainly she had noticed our follow-up 
letters but she ignored them because, she said, if we 
had used any intelligence, we should have realized 
that she would pay at the end of the season. 

Sometimes difficulties are aggravated by poor 
salesman-technique. Having already tilted once at my 
colleagues, I will not make much of this, but the 
credit controller can be greatly embarrassed if a sales- 
man has been over-optimistic of facilities that will be 
granted. On other occasions the accounts section is 
represented as an ogre-like ‘they’, which does not 
help in subsequent negotiations with the customer. 

In its simplest form, credit is technically granted 
in the acceptance of a cheque for goods to be taken, 
a risk which is normally accepted by most large shops. 
Sometimes customers are asked to support their 
identity — say, with a driving licence — and it is usual 
for the name and address to be noted on the cheque. 
This illusory protection does not fool us, but the ritual 
impresses alike junior staff and lay customers. We 
would not normally cash a cheque for someone 
unknown to us. 

If a credit account is opened, it is on the under- 
standing that it will be paid net monthly on presenta- 
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tion of a statement. This is of special convenience to 
customers who make several purchases during the 
month, and it tides them over to the next salary 
remittance. 

It is in the realm of extended payments that one 
meets that section of the community which has been 
described as the financially illiterate. Gullible folk 
can be persuaded to increase their total debt when 
they think only about the small weekly increment to 
instalments. The worst examples of high-pressure 
salesmanship are experienced at the hands of door-to- 
door tally men and second-hand car vendors. Practices 
have been disreputable enough to evoke special 
legislation, and there are modifications even now in 
the offing. The situation becomes more complex 
because the control of hire-purchase is one of the tools 
of fiscal manipulation. The proportion of the deposit 
and the period of repayment are regulated, and the 
hirer must be spoon-fed with information about the 
cash price, his rights and his obligations. The law 
seeks to protect both parties, and in certain circum- 
stances the creditor can recover his goods. Unfor- 
tunately, the realization value is often negligible. One 
way or another, the retailer becomes involved with 
additional burdens which are not covered by his 


nominal service charge; the notion that this repre- - 


sents interest earned is quite ludicrous. . 

However, the demand for extended payments is 
met, either in this form or by variations on the theme 
which are not so rigorously controlled. 'T'hese include 
credit-sale agreements which require no deposit, the 
whole debt being settled by regular equal instalznents; 
and subscription accounts for which a regular sum is 
paid and credit is allowed up to x times the amount 
of the subscription. 

By contrast, there is the lesser problem of credit to 
staff. Within limits cheques are cashed and advances 
on salaries are allowed. Properly authorized cash 
floats are available to those travelling on business. 
Discount is allowed on purchases for cash; credit 
accounts may be opened, but usually with a restricted 
privilege of discount.. 


Wholesaling 


My experience of wholesaling is confined to fuznish- 
ing items all of which are exclusive to the wholesaler. 
This is a true expansion of a market already known to 
exist through trading in the shop. Most of the cus- 
tomers are other retailers, whose problems we know 
only too well. Otherwise the goods are ordered by 
Government departments, local authorities, stage 
fitters and officials of customer companies requiring 


‚ personal purchases at wholesale rates; in other words 


of the same ilk as the contract customers. 

Code of practice provides that the wholesaler's 
trading is confined within these bounds. ''hough not 
legally enforceable, this effectively discourages direct 
sales to the public. It is usual in the trade to offer 
discount for prompt payments, which has the desired 
effect in most cases, but some customers prefer to pay 
net regularly two to four months in arrear. 
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Sanction 

Let us now consider just what kind of safeguards are 
practicable to assist management in this rather complex 
problem. When asked to charge purchases, the sales- 
man will inquire whether an- account has been 
opened. If the answer is negative, the customer will be 
asked to complete a form nominating two trade 
referees and a banker. The banker does not in fact 
tell us much, but it is comforting to be told that he 
knows the customer. The other referees are normally 
asked how long they have known the applicant; to 
what extent they have allowed credit, and whether 
payment has been made promptly. Personal testi- 
monials are of only marginal value. Inevitably there 
i$ the person seeking credit for the first time who 
offers as a referee his vicar. Although I am a church- 
man, in this context I would rather have a guarantor. 

But if the customer avows he has an account, there 
is a dilemma: the statement may be true or false; and, 


if it is true, the account may be bad. It is impracticable 


in a large shop for every charge to be referred to the 
ledgers while the customer waits, so some discretion 
should be given to sales staff, but the amount must 
be strictly limited. According to the seniority of the 
individual, this might range between £2 and £50. 
Many retail organizations have adopted the use of 
personal account cards. If the customer presents one 
of these and can reproduce the signature it bears, he 
is allowed to take goods almost without question. But 


two dangers are obvious: the account may be in . 


arrear, and the shopper-may not be the true owner 
of the card. Consequently there must still be limits 
to the value of goods taken. Beyond this stage the 
matter should be referred to the counting house. 
(This, incidentaly, is our rather quaint way of 
describing the sales ledger section.) 

The worry is, of course, primarily about ‘take’ 
goods. When purchases are to be sent, the paper- 
work initiating the delivery automatically passes 
through the counting house. If sanction is withheld, 
the customer will receive a letter, probably accom- 
panied by a pro forma invoice. 

In cases of contract and wholesale business, where 
the question of taking goods rarely arises, probably 
all orders can be sanctioned by the accounts depart- 
ment. 

Trade Organizations 
Both retailers and wholesalers have their trade pro- 
tection associations. On inquiry they will assess а 
credit rating and produce the names of all members 
who have previously sought information about the 
customer. ‘Those whom he did not quote, incidentally, 
will be noted with interest, because it is not unknown 


— for people to nurse a couple of accounts specially to 


quote them for references. 

Extension of this idea into a wider field leads us to 
the Export Credits Guarantee Department. This is 
an insurance scheme by which the Government, 
recognizing the greater difficulty of credit rating and 
debt collection in overseas markets, seeks to relieve 
the exporter of this burden. In response to inquiry, 
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the Department will specify a credit limit and a 
premium will be charged in ratio to the value of 
exports, the rate varying for different countries. If 
accounts fall into arrear, the Department takes over 
the collection, and in the event of default the exporter 
stands indemnified for the greater part of his debt. 


Collection 


Collection procedure is fairly standard in most 
organizations. One starts with a detailed statement; 
next month is sent the account rendered, with or 
without ‘stickers’ (according to taste). Two or three 
graded stereotyped letters may follow before the 
matter receives more personal attention. 'This leads 
to the threat of legal proceedings, which is about as 
far as the normal administration can go. 

The papers are passed to solicitors or other agents, 
who will make further application for settlement. If 
this is unsuccessful, the matter may be pursued with 
Court action, but consideration is given to the size 
of the debt and the likelihood of its recovery before 
one becomes too deeply committed in legal pro- 
ceedings. It is not only a matter of costs, Careful 
study of the law of contract, sale of goods and so on, 
may be of only academic interest. Very often the 
defence pleaded is alleged inefficiency by the supplier. 
Even if this is proved false, the company will have : 
suffered adverse publicity, and this factor must be 
weighed against the actual recovery anticipated. 


Internal Audit 


The internal auditor's function here — as always — is 
to safeguard the company's interests by seeing that 
its policy is properly carried out. As I hope has been 
suggested already, he will not be looking for adher- 
ence to hard-and-fast rules. He must remember that 
credit is a personal matter and it may need tailoring 
to personalities, 'This is not to contradict my earlier 
remarks. 'The auditor must satisfy himself that 
deviations from the standard were authorized by a 
responsible official and that his decision was not made 
lightly. Moreover, the decision must not become a 
precedent: all exceptions must be treated on their 
merits. . 

Тће question of sanctions can best be dealt with by 
sampling. А random selection of live accounts can be 
subjected to a simple questionnaire: 


(а) By whom was it sanctioned? 

(b) Was it within his discretion? 

(c) Were the references adequate? 

(d) Were they satisfactory? 

(e) What is the payment record? 

(f) Have legitimate complaints justified late settle- 

ment? 

On the collection procedure, the auditor should see 
that statements are sent off directly after the month- 
end close-down or at the appropriate times if cycle 
billing is operative. The follow-up letters mentioned 
should be watched in the case of 'regulars'. If the 
routine always follows the same pattern, your debtor 
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knows he can safely wait for the final demand notice. 
It is most important to see that threats are actually 
carried out. I mentioned earlier that the company 
may exercise a waiver at the point of litigation. Where 
this has happened, the circumstances must be 
thoroughly scrutinized. 

Аз to staff accounts, my own policy since the intro- 
duction of a clearance certificate for those leaving the 
employ is to make a complete review twice a year for 
overdue accounts, and I include examination of all 
cash floats. From time to time a sample of staff 
accounts 18 checked for discount validity. 

Discounts allowed to the wholesale customers are 
also subjected to scrutiny. Clearly discount deducted 
from payments received late should be forfeited, yet 
every month many debtors draw their cheques on 
the due date, and a week may elapse before the 
recipient's bank account is credited. Having managed 
a bought ledger section for some years, I am not 
schizophrenic enough to be too harsh in these cases. 
"Nevertheless, it is important to ensure that discounts 
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claimed are not automatically allowed; and when dis- 
allowed the matter must be brought. home to a 
responsible official of the customer company. Other- 
wise the clerks at each end may play ducks and drakes 
with each other until they build up a hopeless dis- 
crepancy between them. 


Evaluation 
In summing up, one could observe that if the period 
of credit is reduced, a contraction of financial costs 
will follow; that if arrears are promptly followed up, 
bad debts may be avoided. But in terms of money it is 


quite difficult to show positive savings resulting from - 


an audit in this sphere. The real importance of credit 
control in a company’s organization lies in its direct 
relationship with the customers on matters about 
which most folk are extremely sensitive. You will 
normally hear little of it until something goes wrong, 
and when that happens your company's goodwill is in 
jeopardy. For this reason, I commend such an audit 
to you as well worthy of your attention. 





Weekly Notes 


ANOTHER VIEW ON DECIMAL CURRENCY 


N this issue, we reproduce the memorandum of the 

Council of The Association of Certified and Cor- 
porate Accountants on the decimalization of the 
currency recently submitted to the Halsbury Com- 
mittee. The reasons for supporting ‘a major unit of 
1ood’ are set forth simply and clearly and the way in 
which the Council marshals its arguments will 
command respect even from those who do not agree 
with the conclusions reached. 

As noted in these columns two weeks ago, the 
Association is not the only professional body first to 
have favoured retaining the pound as the principal 
unit and then to have changed its views. The Council 
of The Institute of Chartered Accountants in 
England and Wales has already circulated its reasons 
for advancing the claims of the ros unit, after further 
consideration of the problem, and the Council of 
The Institute of Cost and Works Accountants has 
come round to the same opinion in its memorandum 
of evidence to the Committee which we hope to 
reproduce next week. In this document, the pound is 
dismissed as too large a unit by international 
standards and one which cannot casily be deci- 
malized. It seems evident that the Council 
hesitated between the ros system and the 8s 4d 
system but, while appreciating that the adoption 
of the latter would serve to maintain existing values 


in small transactions, easier comparison of major 


units (‘a factor of 2 is more readily understood than 
а factor of 2-4") is among the advantages which have 
now made it opt for the ros system. 


STOCK EXCHANGE ANNUAL MEETING 


HE annual meeting of the Stock Exchange on 

May 24th was of more than usual interest this 
year to outsiders. The chairman said in his speech 
that the negotiations are proceeding satisfactorily 
with the Post Office to incorporate in their existing 
site the plan to rebuild the Stock Exchange. Design 
plans of the new Stock Exchange are expected to be 
ready in the next few months and if these are con- 
sidered suitable they will be submitted to the planning 
authorities for approval in the autumn. 

Тће year just ended has seen the introduction of 
new rules of membership, also rules for the creation 
and dissolution of firms and concerning firms' 
accounts. А committee has started work promoting 
the co-ordination and possible unification of the 
activities of stock exchanges throughout the United 
Kingdom. On this committee there are representa- 
tives of the Council of Associated Stock Exchanges 
and the Provincial Brokers’ Stock Exchange. The 
possibility of allowing broker firms to establish branch 
offices overseas is still under consideration by the 
Council. | 
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The chairman also referred to the advertising -,- 


campaign which started on April th. This did not 
come within the financial year under consideration 
which ended on March 24th, 1962. Тће purpose of 
the campaign is to explain the function of the Stock 
Exchange but not, at this stage, to invite business. 
There has, however, been a significant increase in 
the number of applications for the short list of 
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brokers since the campaign began. The annual 
average number of applications for the list over the 
last three years was 3,466. Since April oth, 3,645 
applications have been received. 


Раз AND PUBLIC AUTHORITY EMPLOYEES 


N the House of Commons on May 24th, the 
Economic Secretary to the Treasury confirmed 
that the new forms PrrD for expenses and benefits of 
employees applied to employees in the nationalized 
industries, since they carried on trade. Тћеу did not 
apply to ordinary civil servants, nor to employees of 


local authories except where they were employed . 


in some trade. Mr Barber said that 'their expenses 
payments are more strictly regulated than is generally 
the case in industry and commerce. Therefore, the 
ordinary pay-as-you-earn machinery is normally 
sufficient". 

This is not a complete answer because the legisla- 
ton applying to industry and commerce does not 
merely provide for a strict regulation of expense pay- 
ments. ЈЕ imposes tax on payments which are not 
taxable in the hands of civil servants or employees of 
local authorities. 


PAYMENT UNDER GUARANTEE DEDUCTIBLE 


S E who have lent money to clients and 
lost it have tried in vain in the past to claim the 
loss as a deductible expense for income tax. The 
existing authorities could not be said to be in a very 
satisfactory state. It seems now that Mr Justice 
Pennycuick has reversed the trend. He held that a firm 
of solicitors could deduct a payment of £412 made in 
consequence of their having guaranteed the overdraft 
of a client of theirs. According to The Financial Times 
of May 24th the Appeal Commissioners had found 
as a fact that the solicitors had been guaranteeing 
their clients' overdrafts for the last thirty years and 
this was the first time that they had had to pay. Тће 
Commissioners were also satisfied that other solicitor 
firms were accustomed to giving such guarantees, 
usually for temporary purposes, and that the £412 in 


' the present case was expended wholly and exclusively 


for the purposes of the profession. 

The Crown having appealed, his lordship said that 
the firm's practice was a sensible and proper activity 
— particularly since in the present case the guarantee 
was given in a transaction involving a purchase of 
property on the client's behalf. The expense was 
properly allowed. 


FINANCIAL INFORMATION 


NE of the major obstacles in the way of forward 

economic planning in peace time is lack of full 
knowledge of current economic trends, such as would 
enable corrective. measures to be adopted in good 
time. The problem is often one of balancing the value 
of a particular item of information against the diffi- 
culty and cost of obtaining it. 
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Reference to this problem was made at the 
recent annual general meeting of the Industrial 
Bankers’ Association. The Radcliffe Committee on 
the Working of the Monetary System recommended 
that statistics should be collected at regular intervals 
from financial institutions covering the main financial 
assets and liabilities. It was suggested that this 
information together with figures from other institu- 
tions should be used to draw up a single account for 
financial institutions as a group with a view to show- 
ing the change taking place in the structure of their 
assets and the current flow of funds from the financial 
sector as a whole to other major sectors of the economy. 
After discussions between the Statistics Division of 
the Board of Trade, the Finance Houses Association, 
the Hire-purchase Traders’ Association and the 
Industrial Bankers’ Association,:a suitable form was 
drawn up and agreement was reached that its com- 
pletion should not throw an unreasonable burden on 
members, 


BACKGROUND TO THE E.C.M. 


BOOKLET has been issued called Britain and 

the European Communities!, which gives a 
summary of the present working of the European 
Economic Community with the statistical data which 
is necessary for appraising the advantages and dis- 
advantages for Britain in joining the European 
Common Market. There has been a series of book- 
lets of this kind put out under various auspices. The 
ease for another lies mainly in the fact that the 
situation is continuously changing and the statistical 
data has to be brought up to date. - 

The booklet gives a brief account of the establish- 
ment of the European Coal and Steel Community 
and such organizations as Euratom. It then goes on 
to show how the E.E.C. established under the Treaty 
of Rome operates. There are then sections on the 
European economy as a whole showing the trend of 
United Kingdom output compared with the member 
countries of the European Common Market, the 
trend of employment, wages and costs. 'T'he pamphlet 
points out that although labour costs in Britain 
are somewhat higher than those in some European 
countries, it does not follow that costs per unit of 
output are out of line. If average hourly labour costs 
in the manufacturing industry are compared for 
April 1959, approximate social costs being included 
in the calculations, the United Kingdom has a bet- 
ter record than any of the members of the Common 
Market except Western Germany. At 66d per hour 
costs in this country compare with 67d per hour 
in Western Germany and 92d per hour in Sweden. 
Switzerland has the same figure as Britain. 

'here are sections dealing with the trade of 
Commonwealth countries with Europe and also 
closing sections on what will happen if Britain joins 
the Common Market and on Western Europe's 
prospects of prosperity in the world as a whole. 


1 H.M.S.O. Price 35 net. 
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INCOME FROM PROFITS 


T trend of profits is discussed in the latest 
(May) issue of the Bulletin for Industry. It 
points out that profits have borne most of the effects 
of short-term fluctuations in demand and output. 
In consequence, over the years 1953 to 1960, they 
rose as much as wages and salaries on a percentage 
basis, but their progress was much more uneven. 
This would be expected since profits are by their 
nature a residual item. 


"There has been a tendency of recent years for the 
proportion of company income distributed as 
interest and dividends to rise and the proportion 


taken in taxation to fall, but with the fall in company ` 


profits in 1961 the rise in dividend distribution has 
slowed down. 


There are two sources of data on profit trends. 
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The first of these is the series put out by The Financial 
Times and similar series. Тће Central Statistical 
Office provides another series. The two series show 
different degrees of fluctuation in profits but they 
reveal a broadly similar trend. А feature of both is 
that they do not give very up-to-date information. 
Тће Central Statistical Office series now gives 
figures for the fourth quarter of 1961 and the series 
based on companies reporting in The Financial Times 
is available up to the third quarter of 1961. In order 
to put both series on a comparable basis the Bulletin 
shows each quarter as a percentage change on the 
same quarter a year before and includes a six-months' 
timing adjustment to allow for the time-lag in 
company reports. Both sets of figures show a drdp 
in profits since the first quarter of 1961, which 
accords with general experience since the end of the 
last boom. 





| by An Industrious Accountant 


CHAPTER 126 


"HERE'S a book of humour called 7066 and All 
‚№ That which has among its many gems a knack 
of describing historical personages succinctly as Good 
Things or Bad Things. This type of libellous appel- 
lation is capable of extended use. Take chairs, for 
example, just ordinary office chairs. Surprisingly 
enough, they can be Bad Things. | 

The basic point about a chair is not so much its size 
or its shape or its softness; it's the ease with which one 
sits in it. When it becomes a sort of status symbol, then 
this basic point looms large in business importance. I 
noticed this suddenly when Y had a session with our 
personnel director recently. : 

Prinny is a character who looms large in our 
organization, and not merely because of his rotund 
bulk. His naval service stands him in good stead, also. 
Behind his natural geniality and his professionally- 
posed phlegmatic impassivity, lies hidden a readiness 
to blow his top. He can bawl out a defaulter like 
Captain Bligh at his worst; it’s always a case of 
‘Breakers ahead’. | 

However, he greeted me cordially with a ‘Pull up a 
chair, old man’: we settled down to discuss the possi- 
bility of pruning the accounts staff, as there's a fierce 
economy drive under way. Before long, he needed 
some statistics, so he summoned his assistant, a 
rather weedy type with a nervous eys, and questioned 
him briskly. Weedy wasn't asked to sit down, though 
the questioning dragged on somewhat. It was only 
then that I noticed that all the chairs in the room were 
placed well back against the panelled walls, and it was 


à big room. Twice Weedy cast a furtive glance at them, 
but Prinny didn't take the hint. He chatted on in his 
bluff quarterdeck style. Weedy wasn't the man to break 
off the conversation, turn away to the wall, pull for- 
ward a chair to the director's desk and sit down 
calmly. His status was tacitly fixed and understood; it 
was just one of those things. Not that Prinny wasn't 
more than courteous to him, of course, but Weedy 
simply hadn't graduated to the appropriate level yet. 

After Weedy had departed, we decided there could 
possibly be scope for improvement in the punched- 
card section, and in a revised layout for the cashiers. 
So we summoned the internal auditor — a dedicated 
young man with an intense approach to problems – to 
discuss the matter. He stood there for a few moments, 
legs wide apart, hands clasped behind him, brooding 
deeply, while we outlined our ideas. Then his eyes 


blazed with inspiration behind his thick black-rimmed . 


spectacles. 

*You know, you've got something there, sir,' he said 
*Look, by re-routing the duplicate receipts . . . let's 
draft a new work-flow chart.’ He put a foolscap pad 
on Prinny's desk, and pushing aside with brisk effi- 
ciency an ashtray and an ornamental brass gadget, he 
sketched rapidly some lines and symbols. Still talking, 
he crossed the room with long strides, and hauled 


back a chair one-handed, perching determinedly on: 


its edge. All his attention was bent on his hardworking 
pencil... ‘this triangular box’, he went on, ‘indicates 
comptometers.’ 

While we studied the plan he sat back thoughtfully, 
lit a cigarette, and exhaled a long grey cloudy column; 


clearly he was a man who had never heard of status · 


symbols. Prinny measured him for a moment with a 
glowering glance, but his innocence was obvious. We 
asked him to check the details and prepare a report. 

‘That young man will go far,’ said Prinny crypti- 
cally as he put the two chairs firmly back against the 
wall later. I didn’t ask him what he meant; I just 
mentally registered chairs as Bad Things. 
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The Association Favours 100-penny System 
A Memorandum submitted on behalf of the Council of The Association of Certified 


and Corporate Accountants to the Committee set up by the Chancellor of the 
Exchequer under the chairmanship of the Earl of Halsbury to inquire into the 
method and cost of decimalizing the currency. 


Introductory 
OLLOWING the invitation extended to this 
Association by the Halsbury Committee, the 
Council of the Association (hereinafter referred to 
as ‘the Council’) has considered the matters covered 
by the Committee's terms of reference and desires to 
Submit the observations which are set out hereunder. 
2. Тће Council has been advised that the terms of 
reference of the Committee are as follows: 
(а) To advise on the most convenient and practical 
cS form which a decimal currency might take, 
including the major and minor units to be 
adopted. 
(5) То advise on the timing and phasing of the 
change-over best calculated to minimize the cost. 
(c) To estimate the probable amount and incidence 
of the cost to the economy of proposals based on 
(a) and (6). 
Accordingly its consideration of the problem has 
been confined to those terms. : 


Convenient and Practical Form of 
Decimal Currency 


3. In considering the most convenient and practical 
form of decimal currency, the Council took into 
account the following points: 


(a) The major unit selected should be capable of 
decimal sub-division, which would produce a 
lowest minor unit suitable for practical day-to- 
day purposes, e.g. newspapers, bus fares and 
housewives' shopping. 

t (b) An endeavour should be made, if possible, to 
avoid the inflationary tendency which might 
arise if minor units of a slightly greater value 
than the present ones were selected. 

© It would be desirable to restrict the number of 
decimal places and at the same time to endeavour 
to keep the number of digits of an amount 
expressed in the new currency somewhat the 
same as an amount expressed in the existing 
currency. 

(d) In considering the advantages of any one system 
over another, it is desirable that a long-term view 
should be taken and, while some link between 
the old and the new may be desirable, the new 
system should not be merely а. compromise to 

~ avoid temporary transitional problems. 

4. The Council considered that the selection of 

‘appropriate units of currency involved a choice 

between the following: 
(а) (1) Selecting the present £ and subdividing it 
into one thousand parts. А 
(ii) Selecting the present £ and subdividing ae 
into one hundred parts. 
(b) (i) Selecting a major unit related to the present ` 3 
£, but less than £1, e.g. ros. 


= 


(ii) Selecting a major unit related to the present 
£, but greater than £r, e.g. £5. 


(c) Selecting first the minor unit and building it up 
to a major unit, e.g. a minor unit of d and a 
major unit of rood. 

(d) Selecting an entirely different unit of currency 
not related in any way to the present system. 


5. The Council could see no advantages in selecting 
an entirely different unit of currency пої: related in 
any way to the present system, and it therefore gave 
its attention to the five possible methods set out in 
paragraph 4 (а), (Б) and (c) above. The various aspects 
of these proposals have been compared and the results 
tabulated in the Appendix to this memorandum. 


6. Before arriving at a conclusion, the Council 
examined the major points which arose from making 
the comparisons referred to in the preceding paragraph. 


(a) The selection of the present £ and subdividing 
it would result in the following advantages: 

(i) The prices of articles and services over £1 
would retain a substantial identity with their 
present prices. 

(ii) There would be no alteration in the Foreign 
Exchange value of the £. ° 

(iii) The present coinage of 6d and upwards is 
capable of being expressed as a precisely 
equal valué to a specified' number of 
thousandths of £. 


The following disadvantages would, however, 
arise: i 
(i) Prices under £1 would lose their identity. 
(ii) While the present £ is divisible by то with- 
out departing from the present coinage, 
further sub-division by ro involves the intro- 
duction of coinage not related to the present 

coinage. 

(iii) Division by roo to the second decimal place 
gives a minor unit equal to 2:4d which is 
too large for many purposes today, and 
therefore division by 1,000 to -the third 
decimal place is necessary to arrive at a 
suitably small unit. 

(iv) Coinage of 3d and lower would not equate 
exactly in value with a thousandth part of £. 

(v) It would be inflationary at lower prices. 

(vi) Lengthy notice of the change would be 
necessary for both usage and change-over of 
machines. 


(5) The most favoured major unit other than the £ 
is the 10s major unit. The advantages of this 
method of decimalization are: 

(i) A division by 100, as in the case of South 
Africa, might bé sufficient. This would lead 
to a lower unit equivalent to 1'2d which 
might be small enough for most normal 
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purposes. While this would avoid the dis- 
advantages of the third decimal place re- 
ferred to in the first method, there would be 
the inflationary tendencies referred to above, 
(ii) The selection of a small major unit would 
make its international value more in keeping 
with some of the other important inter- 
“national currencies than the present f. 


The disadvantages are: 


(i) Values expressed in the new denomination 
would have no common identity, either in 
large or in small sums, with the present 
system, and it might take people longer to 
familiarize themselves with the currency. 

. (ii) Tt may be argued that there would be a loss 
of international prestige. 


` (c) The selection of the £5 major unit has the main 
advantages and disadvantages set out above, but 
the following additional disadvantages appear to 
arise: 
(i) It is too large a unit. 
(ii) It requires at least four places of decimals 
to work satisfactorily. 
In any case, it only differs from the ros system 
inasmuch as the decimal place is in a different 
position. 

(d) The final proposal is to select the first minor 
unit and build it up, i.e. taking 1d as the minor 
unit and 1ood as the major unit. The advantages 
of this particular system are: 


(i) The old system can be translated precisely 
into the new system without any shift in 
relative values whatever as the halfpenny 
‘would continue in use as at present. In- 
flationary tendencies are therefore avoided. 

(ii) The prices of articles and services under 
8s 4d would be easily identified with present 
prices. 

(iii) The present currency could still circulate for 
the time being concurrently with any new 
coinage, without difficulty. 

(iv) 'The selection of a smaller major unit would 
make its international value more in keeping 
with some of the other important inter- 
national currencies than the present £. 


(v) Short notice would be required of a change- · 


over to this system. 
'The disadvàntages are as follows: 


(i) Although values are exactly convertible from 
the present system to the proposed new one, 
larger values would not be so easily identified. 

(ü) It may be argued that there would be a loss 
of international prestige. 


7. After careful consideration, the Council felt that 
of the five methods mentioned, three warranted 
serious consideration: 


(a) The sub-division of the present £ into a thou- 
sandth part, with a designation of, say, a mil. 
'The £1 and 10s notes, the 2s and 1s coins could 
be retained (although the last three would have 

‚ to be redesignated). New lower denominations of 
coins would be necessary. The 6d and 3d could 
continue to circulate, but would need to be 
replaced in due course. 
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(b) The use of the ros unit with one hundred sub- 
units of only rad. Apart from the size of the 
sub-units, it had no real advantages over the 
division of the £ into 1,000 parts. 

(c) The use of the major unit of 100d, which would 
involve the gredual replacement of the present 
coinage by sd, rod, 20d and possibly sod coins. 


8. In considering the merits and demerits of the 
three selected methods, the Council was initially in 
favour of adopting the £, because of the desirability of 
retaining the present basic unit and the possible effect 
abroad of the abandonment of the unit of currency 
which had been in use for generations. However, the 
disadvantages of the proposal compared unfavourably 
with the advantages of the rood unit, and the Council 
therefore came to the conclusion that the 8s 4d urfit 
possessed the least number of disadvantages. 

9. The Council therefore submits that, while there 
are advantages and disadvantages in all the various 
possible methods, it considers that the rood unit 
possesses the greatest advantages with the least dis- 
advantages. 


Timing and Phasing of the Change-over 

то. The Council feels that as the adoption of the 
rood unit would mean an exact convertibility at all 
levels from the old currency to the new, a Lmited 
amount of notice is all that would be necessary, but, 
having regard to the fundamental nature of the change 
to decimal currency, a notice of one year would be 
reasonable and adequate. 

rr. The Council has also given consideration to the 
question of the phasing of the change-over, and feels 
that if the existing currency could circulate con- 
currently with the new currency, the change-over could 
be effected in one operation. The new currency could 
be introduced gradually, but cashiers handling money 
in bulk would be faced with some transitional diffi- 
culties in handling and making up the two different 
types of currency. А period would therefore need to 
be set during which both types of currency would 
circulate. To some extent this period would have to 
depend upon the cost of replacing the coinage, and 
also the period within which coin-operated machines 
and meters could be altered. The Council is of the 
opinion that a time-limit should be set, and тһа a 
period of five years for the complete elimination of 
the old currency would not be unreasonable. 


Probable Amount and Incidence of the Cost 
to the Economy 


12. The Council does not possess sufficient informa- 
tion for the purpose of advising the Committee on the 
probable amount and incidence of cost to the economy 
of the various proposals for decimalization. [< has, 
however, recommended the selection of the rood 
unit since that system would not only cause the 


minimum of inconvenience, but would also appear . 


to be the least costly of the methods because of the 
exact translation of values from one system to the 
other. It appears to the Council that Costs would fall 
under the following headings: 


(a) 'To the community as a whole: 


(i) Printing of new notes. As, however, the life 
of notes in any case is comparatively limited, 
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the additional cost under this head need not 
be substantial. 


(ii) The eventual minting of a complete set of 
new coins other than the penny would be 
more expensive but should be carried out 
over a period of years. 


(Б) To individuals and businesses: 


(i) The main costs would arise in the conversion 
of accounting machinery, including cash 
registers. No doubt to some extent keyboard 
type machines could continue to be used 
where the whole number of digits were 
sufficiently large. In many cases, however, 
they would need to be replaced or adjusted. 

* (ii) Coin-operated machines would need to be 
altered to take the new .coins, except 
machines operated by pennies. 

(iii) Catalogues, price tickets, etc., would need to 
be amended, although in the case of the 
rood unit and the exact translation of 
the price, there could be no confusion in the 
values expressed in the old and the new 
currency. 


13. Тће Council feels that a subsidy should be given 
to companies and organizations having to convert 
equipment by virtue of decimalization. It has been 
suggested in some quarters that this could be achieved 
by special taxation relief. The Council considers that 
this would not be an appropriate way of dealing with 
the matter (e.g. local authorities and charities could 
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not obtain such relief) and this subsidy should be 
directly related to the cost of. the change and the age 
and outstanding life of the equipment concerned. 


SUMMARY OF RECOMMENDATIONS 


14. The following is a summary of the recommenda- 

tions which the Council submits: 

(a) That the most advantageous form which a 
decimal currency should take is a major unit of 
rood, with a minor unit of rd, and coinage of 
5d, 104, 20d and sod with the continued use 
of the halfpenny. 

(b) That it would be reasonable to give a notice of 
one year of the change, and that the existing 
currency should be withdrawn over a period of 
five years. 

(c) That while it is not in a position to estimate the 
amount and incidence of the cost, the proposals 
detailed under (a) above are considered to be the 
least costly of various possible methods of 
decimalization. 

(d) That a direct subsidy should be given to busi- 
nesses and organizations towards the cost of 
conversion of equipment as a result of decimal- 
ization. 

Appendix 
15. А table of comparisons between the various 
units of currency is detailed in an appendix [to] this 
memorandum. 


APPENDIX В 
£1 IOS £5 8s 4d 
,0 70 Й 
^ (a) Lowest coin equivalent to = ofid 0:64 о:64 144 id 
(b) Decimal places to record (а) .. 3 4 3 3 3 
(c) Lowest coin to account int ex .96 5 Е 
cept shops etc.) . тоо ef 34 = ad 3d id 
X (d) Decimal places required for (Ó 3 2 2 4 2 
(e) Inflationary in lower prices? .. Yes Yes Yes Yes No 
(f) Relative value of coins .. .. Change Change Change No change No change 
(g) Can existing coins be used? Some Some Some Yes (except та Yes 
and 3d) 
(B) Can existing notes be used? Yes Yes Yes Yes Yes 
. @ Present prices in catalogues, š 
books, etc. se. sie .. Change Change Change Change Change only by 
calculation 
() New price of: 
(i) Low price — 5s od *o:28 *0:29 ° #0575 0575 69d 
(ii) Higher price – £8 17s gd.. *8:887 *8-89 *17-775 17775 21°33 
(k) Foreign exchange value .. Same Same Less Greater Les . 
(D Number H units in publie = . 
accounts , : Same | Same Possibly more Possibly less Possibly more 
* (m) Adding Па 
x>— (ü) Transitional 22 Can use only whole numbers on machines Сап beused with Can be used with 


(ii) Future eight keys 


Present £ equivalent approximately 


mental conversion mental conversion 


£100,000 £1,000,000 £500,000 £50,000 £420,000 
(n) Timing for introduction Lengthy Lengthy — Lengthy Any time Any time 
notice notice notice 
(о) Psychology of change — use of 7 
old terms? š 5 Мо Мо Мо Yes (except 1d Yes 


and id) 


* Approximate. 


712 


Electronics 


in the Office 


Investment Portfolio Valuation by Computer 


NE of the time-consuming routines common to 

every stockbroker's office has recently been 
engaging the attention of IBM United Kingdom Ltd 
and has been successfully programmed for processing 
by computer in the company's London Service 
Bureau. j . 

The task is the periodical valuation of clients' 
portfolios which has normally been calculated labor- 
iously by hand by the broker's clerical staff at a heavy 
cost in man hours and overheads. 'The computer, which 
will now be able to process a valuation at a speed of 
300 to 400 lines a minute, is the IBM 1401, one of 
which is installed in the IBM Data Centre in Newman 
Street, Wr, and a second in the company’s Service 
Bureau at ror Wigmore Street, WI. 

Both the Data Centre and the Service Bureau exist 
to process work for outside customers who have no 
data-processing installation of their own, or only an 
installation which is inadequate for а periodical 
overload of work, and charges are based on machine 
time used and any cost of writing programmes. 

In the case of the portfolio valuation, the programme 
is ready written in such a way as to be applicable to 
every stockbroker who wishes to use it so that pro- 
gramming charges are reduced to a minimum. The 
overall cost of a valuation by this method, at 7d per 
line, is conBiderably less than the cost of manual 
preparation. 

Input to the system consists of a file of punched 
cards held by IBM and recording the investment 
holdings of clients. These cards contain a code number 
for each broker and each client, and a single card 
records the amount of one holding and the title of the 
security. The cards are filed in the sequence of each 


client within each broker and are amended from . 


change slips which the broker sends in, recording 
changes in holdings, new holdings or discontinued 
holdings. 'T'he file is thus constantly up-dated, so that 
when valuations are called for, Service Bureau staff 
will select the cards for the appropriate clients and 
put them through a 1,000 card per minute sorter to 
arrange them in the required sequence. This is in a 
‘predetermined classification, under fifty headings of 
different types of stock, ће. British Government, 
industries, oils, foreign bonds, etc. 

For each group of cards recording one particular 
Stock, a new card is inserted on which is recorded the 
price and the dividend from the Stock Exchange Daily 
Official List and this information is then punched 
automatically on a run through the machine into 
every following card recording a holding of that stock. 
At the sarne time a new pack of identical cards, without 
the price and dividend rate, is reproduced automatically 
to go back to the master file as a starting-point for the 
next valuation. š 

'The cards are then sorted back to the original order 
of client within broker and go through the computer 
which calculates the value from the holding and the 
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middle price, and the estimated income and percentage 
yield from the holding and the dividend rate. 

The machine prints out this information at zpproxi- · 
mately 400 lines per minute on prepared stationery, . 
to include a code number for the broker and for each © 
client and the date of the valuation. 

Holdings are listed by type of stock according to the 
fifty headings mentioned above and each type of stock 
is separately sub-totalled by value and estimated 
income. At the end of the run each sub-total is sum- 
mafized on a separate sheet for each client and a 
grand total is produced, together with a schedule of 
the percentage which the holdings of each type of 
Stock bears to the grand total. 

The new system of stock valuation and invastment 
analysis is available on request for the use of stock. 
brokers and has created considerable interest among 


*City firms since it was announced. 


New Data Centre 


HE official opening last April of the Commercial 

Union Group of Companies data centre at 7 
Concord House, Exeter, marks one of the most am- 
bitious electronic data processing projects yet attempted 
in the United Kingdom. 

'ÜThe new centre, previously referred to in The 
Accountant of May 28th, 1960, houses an English 
Electric KDP.10 data processing system, coup_ed with 
a country-wide network of data transmission links with 
each of the Commercial Union branch offices. The 
daily transactions at each branch office are encoded on 
punched-paper tape and transmitted by G.P.O. lines 
to the data centre where the information is assembled 
into the correct processing order. 

The main task of the system is the daily maintenance 
of amain file containing the records of some five million 
policy-holders. All five million policies pass through 
the system in four days, the daily operations including 
computing and recording 40,000 cash transactions, 
materially amending 5,000 policies, and printing and 
issuing 2,000 new contracts. 'T'he system also produces 
weekly renewals, lists, and account statements for , 
agents, together with branch office copies. Мапаве-2 
ment control information including branch and agents’ 
claims analysis and trends, 
revenue analysis and trends, and details of outstanding 
claims are produced as required. ° 

To deal with the wide variety cf forms necessary in 
insurance work, Rank Xeronic high speed printing 
equipment capable of printing 4,700 alphabetical or 
numerical characters per second is included in the 
system. The provision of pre-printed stationery is 
unnecessary, as the printer selects and prints the 
required format simultaneously with the details of the 
policy-holder concerned. The Commercial Union 
installation it is claimed is the first to use this type of 
equipment for insurance work. 


New Branch Office for Leo Computers 


EO Computers Ltd opened a branch office in 

Birmingham, on June rst. The new office will act 
as Midiand headquarters, providing consultancy and 
programming facilities for the company’s computer 
users in the region. These include Dunlops, Standard- 
Triumph, Stewarts and Lloyds and І.С.І. Metals. 
Staff training and maintenance facilities will also be 
available. 
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Operating Buses 


НЕ accounts of Lancashire United Transport 
Ltd, the bus company well known to readers in 
‘that area, are the subject of this week’s reprint. 
Sir Robert Cary, м.р., its chairman, summing up, 
says the fleet now consists of 297 double-deck buses, 
67 single-deck and 56 coaches, a total of 420 passenger 
vehicles. The company gives employment to 1,643 
persons of whom 1,380 are men and 263 women. 
alt has other interests: a subsidiary, Waterloo Motors 
(Bolton) Ltd, with workshops, showrooms, spare-part 
stores, etc., runs a motor agency business. ` 
But, as Sir Robert points out, L.U.T. remains ‘a 
single independent operating bus company owned 
wholly by its stockholders’. He uses these words in 
the context of a view of public transport, the whole 
field of which, he believes, is likely to come under 
some sort of general review during the next few years. 
A tactical beginning, he says, was made when the 
Transport Bill was presented last November. By this 
measure, a large number of bus-operating companies 
will be directly affected by a compulsory transfer of 
their shares held by the British Transport Commis- 
sion to a new holding company, a company subject 
~ to the direction of the Minister of Transport. 


Passengers 


L.U.T. itself dropped 1,735,000 passengers in 1961, 
the number carried falling from 81,520,000 to 
79,785,000. Fluctuations such as this, Sir Robert 
states, can. be explained by general social changes 
brought about by short hours of work; to changes 
in the distribution of population and industry; and 
to the extension of private motoring. But while in 
the transitional social conditions of today it is easy 
to detect the effects, it is hard to analyse the exact 
causes of some of the reasons for passenger fluctua- 
tion. ae 

One very interesting section of his statement deals 
with fuel taxation. The bus industry. is paying £28 
million a year in fuel tax, now 2s od a gallon. This in 
turn is translated into an inflated level of fares and 
orogressive reductions in unremunerative services. 
"He gives a table of figures to show the weight of this 
taxation on the company and its passengers, and the 
table, which gets behind the main credit entry in the 
profit and loss account, is included in the reprint. 

This question of the fuel tax is a matter on which 
the bus industry is constantly making representations 
to the Chancellor of the Exchequer. Linked to the 
campaign for tax remission is the Jack Report on 
Rural Transport with its majority recommendation... 


1961 


Е 
165,477 


1,368,570 
£1,534,047 


£ 
431,378 


265,901 


: Aggregate 
£2,337,407 £968,837 


Valuation Depreciation 


or 
Е 





At Cost 


.. 


ges 


Y 
(less Tax) = 


Ordinary—Proposed 


Short Term Loans and Mortga; 
Preference 


Plant and Machiner 

Motor Vehicles 

Tax Reserve Certificates ` ` 
Cash and Bank Balances .. 
Creditors 

Final Dividends 


Debtors 
Taxation 


` Freehold and Leasehold Properties 
Stocks 


i CURRENT LIABILITIES 


115,068 £ 


FIXED ASSETS 
^; CURRENT ASSETS 


57,558 | 


m 


187,207 NET CURRENT ASSETS 


20,000 GOODWILL at Cost less amount written off 
£1,515,086 


1960 
411,363 
69,527 
826,989 
1,307,879 
31,194 i 
225,000 | 
102,327 | 
416,079 i 
79,532 | 
5,512 | 
28760 i 
228,872 | 





rre 


1961 
£ 
852,416 
401,353 
£1,534,047 


Issued 
£ 
101,991 
123,000 
3,067 
355,000. 
46,353 





£ 
Jor 





Authorized 
£1,000,000 


ROBERT CARY 
Е, A. WILLINK 


placement Reserve (note 1) 
Sale of Fixed Assets 


b) Vehicle Ке 
(c) Surplus on 
(a) General Reserve .. 
(b) Profit and Loss Account 
IN SUBSIDIARY COMPANY 
000 FUTURE INCOME TAX . 


а) Surplus on dissolution of a former Subsidiary 


6% Cumulative Preference Stock 


Ordinary Stock .. +š 
Ordinary Shares of £1 each 


| 


MINORITY SHAREHOLDERS' INTEREST 


CAPITAL 
+: CAPITAL RESERVES 


101,991 
ve: REVENUE RESERVES 


355,000 i 





31067 
i 
9,281 


£ 
56, 


1960 
300,000 
552,416 
852,416 

89,000 

48,33! | 


LANCASHIRE UNITED TRANSPORT LIMITED 
CONSOLIDATED BALANCE SHEET 3155 December 1961 


"403,331 
^ £1,515,086 
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of aid for unremunerative rural services by way of 
subsidy through county councils. But it is a highly 
contentious matter for which the Government has 
not yet been persuaded to give Parliamentary 
debating time. 


All Tax ' | 

This high-lighting of the fuel tax might be an 
occasion for a consideration of taxation, in general, in 
accounts. Ín these particular accounts, income and 
profits taxes account for £76,694. in the consolidated 
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profit and loss account. But as Sir Robert shows, 
practically twice this amount falls to be met in a fuel 
tax, the weight of which is not evident apart from 
the table in his statement given in the reprint. Yet, 
as between one tax and another, there is, apart from 
method of.computation, no really vital difference. 
It is all tax; and a meditation on the subject might 
well start from that fact. 


To suggest. for consideration that accounts might 
give a wider view of the burden of taxation is not as 
startling as it may seem. Joshua Tetley & Sons, the 





LANCASHIRE UNITED TRANSPORT LIMITED 
PROFIT AND LOSS ACCOUNT for the year ended 31st December 1961 












































1960 1961 1960 1961 
£ £ £ £ £ 
135,218 Depreciation os me 140,543 Motor Omnibus Receipts and other Income 
Directors;-— T less Operating, рани and General 
8,500 Fees .. D Е 2 8,000 336,877 Expenses .. .. é s 329,513 
— Management Remuneration 4.371 
— 12,371 
7,855 Employees' Pension Scheme és 7,145 11,681 Investment Income T Я . 14,087 
= c9 Taxation:— | 
63,690 Income Tax (note 2 55,093 
i 17,000 Profits Tax zs .. 21,500 
780,690 6,593 
232263 236,652 
116,295 Balance carried to Appropriation 
Account .. EN .. . 106,948 
£348,558 £343,600 £348,558 £343,600 
5,034 — Amount written off Shareholding Е 
in Subsidiary .. x 25271 И 
Pd sio BS Lis a = EE 116,295 Balance of Profit and Loss Account for gear 106,948 
General Reserve .. . — 
Vehicle Replacement Reserve 32,105 45,413 Balance brought forward from previous year 48,331 
Dividends (less Tax) Tu 
ividends (less Tax):— y 1s $ 
6% Cumulative Preference Stock 11,025 9,228 Taxation Provision no longer required 1,769 
Ordinary Stock:— 
Paid—Interim 4% .. 13,534 
Proposed—Final 819 ° E 28,760 
53,319 
122,605 110,695 i 
48,331 Unappropriated Profits carried for- 
ward 2s MS .. .. 46,353 
£170,936 £157,048 £170,936 £157,048 
a For notes see page [below] — == RN 
NOTES ON THE ACCOUNTS EXTRACT FROM CHAIRMAN'S STATEMENT 
(1) VEHICLE REPLACEMENT RESERVE:— £ The following details indicate over the last three years the amount of fuel 
As at 3155 December 1960 sis vs a 89,000 used by the Company's fleet and the amount of tax paid:— 
Transfer from Profit and Loss Account ` РЕ a .. 32,105 
No. of gallons Tax ber 
121,105 * Period used gallon Total tax 
Proceeds of sale—obsolete vehicles .. ae re - 1,895 а £ £ 
£123,000 1.1.59—31.12.59 1,168,156 26 146,019 
1.1.60—31.12.60 1,162,778 26 145,347 
{2) МСОМЕ ТАХ:— 1.1.61—25, 7.61 648,581 26 81,073 
The amount charged in the Accounts includes Reserve for future liability 26.7.61—31.12.61 502,461 29 69, 
of £46,500 based upon profits for the year. 150,162 
(3) CAPITAL COMMITMENTS:— Totalfor3 years .. - .. £441,528 


Contracts for Capital Expenditure so far as not provided for in these 
Accounts amount to approximately £183,C00 (1960 £143,000). 


(4) COMPARATIVE FIGURES:— 
[The comparative figures for 1960 include the initial four months trading 
of the Subsidiary Company. 








It is anticipated that approximately 
1,165,000 gallons will be used in 1962 
and the tax, if it remains at 2s. 9d., will 


“cost us "PNE .. .. .. £160,187 
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Yorkshire brewers, before its integration with the 
Ind Coope group, used to give 'Sales of cask and 
bottled ale’ (1959 — £8,767,515) reduced to ‘Net 
sales’ by deduction of ‘Beer duty on ale produced by 
the group’ (1959 — £4,726,844). The Royal Dutch- 
Shell group shows the same kind of thing — Sales, 
less duties. . 

One sometimes sees a company chairman in his 
annual statement adding up the weight of taxation 
under the various forms in which it is imposed. One 
becomes so used to 'profit before' and 'profit after' 
tax in accounts that *weight of taxation' is lost sight 
of until someone makes a special point of it. 


Tax on Biscuits 


NE can understand the feelings of Mr P. G. 

Macdonald, the chairman of United Biscuits Ltd, 

a name that covers well-known biscuit-makers like 
McVitie & Price and Macfarlane Lang & Co. 

There was a 6 per cent interim dividend on the 
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then issued ordinary capital of £44 million and a 
то per cent final on a capital of £6 million following 
a two-shares-for-three capitalization issue. 'T'he year's 
total dividend is equivalent to 144 per cent on the 
£6 million capital compared with an equivalent 
effective rate of 133 per cent for 1960 on the increased 
capital. T'here has been a tremendous mechanization 
and automation in the business since the war and 
the 1961 capital expenditure was over a million. 
Export trade has been moving up. The largest 
export market, Canada, showed a 6-8 per cent gain. 
And, for the first quarter of the current year, group 
sales show an increase. "The Chancellor’, says Mr 
Macdonald, 'asks us to produce and export more. 
We have done both’. What the Chancellor has dofie 
is to include chocolate biscuits in the 15 per cent 
tax on sweets. Mr Macdonald thinks the Chancellor 
and his advisers would be better employed looking 
for ways to cut Government expenditure and waste 
in the nationalized industries. They would not have 
far to look, he says. : 





CITY NOTES 


HE accumulation of poor industrial profit and 

dividend news coupled with heavy calls from 
the new'issue market and continued weakness on 
Wall Street has turned the London equity market 
decidedly easier. The Ford Motor Co's statement on 
earnings to the trade unions pressing for higher 
wages has brought home the profits versus costs 
position in no uncertain manner. 


The Ford Co's position is not entirely typical of 
industry as a whole. Production has been dislocated 
by a series of nagging strikes but there is in industry 
generally a basic condition of extreme pressure on 
earnings which has its roots in higher wage and other 
costs which cannot be passed on. in prices under 
Circumstances of acute competition in overseas 
markets and of flagging demand at home. 


So far as earnings are concerned, it is not enough, 
under present cost conditions, merely to maintain 
turnover; and yet, with credit restrictions still 
adversely affecting home demand, there is little 
prospect of increased turnover for many sections of 
industry — more particularly at the consumer end. 


For some time this position has been covered in 
the stock market by hopes of an easing of the credit 
restrictions imposed last July. Recent statements by 
the Chancellor would seem to point to an increase, 
rather than a decrease, in the credit pressure. 


RATES AND PRICES 
Closing prices, Wednesday, May 30th, 1962 


Tax Reserve Certificates: interest rate (28.4.62) 21% 


Bank Rate 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Dec. 8, 1960 5% Mar. 8, 1962 53% 
July 26, 1961 7% Маг. 23, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 479 
Treasury Bills - 
Mar. 23 £4 95 о474%  April27 £4 15 o'5s4d 94 
Mar. 30 £4 85 г16а% May 4 £4 15 972d 5 
April 6 £4 75 4'62d% . May rr £3 198 3-71d 9, 
April 13 £4 6s 8-544% May 18 £3 175 rosd% 
April 19 £4 55 4°31d% May 25 £3 16s 3°81d% 
Money Rates у 

Пау «о дау 21-31% Bank Bills 
7 days : 23-38% 2 months 47415 % 
Fine Trade Bills 3 manths 4-41 % 

3 months 51-6 % 4 months 474 35 % 

4 months 51-6 9 6 months 4-419 

6 months 51-6175 

Foreign Exchanges 
New York 2:801j—8r Frankfurt ir21j- 
Montreal ` 3:064 + Milan r7451—6 
Amsterdam 10:09} -i Oslo 20'043—% 
Brussels 139°744-2 Paris 127763-i 
Copenhagen 19-373 Zürich 12'12%— 
| Gilt-edged 

Consols 4% 63% Funding 3% 59-69 833 
Consols 23 9; 40$ Savings 3 % 60—70 811 
Conv'sion 51% 1974 911 Savings 3% 65—75 71% 
Conversion 5% 1971 924 Savings 24% 64-67 87$ 


Conversion 34% 1969 87 


1 Z Treasury 5$ 7; 2008-12 90$ 
Conversion 34% 55% 


Treasury 5% 86-89 844 


Exchequer 54% 1966 root ‘Treasury 34% 77-80 70% 
Funding 54% 82-84 931 Treasury 34% 79-81 уо} 
Funding 4% 60-90 88 Treasury 22% 40 fe 
Funding 34% 99-04 62 Victory 4% 96i 


Funding 3% 66-68 867; War Loan 34% 
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The Accountant Annual Awards for 1962 for company 
seports and accounts were presented by the Rt Hon. 
Тће Lord Mayor of London, Alderman Sir Frederick 
Hoare, at the Mansion House last Tuesday, in the 
presence of a large and distinguished company 
representing the City, the professions, commerce and 
industry. The Lord Mayor was accompanied by 
Mr Alderman and Sheriff Lionel Denny, м.с., 
and Mrs Denny, and Mr Sheriff C. S. P. Rawson 
and Mrs Rawson. 

Mr Percy F. Hughes, Editor-in-Chief of The 
Accountant, presided, and also on the platform were 
the representatives of the winning companies, The 
Rt. Hon. Lord Kindersley, C.B.E., M.C., Chairman of 
Rolls-Royce Ltd, and Mr W. G. Allen, F.c.a., Chair- 
man of Atkinson Lorries (Holdings) Ltd, together 
with Mr P. Е. Granger, F.c.A., President, The 


The Chairman’s Address 


Opening the proceedings, Mr Percy F. Hughes said: 


‘This is the occasion on which The Accountant 
Annual Awards are to be presented for the ninth 
successive year. My Lord Mayor, we all appreciate 
the great honour you do us in making these presenta- 
tions on our behalf and in making available to us the 
Mansion House for this purpose, for which I express 
our sincere and grateful thanks. As a banker, you are 
well aware of the importance of having accounts 


which are informative and I have no doubt that this ' 


is also true when you look at accounts as a shareholder. 
“It is good to be able to report that an even keener 
interest has been shown in The Accountant Annual 
Awards this year than in any earlier year, and I hope 
that companies that have not so far submitted their 
accounts for the consideration of our Panel will do so, 
as I feel that they will then make a special effort to 
ensure that their accounts conform to the best possible 
standards, and we will thus continue to achieve our 
purpose on an even wider scale than in the past. 


“The support that we have always enjoyed from the 
various professional bodies is evidenced by the presence 
on this occasion of Mr P. F. Granger, President of The 
Institute of Chartered Accountants in England and 
Wales; Mr Edgar Spencer, President of The Associa- 
tion of Certified and Corporate Accountants; and Mr 
William Bishop, President of Тће Institute of Cost 
and Works Accountants. Owing to other commitments 
in connection with The Institute of Municipal Treasur- 
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FOR 1962 


Presentations by The Lord Mayor of London 


Institute of Chartered Accountants in England and 
Wales; Mr Edgar Spencer, F.A.C.C.A., President, The 
Association of Certified and Corporate Accountants; 
Mr William Bishop, C.A., F.C.W.A., President, The 
Institute of Cost and Works Accountants; Mr K. W. 
Mackinnon, M.B.E., T.D., Q.C., Chairman of the Panel 
of Judges of The Accountant Annual Awards, and the 
following members of the Panel: Mr A. S. H. Dicker, 
M.B.E., F.C.4.; Mr C. D. Gairdner, c.4.; Mr J. E. 
Harris, B.COM., F.A.C.C.4.; Mr Donald V. House, 
Е.С.А.; Mr J. A. Hunter, M.B.E., т.р.; Mr Ian Т. 
Morrow, C.A., F.C.W.A.; Sir Richard Yeabsley, С.В.Е., 
F.C.4.; Mr Arthur E. Webb, Editor of The Accountant; 
and Mr Peter Chapman, Secretary of The Accountant 
Annual Awards. 

The names of those who accepted invitations 
appear on other pages. 


ers and Accountants, the President of that body cannot 
be with us today. 

"This year the Panel has again worked under the 
most able chairmanship of Mr Kenneth Mackinnon, 
Q.c., and Mr Donald V. House, Mr A. S. H. Dicker, 
Mr C. D. Gairdner, Mr A. W. Giles, Sir Richard 
Yeabsley, Mr Ian Т. Morrow and Mr J. A. Hunter 
have, with Mr Arthur Webb, assisted us once again. 
I would like them to know how much we of The 
Accountant appreciate their services and I assure them 
of the sincerity of my thanks. 

"This year they have been joined by Mr J. E. Harris, a 
Past President of The Association of Certified and 
Corporate Accountants, and now that he has come 
through his first ordeal in this connection, I hope that 
he will continue to enjoy his work on the Panel. 

*My thanks are also due in no small measure to 
Mr Peter Chapman who has carried out the onerous 
duties of secretary to the Panel so ably from the first. 

‘I would like to pay a special tribute to the work of 
two members of the Panel. Lord Latham retired 
before this year's work began after serving from the 
very beginning, and I will always be grateful, as 1 
know Ronald Staples was before me, for the exceed- 
ingly lively interest, keenness and continuous effort 
which he put into this work. Mr Donald V. House, a 
Past President of The Institute of Chartered Account- 
ants in England and Wales, has recently been appointed 
a member of the Restrictive Practices Court and has, 
therefore, told me that he will not be available next 
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The Rt Hon. Lord Kindersley, C.B.E., M.C., Chairman of Rolls-Royce Ltd, receives his company's Award from the 
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Lord Mayor. 


year. То him also I would express first my congratula- 
tions on his appointment and then my very sincere 
appreciation of all that he has done to ensure the 
success of the work of the Panel. They are both able 
to take a good deal of credit for the great improvement 
that we have seen over the last few years in the general 
standard which has been reached in the form and 
content of the accounts of public companies in 
this country. 

“It does, however, go even wider than this because 
our efforts are being watched closely by other countries 
and some have established award schemes with the 
same aim as our own. When I was in India recently, 
I was invited to open a refresher course for accountants, 
at which I was asked to give a talk on The Accountant 
Annual Awards. Not being a member of the Panel, 
I was able to do this without having to give away 
any secrets and this may well have prevented embar- 
rassment to me when answering a number of questions, 
but these indicated how interested are accountants in 
India about our efforts in this connection. 

"The accountancy bodies in this country are always 
watching the changing conditions affecting the 
presentation of accounts, and 'The Institute of Char- 
tered Accountants in England and Wales has recently 
published some notes containing suggestions on 
the form of narrative that may be used in accounts 


dealing with particular items, both in the profit and 
loss account and balance sheet. I congratulate them on 
their efforts in this way, which should assist both prac- 
tising accountants and those in industry, who are con- 
cerned with the preparation of accounts to ensure that 
the results of their efforts conform to the best possible 
practice. 

*You will see from your programmes that the Panel 
has been pleased this year with the efforts of the motor 
industry. I am able to assure you that it is a pure 
coincidence that both companies receiving the Awards 
today have some connection with it. I think that it is 
fitting that Rolls-Royce Ltd, the mere mention of the 
name of which brings to mind engineering products of 
beauty and first-class quality, should receive our 
Award for the excellence of their accounts, and I con- 
gratulate Lord Kindersley, and all those who have 
been responsible for the production of the accounts, on 
their success. 

‘Similarly, I pay tribute to the excellence of the 
accounts of Atkinsons Lorries (Holdings) Ltd, and I 
am delighted that Mr W. G. Allen, Chairman of the 
company, who is a chartered accountant, is able to be 
with us today to receive the Award. As many of you 
will know, there is no distinction between the two 
Awards, but one is for large companies and the other 
for smaller companies.’ (Applause.) 
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The Lord Mayor of London 


Presenting the Awards, the Lord Mayor said: 


*One of the most surprising features about the 
annual general meeting of a highly successful company 
is how few shareholders turn up to it, but if the day 
should come when that same company has halved its 
dividend, then the meeting becomes a most lively 
affair with such a fuss as would rival any hornets' nest. 
This aspect of human nature is the reason that The 
Accountant Awards have been of such immense benefit 
to the whole business community. Company reports 
should be as informative as the answer I once received 
from a bank in America about their own customer. The 
Bank wrote as follows: “The subject of your inquiry is 
reputed to be a millionaire, but our advice would be, 
if out, stay out." (Laughter.) 

‘The kind of company report I like tells one early 
on in the proceedings whether you have taken on that 
particular company for better or for worse. Most 
people can assimilate information in a visual form far 
more easily than through a mass of very technical 
information and statistics. Like most people in my 
profession I have never advanced much further than 
long addition and long multiplication, so we like to see 
a good old-fashioned cake somewhere, subdivided to 
show who gets what. 


The Lord Mayor presents the Award for Atkinson Lorries (Holdings) Ltd to Mr У. С. Allen, F.c.a., Chairman of 


‘The total number of entries for this competition 
has shown a remarkable increase over the last eight 
years until it has now reached 1,250. This strong 
support from so many companies for readily under- 
standable accounts gives me very great pleasure, 
especially because any lending to a company is about 
as dependent upon the accounts as a miner is dependent 
on his lamp. I therefore most warmly congratulate 
The Accountant on establishing so firmly such a very 
worth-while scheme, and also I congratulate the two 
winning companies on their success against very strong 
competition, and I would like to assure you all that it is 
purely coincidental that the panel, with no pressure 
from me whatsoever, should have chosen two com- 
panies both of whose chairmen I already know well. 
In the case of Lord Kindersley, we are not only fellow 
bankers, but he is chairman of an insurance company 
and I myself play chess in the insurance league. With 
regard to Mr Allen, when he was a Sheriff in 1956 and 
the time came for him to give up his office, he and Sir 
Bernard Waley-Cohen had their chains taken off them 
by their successors, one of whom was Sir James Miller, 
and the other was myself. So you may be quite sure 
that Mr Allen and myself are very old friends and I am 
delighted to see him as the chairman of one of the two 
companies which won these Awards today.’ (Applause.) 





the company. 





'The Chairmen of the winning companies after receiving their Awards, with the Lord Mayor and (/eft) Mr Percy F. Hughes, 
. Editor-in-Chief of The Accountant. 





Mr P. F. Granger, F.c.A., President of The Institute of Chartered Accountants in England and Wales (centre), with two 
members of the Panel of Judges, Sir Richard Yeabsley, C.B.E., F.C.A. (left), and Mr А. S. H. Dicker, M.B.E., F.C.A. 
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Acknowledgements of the Presentations 


Acknowledging the presentation made to his com- 
pany, The Rt Hon. Lord Kindersley, C.B.E., M.C., 
Chairman of Rolls-Royce Ltd, said: 


“It was with considerable pride and pleasure that 
my colleagues and I learned that Rolls-Royce has been 
chosen to be a recipient of one of The Accountant 
Awards for this year. 

*This is an honour, ladies and gentlemen, which was 
unexpected and for that very reason is all the more 
appreciated throughout our organization, especially 
I think by those who spend a great deal of time and 
trouble in preparing the presentation of these accounts. 
Sometimes I feel that there are people who forget 
that shareholders are the owners of the business and as 
such are fully entitled to the clearest possible explana- 
tion of the annual accounts. 

*Mr Chairman, we owe The Accountant a real debt 
of gratitude for their initiative in instituting this 
competition with these annual Awards. I am only sorry 
that this movement — may I call it – has not spread to 
the Continent where I think the systems of producing 
and preparing balance sheets and accounts leave a great 
deal to be desired, and if we are to enter the Common 
Market — and I for one sincerely hope we do - I cannot 
think of anything which would be more valuable to 
create understanding and consequently friendship 
between the business men each side of the Channel 
than some system which were unified for the balance 
sheets and end of year accounts. 

*Not all the work and trouble in the preparing and 
presentation of accounts is confined to our financial 
and accountancy staffs. Far from it. We owe a great 
deal to our auditors who have given us guidance and 








d 


Mr Edgar Spencer, F.A.C.C.A., President of The Association of Certified and Corporate Accountants (left), with Mrs 


encouragement and help over the years, and I am 
delighted to see sitting over there two of their repre- 
sentatives, Mr George Touche and Mr William 
Ritchie, and I would like to take this opportunity 
publicly to thank them and express the debt which we 
owe to them. 

‘Now, finally, Mr Chairman, may I thank The 
Accountant for this delightful Award. Had I not read 
the note about it before I came in I would have been 
suspicious that it was a symbol of bringing light to 
those who sit in darkness. (Laughter.) Thank you, and 
thank you, also, Lord Mayor, for the very gracious 
way in. which you have made this presentation.' 
(Applause.) 


Mr М. G. Allen, Е.С.А., Chairman of Atkinson 
Lorries (Holdings) Ltd, said: 


‘Just six years ago, when I sat on this platform as 
a Queen’s Sheriff, occupying the outside-left position, 
I never visualized that I should, after such a short time, 
be promoted to the seat of honour at inside-left and 
privileged to receive from the present Lord Mayor, by 
reason of being chairman of my company, one of these 
handsome Awards. 

‘However, in spite of having been team manager as 
well as father and mother and everything else for the 
last thirty years, the chief credit for this Award must 
go to my son, Antony William, who has put into these 
accounts his knowledge and enthusiasm of accountancy 
and a very great deal of time. I am, therefore, more 
particularly proud today that such a distinguished 
panel should have made this Award to my company. 

‘I must also take the opportunity of thanking our 





Spencer, Mrs Gairdner, Mr C. D. Gairdner, c.a., a member of the Panel of Judges, Mrs House and Mr D. V. House, 
Е.С.А., also a member of the Panel. 
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auditors, Mr Peter Nield and Mr Derby, and my 
managing director, Mr Caunt, for their great help 
towards this success and I am glad to say that they are 
all present here today. 

‘When I heard that the Rolls-Royce company were 
to receive a similar Award it seemed to be a very happy 
coincidence as our commercial relations have been of 
the very best for several years past, and there are many 
Atkinsons being propelled by Rolls-Royce engines 
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A view of the platform party and a section of the audience in the Egyptian Hall. 
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today, running all over the world. In fact, Lord 
Kindersley will be interested to hear that we received 
yesterday morning from Australia two newspapers 
giving illustrations of our vehicles engined by 335 h.p. 
Rolls-Royce engines pulling over 125 tons. 

"To conclude, my Lord Mayor, may I thank you for 
honouring us by making this presentation — and to you, 
Mr Hughes, for continuing to make these Awards and 
encouraging, each year, clearer and more informative 
reports and accounts.’ (Applause.) 


The Chairman of the Panel of Judges 


In his address, Mr К. У. Mackinnon, M.B.E., T.D., 
Q.C., Chairman of the Panel of Judges, said: 


*]t is again a great pleasure on behalf of the Panel to 
congratulate this year's winners. And this is more par- 
ticularly the case because not only have the entries 
this year again increased in numbers but also in our 
unanimous opinion they have reached the highest 
standard since the Award was instituted. My own per- 
sonal thanks are due to my colleagues for the care and 
consideration which in these circumstances they have 
given to the difficult task of selection. 

*Last year I referred to one aspect of company report- 
ing - the provision of adequate information. I gave 
some examples of the matters which we on the Panel 
had particularly in mind. It is an interesting reflection 


that a great number of the entrants have taken these 
matters into consideration when preparing their 
accounts. We on the Panel would like to believe that 
this was no coincidence and that last year's reference 
provided some stimulus. 

“In this belief — perhaps optimistic — we think it 
appropriate this year to make a further point, namely, 
to emphasize the necessity for clear presentation. We 
realize, of course, that annual reports must comply 
with the statutory requirements and that these require- 
ments shape to some extent the framework of presenta- 
tion. In consequence, annual reports tend for the 
ordinary shareholder — using that phrase in its most 
ordinary sense — to be technical and somewhat formid- 
able to understand. In our view much can and should 
be done in the way of simplifying matters for share- 
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holders. And this can, we think, be done while at the 
same time complying with the statutory requirements 
and providing statistical information for experts to 
examine in order that they make available their con- 
clusions through the Press and other media to share- 
holders and investing public alike. 

*With the possibility that this country may enter the 
Common Market, this point needs special emphasis. 
Let me finish by saying this: we on the Panel expect — 


ACCOUNTANT 


723 


and it is much in the national interests — that the annual 
reports of British companies should lead the Common 
Market companies in the field of company reporting.’ 
(Applause.) 


Welcome to the Guests 


Mr Arthur E. Webb, Editor of The Accountant, 
extended a welcome to the many guests who were 
present. 


Guests at the Presentation Ceremony 


Mr WirrnED С. ADAMS, r.c.4., and Mrs ADAMS 


MR A. W. ALLEN, F.C.A., Director and Secretary, Atkinson Lorries 
(Holdings) Limited, and Mrs ALLEN 


Miss E. B. ALLEN, Director, Taxation Publishing Co Limited 


Mr W. С. ALLEN, F.c.A., Chairman, Atkinson Lorries (Holdings) 
Limited, and Mrs ALLEN 


Miss G. ANDREWS 


МЕ G. Е. ANSELL, F.C.A., Chairman, London and District Society 
of Chartered Accountants, and Мез ANsELL 


Mn P. LIVINGSTONE ARMSTRONG, F.C.A. 


МЕ M. С. Азнпл, F.C.A., an Under-Secretary, The Institute of 
Chartered Accountants in England and Wales, and Mrs ASHILL 


Mr G. Н. Аткіхсѕ 

МЕ S. E. Banxs and Mrs BANKS 

МЕ A. A. BARGER, F.C.A., and Mrs BARGER 

Mr W. L. Barrows, LL.D., J.P., F.C.A., and Mns BARROWS 
Sm HAROLD BARTON, F.C.A., and LADY BARTON 


Mr T. A. HAMILTON Baynes, M.A., F.C.A., and Mrs HAMILTON 
Baynes 


MR R. T. BELL, an Assistant Secretary, The Association of Certified 
and Corporate Accountants 
Str HAROLD BELLMAN, D.L., LL.D., J-P. 


МЕН. A. BENSON, C.B.E., Е.С.А. 





MR SrANLEY J. D. BERGER, O.B.E., M.C., F.C.L$., and Mrs 
BERGER 


Mr C. V. Best, r.c.4., and Mrs Best 
Mr C. C. Bice, r.c.a., and Mrs Bice 


Mr WiLLiAM BISHOP, C.A., F.C.W.A., President, The Institute of 
Cost and Works Accountants 


Mr Eric A. BLAND, D.s.0., F.C.A., and Mrs BLAND 

Mr T. Botton, А.с... 

Mr Roy Borneman, Q.C., and Mrs BORNEMAN 

Mr James Borsay, F.c.w.A., and Mrs Borsay 

Mr CHRISTOPHER Bostock, M.A., F.c.A., and Mrs Возтоск 

Mr Косев Broan, Deputy City Editor, The Birmingham Post 

Mrs Pappe Brosnan, Editor, The British Manufacturer 

Mr У/пллам J. Brown 

Miss V. M. BURTON, F.C.A. 

Mn K. S. CARMICHAEL, A.C.A., and Mns CARMICHAEL 

Mr P. F. CARPENTER, F.C.A., Vice-President, The Institute of 
Chartered Accountants in England and Wales, and Mns 
CARPENTER 

Sır WILLIAM CARRINGTON, F.C.A., and LADY CARRINGTON 

Mn R. J. CARTER, В.СОМ., F.C.A., Secretary, The Chartered 
Accountant Students’ Society of London, and Mrs CARTER 


Mr K. У. Mackinnon, M.B.E., T.D., Q.c., Chairman of the Panel of Judges (left), with Mrs Percy F. Hughes and Mr J. E. 
Harris, B.COM., Е.А.С.С.А., a member of the Panel. 
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Mr William Bishop, C.A., F.C.W.A., President of The Institute of Cost and Works Accountants (centre), with Mr Ian Т. 
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Morrow, C.A., F.C.W.A., a member of the Panel of Judges, and Mrs Morrow. 


Ме Coun S. W. Cass, The Accountant 


Mr В. F. CAUNT, A.M.I.MECH.E., M.S.A.E., Managing Director, 
Atkinson Vehicles Ltd 


Mrs PETER CHAPMAN 

Согомет, RANDOLPH А. CHELL, D.S.O., O.B.E., M.C., and 
Mrs CHELL 

MR A. Е. CHICK, r.c.A., and Mrs Сніск 

Mr Brian О. CHILVER, A.C.A., and Mns CHILVER 

Mr WILLIAM CLARK, Е.А.С.С.А., М.Р. 

Ме У. Crank, Controller, Rolls-Royce Limited 

Ме DoucLas A. CLARKE, LL.B., Е.С.А., and Mrs CLARKE 

Ме G. H. CLEMENTS 

Ме J. W. G. Соске, T.D., M.A., F.C.A., Secretary, London and 
District Society of Chartered Accountants, and Mrs COCKE 

Dr F. CUTHBERT COLLINGWOOD, M.B., CH.B., M.R.C.S., L.R.C.P., 
D.T.M. and H., and Dr SYLVIA COLLINGWOOD, M.B., CH.B. 

Mr У. D. Constant, The Times 

Mr H. Simpson Cook, LL.B., F.C.r.s., and Mns Соок 

Mr W. H. R. Соок and Mrs Cook 

Mn S. V. P. CORNWELL, M.C., M.A., F.C.A., and Mrs CORNWELL 

Tue Rr Hon. THE EARL or COURTOWN, O.B.E., T.D., D.L., 
F.LO.M., President, The Institute of Office Management, and 
Lapy CoURTOWN 

Mn J. L. COUSINS, r.c.c.s., Secretary, The Institute of Office 
Management, and Mrs Coustns 

Sır Сеси. Crasse, Chief Registrar of Friendly Societies, and 
Lapy CRABBE 

Mr S. A. CROPPER, Е.С.А., and Mrs CROPPER 

Mr R. GORDON CUMMINGS, F.C.A. 

Mr J. W. CUSACK, C.M.G., 0.B.E., and Mrs Cusack 

Mn C. R. M. DAVIDSON, F.A.C.C.A., an Assistant Secretary, The 
Association of Certified and Corporate Accountants, and Mrs 
Davipson 

Mr J. О. DAVIES, F.c.A., A.C.W.A., European Regional Director, 
The Institute of Internal Auditors, and Mrs Davies 

Mr WILLIAM Davis, City Editor, Evening Standard, and Mrs 
Davis 


Mr Tuomas DEGENHARDT, M.A., Е.С.1.3., an Assistant Secretary, 
The Institute of Cost and Works Accountants 


Mr ALDERMAN AND SHERIFF LIONEL DENNY, M.C., and Mrs 
DENNY 


Mr R. W. J. DERBY, Е.С.А. 

Tue Rev. W. В. DERRY 

Mr R. DEvEY 

Мв A. S. Н. Dicker, M.B.E., F.C.A., and Mrs Dicker 

Mn С. S. Н. DICKER, M.B.E., T.D., F.C.A., and Mrs Dicker 
Mr рлу DouGLAs-WITHERS 

Mn Peter C. Dove, Investors Chronicle 


Mr DEREK DU Pré, Secretary, The Institute of Cost and Works 
Accountants, and Mrs ро PRÉ - 


Mr Henry Eason, Secretary, The Institute of Bankers, and Mrs 
Eason 


Mr L. J. EZRA, Е.С.А. 


Proressor W. J. FAIRBAIRN, G.A.(S.A.), F.s.A.A., Professor of 
Accounting, University of Natal, and Mrs FAIRBAIRN 


Miss C. FENTON 


Mr F. Н. Емсн, B.A., Appointments Officer, The Institute of 
Chartered Accountants in England and Wales 


Mn W. J. FINDLAY, C.A., and Mrs FINDLAY 

Miss MARGARET Fox, Е.С.А. 

Mr Joun Евемсн, London Financial Editor, The Scotsman 
Mn R. E. FRYER 

Mn C. D. GAIRDNER, C.A., and Mrs GAIRDNER 


Mr С. С. GanRATT-HOLDEN, C.B.E., T.D., B.A., M.COM., 
Secretary, The Building Societies Association 

Mn R. J. GEE 

Mr PETER GEE-HEATON, Director, Gee & Co (Publishers) 
Limited 

Mr У. T. Сил, C.A., Financial Director, Rolls-Royce Limited, 
and Mrs Сил. 

Mn A. W. GINGELL, The Guardian 

Mr D. J. GiNNINGS, F.C.A., and Mrs GiNNINGS 


Mr JOHN GODFREY, M.A., F.c.A., and Mrs GODFREY 
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Mr Brian Goopwin 

Mr GARFIELD G. GOULT, F.c.A., and Mrs GOULT 

Mr Р. F. GRANGER, F.c.A., President, The Institute of Chartered 
Accountants in England and Wales, and Mrs GRANGER 

Mr J. D. GREEN, r.c.A., and Mrs GREEN 


МЕ E. K. Gross, A.C.W.A., F.B.I., F.LM.L, Chairman, The 
Institute of Book-keepers, and Mns Gross 


Mr J. H. GUNLAKE, C.B.E., F.I.A., F.S.S., F.I.S., President, The 
Institute of Actuaries 


Mr D. R. C. HALFORD, O.B.E., and Mns HALFORD 


Mr C. E. HALL, r.C.A., F.B.I., Secretary, The Institute of Book- 
keepers, and Mrs HALL 


Miss E. HALL 

Tue Rr Hon. WILLIAM GrENVIL HALL, P.C., М.Р. 

Mr BERNARD Harris, Sunday Express, and Mrs Harris 

Ме J. E. HARRIS, B.COM., F.A.C.C.A. 

Mr Georrrey HART 

Mr James HART 

Mr M. G. J. Harvey, F.C.A., Accountant, The Institute of 
Chartered Accountants in England and Wales, and Mrs HARVEY 

Mn С. V. HAsLEHAM and Mrs HASLEHAM 

Mn Leonarp С. Hawkins, C.B.E., F.c.A., and Mns HAWKINS 


Mrs Jonn Haynes, Director, Gee & Co (Publishers) Limited, 
and Mr Jonn Haynes 


Mr А. С. V. HERBERT, F.C.C.s., M.B.LM., Chairman of the 
Council, The Corporation of Secretaries 


МЕ S. H. Н. HILDERSLEY, C.B.E., Deputy Chief Inspector of 
Taxes, Board of Inland Revenue 


МЕ R. F. HILLIER, Secretary, Institute of Printing Management 
Mr У, G. Hes and Mrs Hines 


ALDERMAN SIR FREDERICK Hoare, The Rt Hon. the Lord 
Mayor of London, and LADY Hoare, Lady Mayoress 


Mr H. Норсзом, F.C.A., F.C.W.A., and Mns HODGSON 

Mn Поматр V. House, r.c.4., and Mrs House 

Mn Joun HOWARD, M.P., F.C.A. 

Sır Накогр HOWITT, G.B.E., D.C.L., D.S.O., M.C., J-P., F.C.A. 
Mrs Percy F. Носнез 

Mr J. A. HUNTER, M.B.E., T.D., and Mrs HUNTER 

Mr С. I. В. HUTTON. B.A., C.A., and Mns HUTTON 





Mr Arthur E. Webb, Editor of The Accountant (left), 

greets Sir Edward Norman, Chief Inspector of 'l'axes, 

watched by Mr Percy F. Hughes, Editor-in-Chief of 
The Accountant. 
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Mr Alan S. Maclver, C.B.E., M.C., B.A., Secretary of The 

Institute of Chartered Accountants in England and Wales, 

being received by Mr Percy F. Hughes, Editor-in-Chief of 

The Accountant, with (left) Mr Arthur E. Webb, Editor of 
The Accountant. 


MR A. В. IrERsIC, M.SC.(ECON.), B.COM., Е.1.5., and Mrs 
ILERSIC 

Tue Вт How. LORD Inman, P.C., J-P., and LADY INMAN 

Mn D. A. JACOBS, Е.С.А. 

Mr RicHARD KELLETT, The Sunday Times, and Mns KELLETT 

Mr J. M. КЕУМОЕТН, Е.С.А., and Mns KevwoRTH 

Mr A. E. LANGTON, LL.B., F.C.A. 

Tse Rr Нох. Говр LATHAM, J.P., Е.А.С.С.А., sand LADY 
LATHAM 

Mn D. J. T. Lawman and Mns LawMan 

Mn W. H. LAWSON, C.B.E., B.A., F.C.A. 

МЕН. L. LAYTON, M.s.M., Е.С.А. 

Canon EDWIN LE GRICE, M.A., and Mrs Lz Grice 

Mr Tuomas LISTER, M.A., C.A., and Mrs LISTER 

Mn C. Н. S. ГОУЕРАУ, r.c.A., an Under-Secretary, The Institute 
of Chartered Accountants in England and Wales, and Mns 
LoveDAY 

Mr Atas C. Lucas, F.c.A. 

Mr Ковевт LYALL and Mrs LYALL 

BRIGADIER GEORGE MACDONALD, O.B.E., M.C., Secretary, The 
British Transport Vehicle Manufacturers’ Association 

Ме D. Macpouca tp, F.c.1.8., Comptroller and Secretary, British 
Institute of Management . 

Mr Aran S. MacIvER, С.В.Е., M.C., B.A., Secretary, The 
Institute of Chartered Accountants in England and Wales, and 
Mrs МАСТУЕК 

Mr К. W. MACKINNON, M.B.E., T.D., Q.C, and Mrs 
MACKINNON 

MR J. W. MARGETTS, F.C.A., and Mrs MARGETTS 

МЕТ. S. MARTIN, F.B.1.M., Director and General Manager, Сее © 
Co (Publishers) Limited, and Mrs MARTIN 

Mr D. C. Г. MARWOOD, M.A., A.C.I.S., and Mrs MARwoop 

Ме T. G. B. MATHESON, C.A., Chairman, The Association ој 
Scottish Chartered Accountants in London, and Mrs MATHESON 

Ме R. P. MATTHEWS, J.P., B.COM., F.C.A., and Mrs MATTHEWS 

Сотомет, Е. R. MAYER, T.D., D.L., President, National Union 
of Manufacturers, and Mrs MAYER 

Mr Brian A. MAYNARD, M.A., Е.С.А., F.C.W.A. 

Mn D. J. McBnIDE, A.C.LS., Assistant Secretary, Gee & Co 
(Publishers) Limited, and Mrs МсВюире 


726 


Mr D. R. McDonatp, C.A., Secretary, Rolls-Royce Limited 
Mn R. МсМ№еп,, r.c.A., and Mrs МсМеи, 


Mns Е. С. Милев, Director, Gee & Со (Publishers) Limited, 
and Ме G. MILLER 


Ме ГЕЧЛЕ MILLETT, D.F.C., an Assistant Secretary, The Institute 
of Cost and Works Accountants 


Tue Rr How. Lorp MILNE, B.A., C.A., and LADY MILNE 
Ме R. W. MOON, B.LITT., F.C.A. 

Mr Ian T. Morrow, C.A., F.C.W.A., and Mrs Morrow 
Ме K. S. Most, LL.B., Р.С.А., and Mns Мозт 

Mr С. W. Movsg, F.c.A., and Mns Moyse 

МЕ R. C. MuNvARD, A.C.A., and Mrs MUNYARD 

Ме N. E. Мизток, Q.C., and Mns Мозтое 

Mr P. L. NED, F.C.A., and Mrs Мепр 

Mis S. D. NEILL, В.А. 

Ме BERTRAM NELSON, C.B.E., J-P., F.C.A. 

Ме R. G. H. NELSON, F.C.A., F.C.W.A., and Mns NELSON 


Sır EpwARD Norman, Chief Inspector of Taxes, Board of Inland 
Revenue 


Mr F. C. OsBOURN, M.B.E., B.A., LL.B., Secretary, The Association 
of Certified and Corporate Accountants, and Mrs OsBOURN 


Mr D. O’SHEA 
Mr J. Т. PATTERSON, F.C.A., and Mrs PATTERSON 


Mr S. J. Pears, F.c.A., Immediate Past President, The Institute 
of Chartered Accountants in England and Wales, and Mrs PEARS 


Mr Joun F. PHILLIPS, O.B.E., LL.M., Secretary, The Chartered 
Institute of Secretaries, and Mrs PHILLIPS 


Mr J. A. PHILPOTT, M.B.E., F.A.C.C.A., F.C.I.S. 


ALDERMAN A. T. PIKE, O.B.E., J.P., F.C.C.s., a Vice-President, 
The Corporation of Secretaries, and Mrs PIKE 


Sır ARNOLD PLANT, B.SC.(ECON.), B.COM., Sir Ernest Cassell 
Professor of Commerce, London School of Economics, and LADY 
PLANT 


BRIGADIER R. Н. S. РОРНАМ, O.B.E., The Swordbearer 


Sır RicHagD PowELL, Bt, M.C., Director-General, Institute of 
Directors е 


Mn CHARLES PRITCHARD 
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Mr W. RawpaLL, Gee & Co (Publishers) Limited, and Mrs 
RANDALL 

Mr Suznrrr С. S. P. Rawson and Mrs RAWSON 

Sır HALFORD REDDISH, Е.С.А., and LADY REDDISH 

MR PETER REES 


Dr J. M. S. RISK, B.COM., PH.D., C.A., F.C.W.A., F.C.LS., 
F.B.1.M., and Mns Risk 


Mn W. R. S. RITCHIE, C.A., and Mrs RITCHIE 


Ме Anprew B. ROBERTSON, Head of Publications Division, 
British Institute of Management, and Mrs ROBERTSON 


Ме J. H. ROBERTSON, M.M., C.A., and Mrs ROBERTSON 

Mr LAWRENCE W. Rosson, F.C.A., F.C.W.A., and Mrs ROBSON 

Mr Norman Rosson, O.B.E., London Editor, Westminster Press 
Provincial Newspapers 

Sır Tuomas Rosson, M.B.E., M.A., Е.С.А., and LADY Rosson 

Mr Peter ROWLAND, B.A., LL.B. • 


Mn Atas Е. Коуте, Press Officer, Board of Inland Revenue, and 
Mrs КОУТЕ 


Mn J. D. RUSSELL, M.A., F.C.A., and Mrs RUSSELL 
Mr R. H. SAMPSON 


Mz A. Le M. Scorr, Financial Director, International Computers 
and Tabulators Limited, and Mns Scorr 


Mr Patrick SERGEANT, City Editor, Daily Mail, and Mrs 
SERGEANT 


Mr MicHAEL N. SHAW, J.P., F.C.A., М.Р. 


Mr Т. W. A. Зик, Gee & Co (Publishers) Limited, and Mrs 
SILK 


DR A. S. SILKE, PH.D., M.COM., 6.А.(8.4.), and Mrs SILKE 
Mr C. F. SIMMONDS, J-P., and Mrs SIMMONDS 

Mr FREDERICK Simpson and Mrs SIMPSON 

Mr P. E. Smart and Mrs SMART 

Mr STANLEY SMILES, F.C.A., and Mrs SMILES 

Mr KENNETH SMITH, F.C.A. 

Mass IsABEL SNELLING 

Miss VERA SNELLING, Director, Gee & Co (Publishers) Limited 


Ме J. В. 5РАКЕУ, M.A., an Assistant Secretary, The Association of 
Certified and Corporate Accountants, and Mrs SPAREY 


Mr J. A. Hunter, M.B.E., T.D., a member of the Panel of Judges, with (left to right) Mrs Hunter, Mrs K. W. Mackinnon, 
and Mrs W. G. Allen. 
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Mr EDGAR Spencer, F.A.C.C.A., President, The Association of 
Certified and Corporate Accountants, and Mrs SPENCER 

Мк R. J. W. Stacy, с.в., Under-Secretary, Board of Trade, and 
Mns Stacy 

Mrs THERESA STAPLES. j 

Мв CHARLES S. STEPHENS, Р.С.А., and Mrs STEPHENS 

Mr GEOFFREY STEVENS, F.C.A., M.P., Chairman of the Executive 
Committee, The Income Tax Payers’ Society, and Mns SrEvENs 

Ме Рнилр буветт, Executive Secretary, Wider Share Ownership 
Committee : 

Mr J. Е. TALBOT, р.с.А., and Mrs TALBOT 

Mr WALTER TAPLIN, M.A., B.COM., Editor, Accountancy, and 
Mrs TAPLIN 

Miss Laura TATHAM 

Mr Maurice TATTERSFIELD, Е.С.А., and Mrs TATTERSFIELD 

Miss L. I. M. THOMAS, LL.B.(LOND.) 

Mr Носн W. Тномѕом, Librarian, The Institute of Chartered 
Accountants in England and Wales, and Mrs THOMSON 
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Ме G. L. C. TOUCHE, B.A., F.C.A. 

Mr W. H. TREGAskEs and Mrs TREGASKES 

Mn G. Tyser and Mrs Tyser 

Miss D. M. VAUGHAN, B.A., F.C.A. 

Mn J. S. H. ViNE 

Mr R. $. WALDRON, F.C.A. 

Mr C. D. WALKER-ARNOTT, F.C.A4., and Mrs WALKER- 
ARNOTT 

Miss Е. WATTS, B.A., F.C.A. 

Mns Артнов E. WEBB 

Ма Рау WEBSTER, The Economist 

Mr H. M. WHALLEY 

Mr W. R. T. WHATMORE, M.C., B.A., F.C.A. 

Ме Е. Е. G. WuINNEY, M.A., Р.С.А., and Mrs WHINNEY 

Mn P. E. WurrwoRTH, B.A., and Mrs WurrwonTH 

Mr H. A. R. J. WILSON, F.G.A., and Mrs WILSON 

Ме R. P. WINTER, C.B.E., M.C., T.D., р, F.C.A., and Mrs 
WiNTER Е 


.Sır RICHARD YEABSLEY, C.B.E., F.C.A., and LADY YEABSLEY 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publicction. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


How to Decimalize the Currency 


бтв, - I have recently spent nearly two months in 
France and on board French liners and I have seen 
no evidence of the confusion into which, according 
to your contributor, Mr William Phillips, in your issue 
of April r4th, all France has been plunged as a 
result of the introduction of “new francs'. I now find 
that a train ticket which used to cost 6,400 francs now 
costs 64 francs and a bottle of wine which used to 
cost 675 francs now costs 6 francs 75 centimes, and 
I can pay in either new or old currency or with any 
combination of both. Frankly, I.cannot see how any 
monetary change could possibly be more simple and 
I imagine that the alleged confusion exists mainly in 
the minds of British tourists. 

'The practice of pricing articles in shop windows 
in both old and new francs is dying rapidly, if it is 
not already dead, and I have seen articles in London 
Shops priced in both sterling and dollars. If Mr 
Phillips were a Frenchman he would no doubt assume 
that this is done because the English cannot under- 
stand their own complicated monetary system. Were 
he to purchase an article priced at, say 334 guineas, 
he would have reasonable grounds for such an 


assumption | Yours faithfully, 
R. VINCENT BENNETT. 
Rio de Janeiro, Brazil. 


Sir, — Referring to Mr Arnold Lever's letter in your 
issue of May 12th relating to decimal currency, I 
should like to add one or two points to my earlier 
letter (April 28th issue). 

I suggested re-naming our existing Crown as this, 
divided into 100 cents, would probably create con- 


fusion as the basic unit and the sub-unit would both 
be represented by the letter ‘C’. 

I cannot agree with Mr Lever’s suggestion that we 
should keep the penny under the five shilling-cent 
system as during the conversion period we would 
have two coins of different values, both with the same 
name. I think it would be difficult to call in the exist- 
ing pennies quickly enough to avoid confusion. 

I have discussed the five shilling-cent system with a 
large number of people of varying interests and I have 
yet to find anyone who can discover any serious flaws 
in it. I believe that this system, if properly publicized, 
will meet with overwhelming support in most quarters 
and certainly amongst those of us who handle coinage 
on a large scale. š 

Yours faithíully, 
I š J. R. SPEED, 
Managing Director, 

Rotherham. Jonn БРЕЕр & Со Ілр. 
Sir, — My attention has just been drawn to your 
Weekly Note on our Chairman's statement, contained 
in your issue of April 28th. I would like you to be 
aware of the problems associated with what you 
assume to be an easy way out for industrial assurance 
offices if the penny were to disappear. : 

The main difficulty with your suggestion of modify- 
ing the frequency of call in order to secure an equiva- 
lence of premiums paid is that the new frequency 
would vary according to the size of the premium. For 
premiums of 1d to 54 a week your illustration holds: 
6d a week presents no problem; 7d a week would be- 
come 6 cents, or the equivalent of 7:2d, and on your 
plan the agent would collect 6 cents for thirty-five 
weeks and then give the policy-holder a ‘free’ week. 
To take just one more example, for 35 2d the ‘free’ 
week would be every ninety-five weeks. When it is 
realized that many agents are collecting on as many 
as 2,000 policies and that some households may have 
six or more policies for differing premiums, you will 
appreciate the confusion that would arise and how 
complicated the system of checking would become. 
Further, the problem is not a short-term one; some 
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of today's policies will still be with us in fifty years' 
time, so that we should be handing the problem on to 
. future generations of agents. 
Yours faithfully, 
F. M. REDINGTON, 
Chief Actuary, 

THE PRUDENTIAL ASSURANCE Co Тур. 

London ЕСТ. 


Appointments to the Council 


Sir, – At the Institute's annual meeting, Mr G .R. 
Appleyard is reported as having said: 
‘... anybody can join a district society, and if they 
are really interested in Institute affairs, they can get 
themselves elected to the committee of the district 
society.' 
Recently the district society of which Mr Appleyard 
is a member held an election to fill certain vacancies 
on its committee, and four of the candidates were 
required to be nominated by the prescribed number 
of members of the society. 
'The nominators of one of these four included one 


baronet, four knights, and two Council members. 


who have not yet received the accolade. 


| ТНЕ 
АССООМТАМТ 


June 2nd, 1952 


Another candidate was sponsored by one baronet, 
one knight, the Vice-President of the Institute, and 
two other members of the Council. 

A third ‘candidate was supported by only two 
Council members, and.the sponsors of the fourth, 
unless I do them an injustice, were all persons of 
lesser eminence. ` 

I understand that the result of the ballot placed 
these four candidates (disregarding others) in the 
order in which I have mentioned them. The lest two 
were not elected. | 

Nothing in this letter should be taken as implying 
any disparagement of any of the candidates concerned. 
Nevertheless, it is possible to draw certain inferences 
from these proceedings. One is that Mr Appleyard’s 
assertion calls for qualification, in that interest in 
Institute affairs seems not to be the only requisite 
necessary to secure election to a district society 
committee. Another is that the recipe for attaining 
Council membership spelt out at the Institute's 
annual meeting lacked one seemingly essential 
ingredient — acceptability to the Establishmen-. 


Yours faithfully, 


London EC2. L. H. CLARK, F.c.a. 





Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


C.LR. v. John M. Whiteford & Son 


In the Court of Session - May and, 1962 
(Before THe Lord Presrpent (Lord CLYDE), ` 
Lord Савмомт and Lord GUTHRIE) 


Income tax - Farming - House on farm occupied by 
partner - Capital allowances — Whether. agricultural 
cottage or farm-house — Income Tax Act, 1945, section 
314. 

The respondents, a father and son, owned and 
operated a farm, and the father occupied the farm- 
house. 'T'he son lived with his father until he married, 
when the partnership erected a house on the farm for 
him, and he and his family occupied the house. 

The respondents were charged to income tax on 
the footing that the house was a farm-house, but they 
contended that it was an agricultural cottage. 'The 
General Commissioners agreed with this contention. 


Held: the General Commissioners! decision was 
Correct. 


Gordon & Blair Ltd v. C.LR. 


In the Court of Session – May 3rd, 1962 
(Before THe LORD PRESIDENT (Lord CLYDE), 
Lord Carmont and Lord GUTHRIE) 


Income tax — Loss claim — Brewing company – Cessatton 
of brewing — Sales of beer brewed by another company — 
Whether same trade carried on – Income Tax Act, 1952, 
section 342. 

The appellant company, prior to October Ist, 1953, 
brewed beer at its own brewery, and sold the beer in 
the open market and to its managed houses and its 
tied houses. As the appellant was making losses, it 
decided to cease brewing, and it made an arrangement 
with another brewing company under which from 
October rst, 1953, the other company brewed and 
supplied beer to the appellant at the latter's specifica- 
tion. The beer was delivered in casks provided by the 
appellant and marked with its name and labels. Тће 
appellant did its own bottling. The distribution of 
beer to customers was carried out by the appellant, 
and to the same type of customer, and in substantially 
the same-manner, as before that date. 

The appellant claimed to be entitled to deduct 
against profits arising from October rst, 1953, on- 
wards, the losses it had made before that date. The 
respondents contended that the losses could not be 
carried forward, as the trade after that date was not 
the same trade as that which existed previously. The 
Special Commissioners decided in favour of the 
respondents. 


Неја: the Special Commissioners decision was 
correct. 
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Frasers (Glasgow) Bank Ltd v. СЛЕ. ` 


In the Court of Session - May 16th, 1962 
(Before THE Lorp Presipent (Lord CLYDE), 
Lord Сакмомт and Lord GUTHRIE) 


Income tax — Banking business — Purchase of stock to 
support price thereof — Stock subsequently sold at a 
surplus — Whether surplus a trade receipt — Income Tax 
Act, 1918, Schedule D, Case I. 


In 1947 the stock of House of Fraser Ltd. on the 
stock exchange was falling in price, and.at the instance 
of Sir Hugh Fraser the appellant purchased £800 of 
stock in 1948. It purchased another £187 105 of stock 
in 1952. The appellant had purchased stocks and 
shares only twice previously. 

In 1958 the £987 ros of stock had been converted 
into £4,314 55 non-voting stock and £4,314 55 voting 
stock. Тће appellant's overdraft with the National 
Commercial Bank of Scotland Ltd was at that time 
about £50,000, and the latter was pressing for its 
reduction, and accordingly the non-voting stock was 
sold and fetched £23,199. The surplus accruing to 
the appellant on this sale was £18,300. | 

Tt was contended for the appellant that the £18,300 
was not realized in the course of carrying on its 
business, and was a surplus on capital account. It was 
contended on behalf of the respondents that the 
£18,300 was a taxable receipt. The Special Commis- 
sioners decided in favour of the respondents. 

Held (Lord Guthrie dissenting): the Special Com- 
missioners' decision was correct. 


Doyle v. Davison 
In the High Court of Justice in Northern Ireland 
(Queen's Bench Division) - November 20, 1961 
(Before Mr Justice McVxrGH) 

Income tax — Schedule E — Director occupying house 
owned by company — Rent same as net Schedule A 
assessment — Sums spent by company on repairs — 
Whether benefits in kind — Income Tax Act, 1952, 
sections 160, r6r, 162. 

А company, of which the respondent was managing 
director, purchased a dwelling-house on January 21st, 
1957. The house was let to the respondent in April 
1957, at a rent equal to the net annual value; and 
prior to the letting the company spent £775 8s 104 in 
repairing, altering and adding to the house, which was 
old and in a bad state of repair. Shortly after the 
respondent went into occupation the company spent 
a further £412 15 4d on repairs to the house, and this 
sum was allowed as a deduction in computing the 
company's Case I assessment. In the company's next 
accounting period the company spent on the house 
£343 45 11d, which was treated as capital expenditure, 
and £142 55 8d which was allowed as a deduction in 
the Case I computation. 

Тће Schedule А assessment was made on the com- 
pany pursuant to paragraph x (r) of Part II of 
Schedule 23 to the Income Tax Act, 1952. 

An additional Schedule E assessment made on the 
respondent for 1957-58 for the {412 15 4d, and his 
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Schedule E assessment for 1958-59 included the 
£142 55 8d. It was contended on behalf of the 
appellant that these two sums were benefits within 
section 161 of the Income Tax Act, 1952, and that 
the respondent was assessable under Schedule E in 


` respect thereof. It was contended on behalf of the 


respondent that sums spént by the company on 
repairs to the house were not benefits within section 
161, in that the benefit year by year was limited, by 
section 162 (3), to the amount of the net Schedule A 
assessment. Тће Special Commissioners decided in 
favour of the respondent. 


Held: the two sums in question were assessable on 
the respondent. 


C.LR. v. Luke 


In the Court of Session — May and, 1962 
(Before Tue Lorp Presipent (Lord CLYDE), 
Lord Carmont and Lord GUTHRIE ) 


Income tax — House let by company to director — Rent 
fixed at arms length — Repairs done by company - 
Whether a benefit in kind — Income Tax Act, 1952, 
sections ІбІ, 162. | 


'The respondent was at the material time the 
managing director of a company which desired that 
he should live in Ayrshire and had suggested that a 
certain house in Troon would be suitable. The 
respondent bought the house and lived there for a 
time, and entertained foreign customers of the com- 
pany. In 1954, as the house was larger than hb wished, 
the respondent sold the house to the company, and 
the company let it to him. 'The purchase price and 
the rent were fixed at arm's length. The respondent 
occupied the house for about two and a half years 
till he left to live in England. During his occupancy 
the company expended considerable sums on repairs 
and also paid the owner's rates and the insurance. 
The repairs included the providing of a new hot- 
house boiler, the supply of a fire-place, the laying of a 
new water main, and the renewing of the plumbing 
in the house and the chauffeur's cottage. 

The respondent was assessed to Schedule E tax on 
the sums spent by the company and it was contended 
for the appellant that the assessments were valid. It 
was contended on behalf of the respondent that the 
company's expenditure was not in or in connection 
with the provision of living ог other accommodation, 
nor the provision of other benefits or facilities, within 
section 161 (х) of the Income Тах Act, 1952; that 
the company's expenditure had been made good to the 
company when the respondent agreed to pay the 
rent; and that the expenditure had been incurred by 
the company in the acquisition of an asset, and that 
therefore, the expenditure was, by section 162 (1), 
not assessable on the respondent. The General Com- 
missioners decided in favour of the respondent. 

Held: the expenditure by the company was in or in 
connection with the provision of a benefit for the 
respondent, and was therefore assessable on him. 


730 


ТНЕ 
ACCOUNTANT 


June 2nd, 1962 


THE INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


SEVENTY-SEVENTH ANNUAL CONFERENCE 


About 1,500 members and delegates from local and 
public authorities attended the seventy-seventh annual 
conference of The Institute of Municipal Treasurers 
and Accountants held in Edinburgh on Wednesday, 
Thursday and Friday of this week. 

At the opening session on Wednesday morning, the 
conference was officially welcomed by the Rt Hon. 
the Lord Provost of Edinburgh. The official welcome 
was followed by an address by the Minister of State for 
Scotland, the Rt Hon. Lord Craigton, c.B.E. In the 
same session, the conference considered Part А of the 
Council's annual report and the presentation of prizes 
in respect of the 1961 examinations took place. 

On Wednesday afternoon, the President of the 


Institute, Mr А. L. Imrie, C.B.E, C.A., F.LM.T.A., 
delivered his Presidential Address and afterwards the 
Institute's annual general meeting was held. 

On Thursday, the conference was addressed by the 
Rt Hon. Lord James of Rusholme on ‘Education and 
national prosperity'. In the afternoon a paper entitled 
“Local government units — financial and other соћ- 
siderations’ was given by Mr Kenneth Hyde, F-s.a.a., 
F.LM.T.A., County Treasurer, Cornwall. 

The Rt Hon. Henry Brooke, M.P., Chief Secretary 
to the Treasury and Paymaster-General, addressed the 
conference on Friday morning and the conference con- 
cluded with the investiture of the new President 
Mr Norman Doodson, F.S.A.A., F.M.LT.A., County 
Treasurer of Lanarkshire. 


Extracts from Report of the Council 


Rating and Valuation 


'The Rating and Valuation Act, 1961, received the Royal 
Assent during the year. Тће main effect of the Act, read 
with.previous legislation, is that in 1963 derating of in- 
dustrial and commercial properties will be abolished, and, 
for the first time since before the war, domestic properties 
will be valued on a current rental basis, although the Act 
gives the Minister of Housing and Local Government vide 
powers to intrBtiuce derating for dwelling-houses, if he con- 
siders that the impact of the revaluation on domestic rate- 
payers should be reduced. 

'The Government have announced in a White Paper on 
*Revaluation for rates in 1963 — the rate liability of the house- 
holder' (Cmnd. 1663) that these derating powers will not be 
used. Although details of aggregate values of the main 
classes of properties have not been published, the White 
Paper shows that domestic ratepayers will on average bear 
rather less than their present share of the total burden, in 
spite of increases in average gross values of houses to some 
four times their values in the lists current in 1939 (which 
related to the valuation lists prepared in 1:934). The 
overall reduction for domestic ratepayers of 1:6 per cent 
covers variations ranging from an increase of 27 per cent in 
one county borough to a reduction of 21 per cent in two 
counties. These variations are within the limit of one-third 
increase contemplated as reasonable by the Government, 
but the shift of incidence to domestic ratepayers in particu- 
lar rating areas within administrative counties may well 
exceed that limit, as, of course, may the increases of in- 
dividual domestic properties in any part of. the country. 

'The Minister's figures take account of increased rate 
deficiency grant due to increased disparity in rating re- 
sources resulting from revaluation. Local authorities will be 
strongly of the opinion that the general grant should not be 
reduced on account of increased rateable resources, as was 
done on partial rerating of industry in 1959. The effect of 
the revaluation is to redistribute the rate burden between 
classes of ratepayer; it will not alter the amount required to 
be raised from them. ... 


Y'The increase on the values in the current lists (prepared in 
1956 and bringing up house values from 1934 to 1939) is 
about three times on average. 


Local authority treasurers are always anxious to secure 
to their authorities the advantage that can be derived from 
mechanical accounting. Section 14 of the Act, permitting 
the discontinuance of the use of traditional rate books with- 
out the need for the Minister's dispensation will therefore 


"Ре welcomed. As a consequence of this provision the 


Ministry has made new Rate-accounts Regulations to re- 
place the restrictive provisions of the previous regulations. 

The Act makes a number of other changes in the law of 
rating and valuation, including provision for a formula 
method for the assessment of statutory water undertakings, 
and gives the Minister power to introduce formula valua- 
tions, by agreement with interested parties, for properties 
now valued by reference to accounts. There is grave disquiet 
among rating authorities about recent decisions applying 
the profits basis to hereditaments of statutory undertakers 
who are precluded from making commercial profits, result- 
ing in nil valuations for extensive dock installations; unless 
the new formula basis gives more equitable results, some 
amendment of the law would appear desirable. 


Housing 


The Housing Act, 1961, received the Royal Assent during 
the year under review, providing for a new system of housing 
grants under which the amount of grant paid to an authority 
will be determined by an assessment of the adequacy of the 
resources of the authority. The two basic rates of subsidy 
are £24 and £8 a dwelling for sixty years. Which of these 
rates will be received for particular houses will depend on 
the authority’s actual expenditure on housing in the pre- 
vious year compared with an assumed income made up of the 
actual subsidies and miscellaneous income received together 
with twice the gross value of their house property (that is, 
an assumed rent). If the expenditure is greater than the 
‘income’, the higher rate of subsidy will be payable; if 
smaller, then the subsidy will be £8. This test will be 
applied each year to take account of changing circumstances. 

Another new feature of the subsidy arrangements is the 
power given to the Minister to reduce or abolish subsidies 
payable under the Act. This does not apply to previous com- 
mitments and will not be exercised within the next ten 
years. ... 
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The growing emphasis on the need for urban redevelop- 
ment will also add to the difficulties of many local authorities 
in carrying out their housing functions under the new sub- 
sidy arrangements unless realistic rent policies are 
adopted. ... 


Local Government Areas 


The Council has had under continuous examination the 
proposals for the reviews of local government reorganiza- 
tion by the Local Government Commissions. The orders 
which will be made by the Minister of Housing and Local 
Government will give rise to a number of financial prob- 
lems, including such matters as financial adjustments, super- 
annuation funds and compensation to officers. . . . 

'The financial problems affecting superannuation funds 
M be complex. They will be affected by the extent to 
which local authorities are wholly or partly absorbed into 
other units of local government, whether those authorities 
administer superannuation funds themselves or participate 
in funds of other authorities or of joint committees. 

Some precedents have been established in the transfers 
between local authorities and the various public boards and 
in the regrouping of water undertakings which has been 
taking place in recent years. However, the problems likely 
to be posed by the reorganization of local government par- 
ticularly in London and the conurbations may be unique. 

Proposals for the reorganization of local government into 
a smaller number of larger units will have a substantial 
effect upon the salary, status and prospects, of a consider- 
able number of officers. This Institute can only be con- 
cerned in these developments in so far as local government 
finance is concerned. 

The code of compensation established by the Local 
Government Act, 1933, was superseded and the present 
code established in 1948 consequent upon the social legisla- 
tion which was enacted in the years immediately following 
the Second World War. 

The Minister of Housing and Local Government has 
informed local authorities and staff associations of his in- 
tention to make some improvements in the compensation 
settled for similar purposes in the immediate post-war 

eriod. 

5 Reorganization on the scale contemplated will inevitably 
create additional burdens for finance departments whilst the 
new authorities are being constituted and services are being 
transferred. Many chief and senior officers in the areas 
affected are nearing retiring age and there is already an 
acute shortage of professional officers in these areas. T'he 
Council considers that this aspect of the main problem is 
one which will merit serious consideration by the Ministry 
and by the local authorities affected and will keep the matter 
under review. 


Trustee Investments Act, 1961 


The Trustee Investments Act, 1961, which came into 
operation in August 1961, gave 'trustee status', subject to 
certain conditions, to loans made to local authorities on the 
security of deposit receipts. 

А few authorities before the passing of this Act had local 
Act powers enabling investments to be made in ‘equities’. 
‘The main effect of the Trustee Investments Act, 1961, was 
to extend this power to all authorities by permitting the 
investment of up to half of all funds investable in securities 
open to trustees (other than those funds applicable to the 
redemption of debt) in ‘wider range securities’. 

The practical effect of this extensive change in the invest- 
ment powers of local authorities had been anticipated by a 
proposal that an investment trust available only to local 
authorities be set up. This suggestion enabled the Local 
Authorities Mutual Investment Trust - commonly known 
as LAMIT - to be available by the time that this new Act 
came into operation. Some members of the Institute are 
giving a great deal of time to this new venture which, it is 
understood, has already justified its inauguration ... 
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PRESIDENTIAL ADDRESS 


In his presidential address Mr A. L. Imrie, C.B.E., 
Е.1.М.Т.А., С.А., City Chamberlain, Edinburgh, sur- 
veyed a wide range of topics of general interest to those 
occupied in public finance. 
He discussed first some 
general problems of local 
government today, and 
then turned to examine 
in detail the financial prob- 
lems which are the special 
concern of Institute mem- 
bers. 

Mr Imrie reviewed the 
nationalization of some 
local authority services 
after the Second World 
War and the greater use 
of fiscal measures by the 
central Government as 
š instruments of economic 
M.S nin policy. He pointed out the 

danger that local govern- 
ment might be replaced, to a greater or lesser extent, 
by Government departments or regional boards. He did 
not agree that the efficiency of large local government 
units was such as to outweigh all other considerations. 
There was much to be said for the close identification 
of local councils with the local inhabitants: there was a 
good deal of speculation about the need for an Ombuds- 
man, but most councillors were already doing that job. 

Role of Finance $ и 

'The need for local authorities to adapt th es to 
changing conditions extended to their sgevants; the 
chartered municipal treasurer was no e ool 
keeper and paymaster, but also an adviser with a vision 
going far beyond his particular responsibility. 'l'he 
role of finance was “no longer beneficially obstruction- 
ist, as some used to say, but . . . wisely regulatory’. 
Mr Imrie did not believe that local government had 
been left in decaying circumstances by the loss of some 
of its functions, nor that local authorities had become 
little more than obedient instruments of the central 
Government. 

Mr Imrie then turned to specifically financial prob- 
lems. He discussed at some length the growing outlay 
of public authorities, an outlay to which local govern- 
ment was a notable contributor. He posed the question 
of what proportion of the national income could be 
taken in taxation without injury to the economy. The 
answer was a rise in productivity which would bring 
about a relative diminution — if not a withering — of 
expenditure on the welfare state. 

The proportion of local government expenditure 
defrayed, through the grant system, from national 
taxation had risen steadily, and local government had 
become ‘an unwilling applicant for national assistance’. 
It was right for the Exchequer to contribute to the 
major national services: unfortunately some Govern- 
ment aid beyond this was required, in order to bolster 
the weakness of the rating system. Mr Imrie examined 
the ratepayer's ability to pay — the ratio of rates to in- 
come. The ‘regressiveness’ of rates had probably been 
lessened by the rising living standards of working 
people, and by the introduction of equalization grant. 
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Alternative Sources of Revenue 


Despite the disadvantages of the rating system, the 
Government had decided against introducing a new 
source of local revenue. Mr Imrie reviewed the possi- 
bilities — the transfer to local authorities of certain 
national taxes (for example, entertainment tax or 
vehicle excise duty), a poll tax, the rating of site values 
and a local income tax. He considered the last two at 
some length, and referred to an investigation he had 
made, at the invitation of the Royal Institute of Public 
Administration, of the Swedish local income tax 
system. 
In his concluding remarks, he said: 


*Some may ask what is the difference between the proposi- 
tion for treating local rates as a payment on account of 
income tax and the more simple method of increasing the 
rates of income tax and handing the additional yield to local 
authorities. The additional aid would require to be sub- 
stantial. Apart from the fact that the Government has 
declared and demonstrated its unwillingness to do so, it is 
my view that such a proposal would shackle local authorities 
more firmly in servitude to central department control and 
would do nothing to deliver them from their villeinage. If 
local rating was abolished, local authorities would be strictly 
confined within the financial resources made over to them 
by the Government and local government would fade away. 
If Exchequer grants were not sufficient to meet local outlay, 
local rates in some shape or form would require to be con- 
tinued to cover the balance - it is merely the existing system 
with a change in emphasis between Exchequer aid and 
rates. Certainly the simplest way to reduce the burden of 
rates is to expand the aid from national taxation, but local 
authorities would be better served by a system which puts 
a boot on one of their feet at least — although the last is 
зћаре о the resources reasonably available — thereby en- 
suringpng less independence than they have at the present 
time" И -either course were adopted the taxpayers would 
have to ра» more and there is the possibility of a revision of 
the, . There is the thought that taxes can reach 
a point so much is abstracted from the pockets of the 
people that enterprise is discouraged and currency inflation 
is encouraged. The nation's livelihood must not be en- 
dangered, no matter what the economy in which the nation 
lives and works. 

“There can be other propositions for local taxes — payroll 
tax and sales tax — but none is likely to win or merit wide- 
spread support. One remembers the outcry against the 
Chancellor's suggested regulatory payroll tax last year. 
'There are already plenty of taxes and surely some means 
can be devised for mitigating the rating burden and the 
financial difficulties of local authorities within the existing 
national taxation system. All taxes are unpopular, few, if 
any, more so than local rates, but they are necessary to 
finance the public services. The trouble is the overall load 
of taxation; indirect taxes enter into the prices of com- 
modities, many of which are no longer regarded as luxuries 
but as necessities, and exert pressure on the cost of living; 
the more obvious direct taxes are seen as a clear deduction, 
substantially diminishing free income, and at higher levels 
are charged with stifling initiative and enterprise. On the 
other hand social responsibility and thinking demand the 
national and local provision of welfare and other services 
and the more these expand, the greater the sum to be 
abstracted from the people in taxes and rates. There is thus 
the conflict of disinclination to pay taxes and the intent to 
improve and extend the public services; there is the conflict 
between the taxing and rating authorities, each of which 
invades the pockets of the people; there is the conflict 
between those who have and those who have not; there are 
many conflicts in the field of human institutions and rela- 
tionships. Local authorities are in the midst of these things, 
but they are not alone in contending against difficulties. In 
seeking to solve the problem of public finance the text to 
remember is that what the Government gives, it first must 
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take away. There is the thought also that there is so much 
still to be done that local outlay during the next decade or 
two may rise more rapidly than the national income, in 
which event the rigidity and inadequacy of the rating system 
may endanger local government. It is time now to think of 
how better to endow local government with more productive 
financial resources.” 


LOCAL GOVERNMENT UNITS 
Financial and Other Considerations 


In his paper to the conference on Thursday afternoon, 
Mr Kenneth Hyde, Ел.М.Т.А., Е.5.А.А., County 
'Treasurer of Cornwall, surveyed the considerations 
involved in determining local government units. He 
briefly outlined the history of boundary reviews up,to 
1958, and discussed in detail the Local Government 
Commission Regulations, 1958, which lay down the 
principles to be adopted by the Commissions for 
England and Wales in their reviews of status and 
boundaries. Among the important factors considered 
were 'financial resources measured in relation to 
financial need'. 'T'o be effective, a local authority must 
be able to provide for itself comprehensive services 
over the whole range of its functions. 

Mr Hyde then considered the present English and | 
Welsh counties in the light of these principles, and 
examined Rutland as an example of a county held by 
the Local Government Commission to be too small for 
the effective discharge of its functions. He went on to 
review some of the smaller county boroughs, and then 
dealt with the special problems of the conurbations. 
'The Commission have dealt with the West Midlands 
differently from London and Tyneside, and Mr Hyde 
examined the two patterns of local government recom- 
mended for these areas. 

No special guidance had been given to the county 
councils about how to approach the reviews of the 
county districts, and Mr Hyde analysed the existing 
county districts according to population. He considered 
that a county district needs a penny rate product of 
about £1,000-£1,250, at present valuations, to operate 
as a fully effective unit. As a general rule, such a county 
district would have a population of not less than 
15,000. Аз many as 673 county districts have popula- 
tions under 15,000. 

In the determination of local government units, the 
financial factors show that there is a minimum size for 
each unit, below which it will not be fully effective 
because of lack of resources. Mr Hyde's paper dealt 
primarily with these financial factors, but he also re- 
ferred to the other considerations to be taken into 
account — community of interest, development (and 
expected development), economic and industrial 
characteristics, suitable boundaries, means of com- 
munication, the distribution of the population, the size 
and shape of areas, and the wishes of the inhabitants. 

'The next section of Mr Hyde's paper was entitled 
*Spreading the burden', and in it he dealt with the 
principle that wealthy areas (in terms of rateable value) 
should bear a higher proportion of expenditure than 
the poorer. He cited in detail the London Equalization 
Scheme, which the Royal Commission on the Govern- 
ment of Greater London thought should be retained 
in a modified form. 

Mr Hyde concluded that the local government struc- 
ture urgently needed bringing up to date. Experience 
showed that many existing local authorities were too 
small, and many small authorities must disappear. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Crank, Batrams & Co, Chartered Account- 
ants, announce that from June 15th their address will 
be Rowland House, 6 Eldon Street, London ЕС2. 
Telephone: Bishopsgate 5791. Their registration 
department will remain at 32 Victoria Street, London 
SWi, until June 29th, when it will be removed to the 
new address. А 

Miss С. М. Согллмов, F.C.A., of 122 Hadham Road, 
Bishop's Stortford, announces that as from May rst, 
1962, she has entered into a partnership arrangement 
with the firm of SLATER, Dominy & Swann, Char- 
tered Accountants, of Cambridge, and that her prac- 
tice will continue at its present address under the 
name of CoLLINGs, SLATER & Co. 

Messrs A. F. FERGUSON & Co, of Karachi and 
branches, announce that with effect from June ist, 
1962, they are opening an office in Chittagong. 'T'he 
address will be Spencer's Building, Quaid-e-Azam 
Road, Chittagong, East Pakistan. 

Messrs GULLY, STEPHENS, Ross & Grecory, Char- 
tered Accountants, announce that they have now moved 
their offices to 17 Devonshire Square, London EC2. 

Messrs EDWARD Myers, CLARK & Co and CLARKE, 
ECKERSLEY, PRENTICE & Co (incorporating GEORGE 
РЕртву & Со), of London, Manchester, Watford and 
Burnley, who have been associated for many years, 
announce that they will in future carry on the practice 
under the name of EpwAnD Myers, CLARK, ECKERSLEY 
& Co. They also announce that they have. amalga- 
mated their practice, as from May 156, 1962, with that 
of the old-established Manchester firm of PILLING & 
Co, and have been joined in partnership by the partners 
of that firm, Mr F. W. Buck, F.c.a., and Mr М. PILLING, 
Е.С.А, The joint practice will be carried on under the 
name of Epwarp Myers, CLARK, EcKERSLEY & Co. 
'They further announce that as from April rst, 1962, 
they have become associated with J. С. Birkett & Co, 
of Watford (formerly GRAY, STAINFORTH, BIRKETT & 
Co), and Mr P. J. L. Cass, F.C.A., and Mr B. ARNOLD, 
Е.С.А., have joined Mr BIRKETT in partnership. The 
practice will be.carried on under the name of J. G. 
BinkgTT & Со. 


Appointments 


Mr J. Garton Ash, M.C., M.A., F.C.A., has been appointed 
chairman of Kamna Ltd, to fill the vacancy caused by 
the death of the late Мг H. Garton Ash, 0.B.E., M.C., 
F.C.A. 

Mr Derick Bolton, F.c.a., has been appointed to the 
board of Greengate & Irwell Rubber Co Ltd. 

Mr M. S. Cohen, B.COM., A.C.A., has been taken into 
partnership with Messrs Phillips & Drew, stockbrokers. 

Mr A. Dent, F.S.A.A., A.L.M.T.A., D.P.A., has been 
appointed chief accountant of the South: Eastern 
Electricity Board. He is to succeed Mr Ernest Sinnott, 
F.I.M.T.A., F.S.A.A., who was recently appointed deputy 
chairman of the Board. 

Mr J. Logan, F.c.a., has been appointed an addi- 
tional director of Sir George Godfrey & Partners 
(Holdings) Ltd. 

Mr Richard Otley, F.C.A., has been appointed а 
director of Stewarts and Lloyds and will continue as 
secretary of the company. 


OBITUARY 
Jack Ashworth Smith, F.C.A. 
We have learned with regret of the death on May 17th, 
at the age of 62, of Mr Jack Ashworth Smith, F.c.a., 
financial director of T'urner & Newall Ltd. 

After serving in the First World War in the Royal 
Navy, Mr Smith entered the service of the Lancashire 
& Yorkshire Railway Co, Manchester. Ín 1925 he 
entered the employment of Messrs Parkinson, Mather 
& Co, Chartered Accountants, of Manchester, and in 
the Final examination of the former Society of Incor- 
porated Accountants in 1931 he gained first place and 
was awarded the Society's gold medal. Following 
integration, he became an associate of 'The Institute 


of Chartered Accountants in England and Wales ` 


in 1958 and a fellow in 196o. Mr Smith joined the 
staff of Turner & Newall Ltd, head office, in 1934, to 
form the internal audit department of which, for a time, 
he served as head. He later became the company's 
accountant, and in January 1949 he was elected to the 
board. 

At the time of his death Mr Smith was also a director 
of several subsidiary companies of Turner & Newall 
Ltd, both in the United Kingdom and overseas. 


DOUBLE TAXATION CONVENTION 
United Kingdom and South Africa 


A double taxation convention between the United 
Kingdom and South Africa was signed in C 
on Monday. 

The convention, which is subject to 
replaces the agreement signed in 1946. It 
the avoidance of double taxation of inc 
and is expressed to take effect in the United Kingdom 
for income tax from April 6th, 1962, and for profits 
tax from January rst, 1962. The full text will be 
published shortly by H.M. Stationery Office. ` 


COMPANY INVESTIGATION 


Mr W. H. Lawson, C.B.E., B.A., F.C.A., a partner in the 
firm of Binder, Hamlyn & Co, Chartered Accountants, 
and a Past President of The Institute of Chartered 
Accountants in England and Wales, and Mr N. J. 








0 


Skelhorn, Q.C., have been appointed by the Board ' 


of Trade under section 165 (b) of the Companies 
Act, 1948, as inspectors to investigate the affairs of 
Livestock Marketing Co Ltd, Northern Livestock 
Producers Ltd, Southern Livestock Producers Ltd, 
Western Livestock Producers Ltd, Highland Live- 
stock Producers Ltd and Agribusiness Ltd. 


IN PARLIAMENT 
Income Tax Act, 1952: section 159 


Mr Соорнеж asked the Chancellor of the Exchequer 
if he will now implement the recommendation of the 
Royal Commission on Taxation regarding the repeal 
of section 159 of the Income Tax Act, 1952. 

Mr BARBER: Í recognize that this section gives rise 
to some anomalies, and I will keep the question of its 
repeal under review. 

Mr Goopuew: How long does my hon. friend intend 


- to continue keeping this matter under review? Is he not 
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` aware that, however much he may be under fire at the 
‘Treasury, the war referred to in this section ended long 
ago? Is it reasonable that tax relief for expenses for 
travelling to and from work should be given to one part 
of the community because of changes in wartime, 
while the rest of the community is denied that relief? 
Mr BanBzR: I see the force of my hon. friend's point 
with regard to this section considered in isolation, but 
the object of the section is quite different from the 
object of some of my right hon. friends with regard to a 
general tax allowance for travelling. That raises much 
wider questions and, indeed, I think I am right in 
saying that there are new clauses about it on the Notice 
Paper for the Finance Bill. 
Hansard, May 24th, 1962. Oral Answers. Col. 654. 


Taxation and Gross National Product 


Mr WanBzY asked the Chancellor of the Exchequer 
what was the percentage increase in direct and indirect 
taxes, respectively, between 1950 and 1961, including 
in indirect taxes the amount paid in National Health 
and Insurance contributions; and what, during this 
period, was the percentage increase in the gross national 
product. 

. Mr BARBER: In money terms, the increase in indirect 
taxes levied by the central Government, together with 
National Insurance and Health contributions, wàs 79 
per cent between 1950 and 1961. The increase in direct 
taxes on income and capital was 67 per cent and in 
gross national product 102 per cent. 

Hansard, May 24th, 1962. Oral Answers. Col. 659. 


` 


SCQTTISH INSTITUTE'S COMPUTER COURSE 


hree members of The Institute of Chartered 
s of Scotland attended the fourth of the 
computer courses held at the Turnberry 
ry, Ayrshire, from May 23та to 26th. 
QU tunt of the Institute, Mr James C. Stewart, 
C elc? Sed members, and the course was opened 
by *he convener of the computer course committee, 
Professor Robert Browning, M.A., LL.B., C.A., Professor 
of Accountancy at the University of Glasgow. Among 
the subjects dealt with were: 'Introduction to elec- 
tronic data processing’, by Mr T. B. Simpson, c.a., of 
John Brown & Co (Clydebank) Ltd; 'Input, output 
and storage’, by Mr Graham Morris, B.SC., A.R.I.C.; 
*A typical business application', by Mr H. W. Matthews, 
of Urwick Diebold Ltd; “Problems to solve before and 
after installation of a computer’, by Messrs D. G. E. 
Benzie, D.F.C., c.a., J. T. H. Macnair, M.C., B.A., C.A., 
both of London, and practising accountants; J . W. 
Randall, a.c.w.a., Rolls-Royce Ltd; and "Ronald 
Peddie, B.A., C.A., The United Steel Companies Ltd. 
Other features of the course included two question 
time sessions, a visit to the I.B.M. factory at Greenock, 
and a talk on computer terminology by Mr Graham 
Morris, B.SC., А.В.Т.С., of International Computers & 
Tabulators Ltd, followed by two films on computers. 
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SOUTH EASTERN SOCIETY 
OF CHARTERED ACCOUNTANTS 


New President 


Mr A. D. Langridge, F.C.A., has been elected President 
of the South Eastern Society of Chartered Accountants 
for 1962-63. Mr Langridge was admitted to member- 
ship of the Institute in 1933 
and, since 1934, has -been 
a partner in the firm of 
Langridge & Langridge, 
Chartered Accountants, of 
East Grinstead, Haywards 
Heath and Lewes. 

He has served on the Com- 
mittee of the South Eastern 
Society since 1946 and has 
been a member of the 
Society’s Regional Taxation 
and Research Committee 
since 1942, being secretary 
from 1947-50 and chairman 


from 1953-55. 
In 1960 Mr Langridge became a vice-president of 





Mr À. D. Langridge 


the South Eastern Society and chairman of the Kent 


and Sussex Branch. 


Annual Report 


'The Committee's twenty-ninth annual report records 
that membership at January ist, 1962, totalled 598. 
There were 374 members: in the Scciety’s Kent and 
Sussex Branch and 224 in the Hants and Dorset 
Branch. 

Local members’ groups were active during the year, 
the Bournemouth group met on eight occasions; the 
Isle of Wight group held five meetings during the year, 
and four meetings were held by the Portsmouth and 
District group. The main event in the winter session 
of the Southampton and District group was an address 
by Mr David Price, M.P., on "The Common Market’. 

In the Kent and Sussex Branch, the groups at 
Brighton, Canterbury, Hastings and Maidstone all 
held a number of meetings during the year, with 
improved support by members. 

'The report states that in connection with the 
Institute's small practitioner inquiry, thirteen meetings 
were held during the year throughout the Society's 
area; 554 invitations were sent out and 192 practising 
members attended. Тће Committee expresses its grati- 
fication at the enthusiastic response from members and 
firms willing to give information anonymously on 
overall results and partners’ income, staff and articled- 
clerks' remuneration, hourly charging rates and the 
manner in which fees were calculated. 

Members, it is stated, were generally of the opinion 
that the remuneration of practising members was in- 
adequate and compared unfavourably with that of 
other professions. It was recommended that a minimum 
scale of charges for the guidance of practitioners should s 
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be published by the Institute. Members were also 
strongly in favour of the Institute undertaking greater 
publicity in order to make the public more aware of the 
services offered by chartered accountants. 


BEDS, BUCKS AND HERTS CHARTERED 
ACCOUNTANTS 


The annual meeting of the Beds, Bucks and Herts 


Branch of The London and District Society of Char- 


tered Accountants was held at Dunstable on May 7th 
under the chairmanship of Mr J. L. Dickinson, F.c.a. 
Nearly sixty members were present. 

The report of the Committee for 1961-62, which was 
presented, shows that membership at March 315, 
1962, totalled 237, compared with 230 the previous 
year. The Committee expresses the hope that present 
members will assist to increase the growth and influence 
of the Branch by encouraging others in their locality to 
join. 

Branch activities included a stimulating and informal 
meeting with H.M. Inspectors of Taxes of Bedford, 
Dunstable, Luton, Watford and City 11 District, and 
regular meetings were held in Luton and Watford on 
a variety of accounting subjects. The first dinner of 
the Branch took place in Aylesbury on November 14th 
and was well attended by members and guests; an 
address of welcome was given by the Mayor of 
Aylesbury. In March this year a successful dinner- 
dance took place in Luton. 

Completed questionnaires in respect of the Institute’s 
small practitioner inquiry were returned to the London 
and District Society and a meeting of practitioners 
from all parts of the Branch area was held in Luton 
to discuss a summary of the answers to the question- 
naire. 

Following the annual meeting there was an interest- 
ing discussion with the following industrialists on “Top 
management’s views on chartered accountants’: Mr 
W. A. Hartop (George Kent Ltd), Mr G. Hickson 
(Laporte Chemicals Ltd), Sir Reginald Pearson, o.B.z. 
(Vauxhall Motors Ltd), Mr R. Watson Lee (Commer 
Cars Ltd), Mr W. А. Summers, 0.3.2. (Hunting 
Aircraft Ltd). 

The following officers have been elected for 1962-63: 

Chairman: Mr P. J. L. Case, F.c.A. 

Deputy Chairman: Mr J. L. Dickinson, F.c.a. 

Vice-Chairman: Mr R. F. Waterfall, F.s.a.a. 

Hon. Secretary: Mr E. J. Frary, Е.С.А., Messrs Hillier, 

Hills, Frary & Co, 26 Victoria Street, Luton, Beds. 

Treasurer and Assistant Secretary: Mr A. J. Philpott, 

В.А., A.C.A. 
Auditor: Mr E. G. Squires, F.C.A. 


SOUTH WALES AND MONMOUTHSHIRE 
CHARTERED ACCOUNTANT STUDENTS 


'The thirty-eighth annual report of the South Wales 
and Monmouthshire Chartered Accountant Students’ 


Society, presented at the annual meeting on June rst, 
shows that membership at the end of 1961 numbered 
279. 

Regular Saturday morning lectures were held during 
the year and were most successful, though the Com- 
mittee states that it would be encouraging to see more >+ 
Final students present. А series of lecture meetings 
was also held on Fridays. 

The eleventh annual dinner-dance was again held at 
the Park Hotel, Cardiff, while at sport the Society had 
another very successful year during which there were 
no defeats at rugby, soccer or cricket; at rugby the 
Society excelled itself by scoring over ninety points 
with only nine against. The golf and tennis teams were 
also successful in matches played at Bristol and S wansea. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


'The monthly meeting for Bible reading and prayer wl 
be held at 1 p.m. on Monday, June 4th, in the vestry 

at St Mary Woolnoth Church, King William Street, 
ЕСз. The scripture for reading and thought will be 
John, Chapter 16, verses 7 to 11 (The convincing of the 
Spirit). 


CHARTERED ACCOUNTANTS' LODGE 
NO. 3162 


At the installation meeting held at the Piccadilly Hotel, 
London Wi, on May oth, W.Bro. William Henry 
Parton was installed in the chair by W.Bro. K. 5. 
Carmichael. The officers appointed were: 


W.Bro. К. S. Carmichael, Г.Р.М.; Bro. ye odgson, 
S.W.; Bro. S. R. Curtis, 7.W.; W.Bro. H. M. 
L.G.R., P.M., Treasurer; V.W.Bro. H. А. 
P.G.TREAS., P.M., Secretary; W.Bro. О, 
L.G.R., P.M., D.C.; W.Bro. G. S. H. Ри 
S.D.; W. Bro. С. J. Hakim, p.p.c.rreas. éiiiddlesex), 
J.D.; W.Bro. А. А. B. Yeatman, P.G.STD., P.M., Organist; 
Bro. D. A. Redston, I.G.; Bro. J. B. Lewis, W.Bro. R. H, 
Jenkins, Stewards; W.Bro. W.'T. Lovell, Tyler. 

Among those present were; V.W.Bro. A. W. White, 
G.TREAS. ; W.Bro. C. Simmon, A.G. Registrar. 








THE INSTITUTE OF BANKERS 


At the eighty-fourth annual general meeting of The 
Institute of Bankers held on May 16th, Sir Edward J. 
Reid, Bt, 0.8.£., a director of Baring Brothers & Co 
Ltd, was elected President of the Institute for the 
ensuing year, in succession to Sir Eric A. Carpenter, 
O.B.E., chairman of Williams Deacon's Bank Ltd, who 
has been President since May 1960. 

The Council's report for 1961-62, which was pre- 
sented at the meeting, records that membership at 
December 3156, 1961, reached the record level of 
52,008. This was an increase of 3,393 over the previous 
year: in the past three years membership has grown by 
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8,568 — almost as many as the increase (9,404) in 
the quarter of a century before that. 

'The report states that the eighty-one local centres 
of the Institute arranged over 5oo well-attended 
meetings during the year which included lectures, 


~ discussions, study groups, debates, industrial visits, 


public dinners and other social events. 


SEMINAR ON UNIFORM ACCOUNTING 
A seminar on uniform accounting is to be held during 
the week commencing July and by The Polytechnic, 
Department of Management Studies. 'T'he object of the 
seminar is to bring together accountants in practice, 
industry, local and other public authorities, and 
consultants to study the form and content of accounting 
. Statements. Participants will be asked to bring examples 
of accounts they prepare for management (if necessary 
disguising the figures). The legal and other constraints 
hich are responsible for the form and content of the 
ments will be discussed and suggestions offered 
for their improvement. 

'The fee for the seminar is five guineas. Further 
details from The Polytechnic, Department of Мапаре- 

ment Studies, 204 Albany Street, London NW:. 


CHARTERED ACCOUNTANTS' GOLFING 
SOCIETY 
The Chartered Accountants’ Golfing Society played 
its annual match against The Bar at Woking golf course 
recently. 

The course, which is the home of The Bar, is one of 
the most enjoyable, and the match is always a very 
popular one. At the conclusion of the morning round 
the :ntants were leading by one match but in the 





ee The results (Chartered Ас- 
ames first) were as follows: 


MORNING 
1 M. Kaye and S. G. Sillem beat D. Tudor Price and 
R. Borneman, Q.C., 2 up 
H. C. Staines and D. W. T Gibson beat I. Davidson and 
R. Ward, 1 up. 
D. G. Richards and E. Head lost to D. Henry and 
А. Hollis, 3 and 1. 
M. A. P. Gay and N. W. Collett lost to Judge P. I. Bell, 
Q.C., and J. McDonald, x down. 
A. Coleman and J. D. Green beat G. Willett and W. 
Glover, 2 and 1. 
AFTERNOON 
Kaye and Staines lost to L. Paddy and Davidson, 2 and 1. 
Sillem aad Gibson lost to Tudor Price and McDonald, 
3 and r. 
Richards and Collett halved with Henry and Glover. 
Gay and Coleman beat Ward and Borneman, 3 and 2. 
. Head and C. I. Steen lost to Bell and Willett, 1 down. 
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Annual General Meeting 

The sixty-third annual general meeting of the `: 
Chartered Accountants’ Golfing Society was held at 
the Sea Bank Hotel, Porthcawl, on May rath, curing 
the week-end meeting at the Royal Porthcawl Golf Club, 
South Wales, under the chairmanship of Mr J. B. 
Pittman, who was again elected President. Mr D. W. 
Gibson was elected Captain and the retiring Vice- 
Presidents, Messrs L. В. Elcombe, D. V. House апа. 
L. E. Parsons were re-elected: Mr C. G. Midgley 
was also elected a Vice-President of the Society. 

The following were also elected: 

Vice-Captain: Mr H. C. Staines. 

Hon. Secretary and Treasurer: Mx E. H. Head. 

Hon. Match Secretary: Mr C. I. Steen. 

Asst. Hon. Match Secretary: Mr D. W. Gibson. е 

Messrs Е. Н. Wingfield, S. С. Sillem ара L.. V. 
Mills were re-elected to the Committee. Mr W. B. 
Henderson was also elected to the Committee. 

Mr J. S. Hyland was reappointed .hon. auditor. 

The leading results of the competitions were as 
follows: 

CaPTAIN's PRIZE 


(presented by the retiring SEP Mr A. W. Coleman) 


r. А. W. Coleman (12) 4.4 ... 35 points 
Wins Ernest Cooper Cup. 
2. H. W. Pitt (9) p 34 э» 


Wins Саргат 5 Prize on ‘ast nine holes 
and Mystery Prize. 


3. Н. С. Staines (6) ... .. 34 2 
Wins Second Prize and Scratch. Prize. 

Н. Lemmon (11) .. s se ... 33 - 
]. M. Kaye (4) is ves ... 32 a 
H.J. Finden-Crofts (15) 255 ize ... 30 " 
W. O. Newcomb (5) ст oi ... 30 E 
W. B. Henderson A " ... 29 » 
J. M. Sant (6) 29 Á 
D. Winks (5) 29 s; 
E. H. Head (1o) Я - E ... 28 И 
R. А. Daniel (12) ... ds s; ... 28 3 
Р. H. Blandy (13) ... xus si ... 28 E 


SATURDAY FOURSOMES 


1. А. W. Coleman (rr) and D. W. Gibson (8) 28 points 
Win first prize. 
2. J. M. Kaye (4) and H. W. Claxton (8) 27 д 
Win second prize on last nine. 
E. H. Head (10) and R. A. Daniel (12) ... 27 С 
Н. J. Finden-Crofts Gs) and W. B. 
Henderson (s)  ... 000€ 26 - 
SUNDAY FOURSOMES Е 
т. Н. C. Staines (6) and D. Winks (5) 291 points 
Win first prize. 
2. W. O. Newcomb (5) and J. M. Sant (6)... 28$ ,, 
Win second prize on last nine holes. 
A. W. Coleman (11) and D. W. Gibson (8) 28  ,, 


ҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮҮ 


ROYAL EXCHANGE 


INCORPORATED A.D. 1720 


ASSURANCE : 


Accountants аге 
invited to apply for the 
Corporation’s Agency. 


Heap Orricz: ROYAL EXCHANGE, Гомром, Branches throughout the Country. 
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Taxing Masked Building 
Profits 


WO weeks ago we discussed clause 20 of the Finance Bill, 

| which imposes tax оп the proceeds of sales of land by a 

company associated with a dealer in land. This week we 
examine the sister clause, clause 19, which had a remarkably 
smooth passage through the committee stage. Some notoriously 
large fortunes have been made in recent years in the spheres- 
land development in this country. Bearing in mind that the top 
rate of income tax and surtax is still very high, 175 9d in the /, 
it is a fair inference that a good part of these fortunes represent ’ 
untaxed profits. In view of the readiness of the Inland Revenue 
to allege trading whenever anyone sells land at a profit, the 
immunity from tax of those profits is no accident; it must 
have. been achieved in many cases by astute avoidance devices. 
Clause 19 is directed against a particular kind of device in 
connection with the development of land by building on it. 

А builder (whom we will call X.) who acquires land, builds on 
it, and then sells or leases the built-on land, is obviousl i 
on a trade and must pay tax on the profit. To avoid the 
sell his buiiding business to a company controlled 
purchaser is found for the eventual building. This pürc 
into a contract with the building company to erect the desired 
building. At the same time he negotiates for a building lease of the 
land, from X. its owner. The price paid to the building company 
for erecting the building is such as barely to cover the building 
company's costs, so that its building business produces no taxable 
profit. Bearing in mind the bargain he has had from the building 
company, the ultimate purchaser will be inclined to be generous 
when paying a premium to X. for the building lease. X., baving 
sold his building business, is no longer a trader. Accordingly the | 
Revenue find it very difficult to charge him to tax in respect of the 
profit on the grant of the lease. 

Into this lacuna steps clause 19 with the very laudable object 
of taxing X. on his gains. One could only wish that the drafting of 
the clause was a little more precise, Its smooth passage through 
the House was attributable not so, much to its clarity as to it$ 
obscurity. With one honourable exception, no member had the 
temerity or the fortitude even to discuss it. Nevertheless, it ought 
to have been probed because it may well strike the innocent far 
more than the guilty. The guilty are always one ahead of the 
legislator. They have the resources and the astuteness to take legal 
advice before embarking on a transaction, dubious or otherwise. 
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The innocent ones со rashly ahead, only to find 
too late that they have incurred heavy tax liability 
under some obscuresection they had never heard of. 

Clause 19 (1) postulates a triumvirate consisting 
of the ultimate purchaser (whom we call P.), the 
actual builder (whom we call B.) and the person 
who is sought to be taxed, X. ‘Builder’ here is 
defined to mean a person carrying on a trade which 
consists of or includes the erection, or securing the 
erection, of a building (clause 19 (4)). Some or all 
of these persons will probably be companies. The 
sub-clause imposes Case VI liability on X. in the 
following circumstances: 

(а) P. contracts with B. for the erection of a 

building. 


~A) The building is to be on land acquired (or 


to be acquired) in connection with that 
building contract. 

(c) The land is acquired from a person 'asso- 
ciated with’ B. This associated person 15 of 
course X. 

(d) X. is not disposing of the land in the course 
of carrying on a trade of dealing in or 
developing land. 

If all these conditions are satisfied, a computation 
has to be made. One adds to the consideration 
y X. from P, the market value of any 
ich X. retains in the land. From this 
ucted the cost to X. of the land. The 
the measure of deemed income assess- 
able on X. under Case VI. То prevent X. from 
minimizing the chargeable profit-by disposing 
of the reversion at the same time that he grants 
the lease, clause 19 (3) provides that all his interest 
in the land which he does not dispose of to P. is 
to be treated as retained by him. 

There is a proviso to clause x9 (1). If X. 
acquired the land at a time when he was neither a 
builder nor associated with one, then the com- 
putation of profit is modified. Instead of taking 
the actual cost of the land, one takes its market 
value as at the time when, after having acquired 
the land, X. becomes a builder or becomes asso- 
ciated with a builder. This proviso is, no doubt, 
intended to reduce the Case VI liability, but it 
could have the opposite effect. Why not, then, 
say ‘cost or market value, whichever is the higher? 

‘Item (а) above is reasonably straightforward. 
Item (b) is less so. No definition is given of 'in 
connection with', but clause 19 (2) contains a 
deeming provision. Land is to be deemed to be 
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acquired ‘in connection with a contract for the 
erection of a building’ if: 

(i) the building contract is entered into “before 

or on the same day as the contract for the 
` acquisition of the land'; ог 

(ii) the land acquisition contract is either: 

(a) subject to any condition or stipulation 
for the building to be erected on terms 
provided for in the condition or stipu- 
lation; or 

(b) made in pursuance of any arrangement 
for the building to be erected on terms 
provided for by the arrangement. • 

If the land is acquired with a view to, or in 
connection with, the erection of a building (not 
with a contract for the erection), then clause 19 (2) 
is to apply notwithstanding that the person con- 
tracting with B. is different from the person 
acquiring the land. In.other words, the fact that 
Ps role is performed by two different persons 
(one acquiring the land and the other causing the 
building to be erected) does not prevent the az- 
quisition of the land from being ‘in connection 
with' the building contract. 'The clause gives no 
definition of the phrase ‘acquired with a view to 
or in connection with the erection of the building'. 

Thus, a prerequisite of X.’s liability under the 
clause is that he be ‘associated with’ B. Clause 
19 (4) sets out the somewhat bewildering tests 
which have to be applied to establish this. As 
these bear a close resemblance to the ones which 
apply to the definition of the same phrase in 
clause 19 and which are contained in paragraph 18 
of the Ninth Schedule to the Bill, the tests are 
not examined in detail here. Clause 19 (5) throws 
in a further test. X. is to be deemed to be asso- 
ciated with B. in relation to a building contract 
(connected with which P..acquires the land from 
X.) if B. enters into the contract ‘in pursuance 
of any reciprocal arrangement between' either: 

(i) X. on the one hand and a person (whom we 

call A.) on the other hand with whom B. is 

associated ; or 

(ii) X. and A. on the one hand and other persons 

on the other hand. 

Clause 19 is excluded if either (а) the building 
contract or (b) the land acquisition contract 
was entered into before April roth, 1962. 
If X. is carrying on a trade or business charge- 
able to profits tax, the clause 19 income will be 
added to the chargeable profit. 
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Companies Report 


r | "HE outstanding fact in the Companies 
General Annual Report by the Board of 
Trade for 1961,* published on Monday, is 

that for the first time since the recession year of 

1952 there was actually a decline in the number 

of new companies registered. 'The drop was not 

great, from 34,312 in 1960 to 33,645. Moreover, 
although there was an increase in the number of 
companies dissolved or struck off the register, the 
figure was only 10,255, so that the net increase in 
the number of companies on the register was 
over 20,000, bringing the total number to over 

416,000. Although some 400,000 of these are 

private companies, they have a much smaller 

aggregate paid-up share capital than the public 
companies; the total is £7,612 million, of which 
the private companies account for [2,733 million. 

Although the number of public companies with a 

share capital at the end of 1961 had declined 

further by 124 to 10,682, their total paid up capital 
had increased by £153 million. 

How are names found for all these companies? 
Тће indications are that the trend towards 
fantastic or fanciful names must inevitably be 
accelerated. The Board of Trade refused to 
sanction 21,359 names during the year; gr per 
cent of the refusals being on the ground of simi- 
larity with names already on the registers. 

Some 80 per cent of private companies have 
filed the certificates required of exempt private 
companies. 'The report points out that the num- 
ber of companies actually qualifying as exempt is 
greater, since there is, of course, a time lag 
between the formation of a company and the time 
for rendering its annual return. The report draws 
attention to the two reported cases where claim 
for exemption status was rejected by the High 
Court and the Court of Appeal. 

During 1961, the Board of Trade gave authority 
to ninety-eight persons to be appointed as auditors 
of non-exempt companies notwithstanding that 
these persons were not members of any of the 
accountancy bodies recognized by the Board. 
Sixty-three of these persons had similar qualifi- 
cations obtained outside the United Kingdom; 
nineteen were regarded as having obtained ade- 
quate knowledge and experience in the course of 


1 H.M.S.O. 25 net. 


employment by a member of a recognized body; 
and the remaining sixteen were authorized on the 
ground that they were in practice as accountants 
in Great Britain before August 6th, 1947. The 
total number of authorized zuditors, not being 
members of any of the recognized bodies, is now 
1,045; the three categories number 567, 112 and 
366, respectively. 

Section 159 (3) of the Companies Act, 1948, 
provides that where at an annual general meeting 
no auditors are appointed or reappointed, the 
Board of Trade may appoint a person to fill the 
vacancy. In 1961 the Board received five applica- 
tions to appoint auditors under the subsection, 
which were added to the two applications out- 
standing at the beginning of the year. One was 
outstanding at the end of the year, one was not 
proceeded with, and in the remaining five cases 
the Board appointed auditors. 

The number of creditors’ petitions for com- 
pulsory winding-up increased in 1961 from 757 
to 876. These two years have both been record 
years for a long time; even in 1952 there 
634 creditors’ м During 1961 








has any order Бен made for windiset 
to the supervision of the Court. In ü ten 
years there have been only five such orders. 
Liquidations begun in 1961 totalled 4,689. Of the 
4,077 voluntary liquidations, 2,843 were members' 
voluntary liquidations. These are the figures for 
England and Wales. In Scotland the liquidations 
begun in 1961 were 275 in number; 19 being 
compulsory. 

Bearing in mind the manner in which the 
Companies Act, 1948, bristles with penalty 
sections and the total number of companies which 
are subject to those penalties, the number of 
prosecutions under the Act continues to be 
remarkably small. T'he total was only 690; 652 
being for failure to render annual returns. Next 
in number were prosecutions for failure to keep 
proper books of account prior to winding-up. Ten 
undischarged bankrupts were prosecuted for being 
concerned in the management of companies. 
А remarkably large number of prosecutions 
were dismissed, although in many cases this 
was because the summons was withdrawn. 
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Double Tax Relief Claims Without Tears 


by FELICE У. 


A "TOOL KIT' that will greatly facilitate 
the computation of double tax relief on 
overseas dividends can be built up from 

the following publications: 

Price 
Forms No. 86c (obtainable from 
H.M. Inspectors of Taxes) 


Tables of Effective Rates of Income 
Tax (published ere H.M. Station- 
ery Office) 


Supplement to ‘the Stock Ре 
Weekly Official Intelligence — Relief 
from United Kingdom Income Tax 
on Dividends of Overseas Companies 
(published in January and July by 
the Share and Loan о of >" 
the Stock Exchange) Y Is 

postage 6d 


Free 


1s 3d 


Tables of Tax on Net Income (pub- 
by H.M. Stationery Office) Дт 







o. 86c are printed in duplicate so that 
taken and they are designed for 
Meee calculation to be done in totals. This 
results .1 a considerable saving in the amount of 
time spent on the claim by the tax clerk and by 
the typist. The layout is equally suitable for 
double tax and unilateral relief claims and for, 
say, Canadian and South African dividends, from 
which the tax deducted at source is calculated 
differently. 

The Tables of Effective Rates of Income Tax 
minimize the time taken to calculate an individual's 
income tax rate, but the effective rate of surtax 
must still be calculated separately. The tables for 
1959-60 remain applicable for 1961-62. 

'The Supplement to the Stock Exchange Weekly 
Official Intelligence is indispensable for ascertain- 
ing the companies” rates of overseas tax. If a 
particular company is not included in the 
supplement, application for details should be 
made to H.M. Inspector of Foreign Dividends, 
Lynwood Road, Thames Ditton (Telephone: 
Emberbrook 4141, extension 89). 

The most valuable item in the ‘tool kit’, in 
more senses than one, is the book of tables for 
grossing at various rates from та to 125 6d (in 14 


SLADE, А.С.А. 


stages). These tables show the tax which must be 
added to any net amount to arrive at the gross 
equivalent at the selected rate — the net income is 
shown as fractions of Дт, in Дт steps from Дт to 
£200 and in stages thereafter up to £10,000. 

For illustration let us take two dividends from, 
say, a Canadian and a South African company 
and compute, step by step, the double tax and 
unilateral relief, respectively. The dividend 
vouchers are assumed to show the following 
details: 


CANADA LTD 
600 Common Shares 


£ s а 
Dividend declared whe ave 7 6 8 
Less 1§ per cent withholding : tax I1 9 2 





Less United Kingdom income tax at 
45 9d оп £76 6s 8d .. zs - 18 та 


Amount credited 








SOUTH AFRICA LTD 


400 Shares — Amount of 
warrant dis 





s d 
Amount of dividend in 
British currency .. 2 9 . pershare 
Less South African non- 
resident shareholders' : 
tax atis6dinthe£.. 2:475 5 
2 6:525 » 
Less United Kingdom 
income tax at 35 10:5d 
in the £ on the gross 
amount of the divi- 
dend of 35 1-8605d per 
‘share (£63 25) 7'3355 » 
I 11:1895 3 








The figures shown in the block and in brackets 
for the South African dividend are obana 
from the back of the voucher. 
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Let it be assumed that the client's surtax 
computation for 1960-61 reads as follows: 

















£ 
Director – 25 assessed to income tax, 
1960-61 E ; 3,681 
Untaxed interest — as assessed to income 
tax, 1960-61 ar 264 
Property (net annual value lar jess 
maintenance relief £104) E у 40 
Taxed dividends: 
Self – as returned а г. .. 3781 
Wife — as returned 2,019 
| ies . 9,785 
Charges and deductions: 
Farm loss – section 341 £985 
Personal allowance (less £140) тоо 
1,¢85 
Income chargeable to surtax £8,700 
Surtax payable £1,700 








Turning next to Form No. 86c, Part I, 
‘Calculation of Effective Rate’ (Figure 1) is 
designed so that a detailed calculation may be 
made, but if the Tables of Effective Rates are to 
be used it is unnecessary to calculate the total 
income tax liability and to divide it by the net 
income. Furthermore, in surtax cases one really 
need insert only the total of the gross income, 
charges and personal allowances (including earned 
income relief but excluding life assurance relief). 
From the resultant ‘taxable income’ the income 
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tax effective rate can be ascertained from the 
Tables. 

The gross income and charges may be taken 
direct from the surtax computation but in that 
event one should be careful to bring the total 
income for surtax into line with the total income 
for income tax purposes, ie. to exclude any 
building society interest or exempt Post Office 
interest received, to add back any personal 
allowances deducted for surtax and to deduct any 
covenanted payments that may have been dis- 
allowed for surtax. 

То ascertain the effective rate of income tax 
from the tables it is necessary first to find the 
column appropriate to the amount of the tax- 
payers personal allowances (including earned 
income relief but excluding life assurance relief) – 
in the illustration £839, 1.e. personal allowance 
£240 plus earned income relief £599. In that 
column one must find the figure of taxable 
income which is equal to or next above the 
amount of the taxable income shown in Part 1 
and the line on which this figure appears indicates 
the required effective rate. 

A part of page 11 of the Tables is illustrated 
at Figure 2 showing how the effective rate of 
6s 11d in the example was arrived at, £8,055 
taxable income being nearest to the, actual 
taxable income of £7,961. pU 

'The surtax effective rate, calculate 
dividing the surtax liability by the an? 
assessment, is then: added to рате Xbe-.total 
effective rate. 

Parts II to IV of Form 86c together are 
illustrated at Figure 3 and the following com- 





1. CALCULATION OF EFFECTIVE RATE 





(1) Income Tax Е 
Overseas Income (including Direct Tax) 
United Kingdom taxed income | 
Schedules А and B (net after Maintenance 

Relief etc.) .. 
Schedule D (net after Capital allowances etc. у 


Schedule E (net after Expenses, Superannuation),...... Qu 


Other income (excluding Building. Soclety 
Interest) è 5 


Gross Income 9,785 
DE Charges (to the extent not covered by. 


B.S.l. received), Losses  (sectlon 341, 
Income Tax Act, 1952) я we vs : 985 
(A) Net income 8,800 


(B) Less Personal Allowances (excluding Life 
insurance) RA: ИЕ: L.R. fon £2 1626) в 


£599) .. 839 


(C) Taxable income 









Tax on taxable income— 


eee AL S G |o  .. ето ноте о 


(D) Total Income Tax 


(E) Income Tax Effective Rate 
per Tables 


Q) Surtax 
(F) Total income for Surtax £8,700 


(G) Surtax on (F) £1,700 
(H) Surtax Effective Rate ((G)~-(F)) 
(J) Total Effective Rate ((E)+(H)) .. 






3| 
10 | 10 
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Figure 2 ; . . , F 
EFFECTIVE RATES - INCOME TAX, 1959—60 





Personal allowances (including earned income allowance) 


£680-709 | £710-739 | £740-769 | £770-809 | £810-849 нов | £850-889 RUM 2890929 | €930-969 | Festive 





Taxable income 





Figure 3 


П. SUMMARY OF OVERSEAS DIVIDENDS 






Tax credit, i.e. 
tax addition 







































Overseas Dividend when (L) Gross United Paying Agent’s 
Rate declared grossed at United Kingdom gross 
Source and Overseas inclusive} — less the smaller of Kingdom Tax (To be completed 
Country of Overseas (i) Effective income deducted . in'Surtax 
Direct Direct Rate, or ((L) + (M)) from cases only) 
Tax Tax (ii) Rate in (К) Dividend 











Sog A ed dicenti aa a aasan a tci tero tide eei cts eatis | ава 


Note. ifithere is insufficient space above, 
continue overleaf and bring back the TOTALS 
totals into the summary above. 








Ill. CALCULATION OF RELIEF 





(Q) U.K.I.T. оп (N) at taxpayer's highest 
personal rate(s)- 
£220 at 7s 9d 
£ ats d 








Gross U.K. income (amount at (N)) .. £220 
Amount on which Surtax charged Gagne 
at (P)) ass T es Р .. £139 


Additional Surtax on sid E .. £8l 


at 7s 6d . £30 7s 6d 





(R) Less tax credit (amount at (M)) 
(S) Net U.K.LT. — ((Q)—(R) 

(T) ОКА. deducted (amount at (O)) 
(U) Relief due ((T) —(S)) 


or 
(W) Relief overallowed ((S)—(T)) 
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ments may be added to the explanatory column 
headings in Part II, the 'Summary of Overseas 
Dividends’: 


(1) The rate at (K) is taken from the Stock Exchange 
Supplement where, except in the case of 
Australian dividends, it is quoted inclusive of 
any direct tax deducted at source. 


(2) The figure at (L) is the amount of the dividend 
after deduction of any withholding or non- 
resident shareholders’ tax etc. 


(3) The addition at (M) is obtained. from the 
grossing tables and in the illustration the 
Canada Ltd dividend has been regrossed at 
the effective rate (10s 10d), this being lower 
than the company’s rate (105 114). 


(4) In practice the amount to be included at (P) is 
that which has already been returned (and 
assessed to surtax). 


Any number of dividends can be tabulated in 
this way – if there is insufficient space the back 
of the form may be used — and columns (M) to (P) 
are then totalled. 

Turning next to Part III it will be seen that 
income tax at the taxpayer's highest personal rate 
on the true gross total (N) is calculated first, the 
total tax credits (M) are then compared with this 
amount, leaving an excess due to or by the 
Inland Revenue and the subtraction (or addition) 
of the United Kingdom income tax deducted per 
column (O) gives the income tax relief due (or 
over-allowed). | 
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In the case of an individual who is not also a 
surtax payer this ends the calculation but other- 
wise it remains for Part IV to be completed. This 
section consists simply of a comparison of the 
true gross amount (N) with that already returned 
(P), and the computation of the additional surtax 
that will arise when the amount of the difference 
is added to the taxpayer's total income. In practice 
Inspectors are always willing to deduct any 
additional surtax from the income tax repayable. 
In the illustration a net repayment of £19 4s 10d 
would be issued in settlement of the claim. 

It should be mentioned that where section 201 
relief is also due — the appropriate fraction will be 
found in the Stock Exchange Supplement — this 
relief must be calculated separately to ensure that 
it does not exceed the tax remaining in charge 
after credit has been given. 

Form No. 86c is not appropriate where age 
relief or small income relief is due or where relief 
in respect of losses is set against doubly taxed 
income, neither is it suitable for dividends in 
respect of which no relief is due for indirect 
overseas tax (e.g. non-participating preference 
dividends). ' 

In cases where a refund of overseas tax is due 
from the overseas country and/or the overseas 
rate quoted excludes direct tax, for example in 
cases of Australian dividends from which with- 
holding tax has been deducted, Form 85р should 
be used instead, but space does not permit of its 
illustration here. - 


`. 


Sickness and Accident Policies 


Insuring for Income during Incapacity 
CONTRIBUTED 


AKING financial provision for the 

future of one's family in the event of 

the unexpected bappening often takes 
the form of a fairly substantial endowment or 
whole-life assurance policy, to which may be 
added income benefits while the children are at 
school. What should be faced, however, is that 
one may not die, but because of accident or sick- 
ness, may either be away from work for a long 
stretch or be compelled to retire at an early age. 
The professional practice may not be able to 
support one in such circumstances; nor would 
there be any joy from the life policy, for the 
annual premiums will still have to be paid. 


Supplementary to Life Policy 
On this basis, therefore, it is sensible to have a 
sickness and accident policy which will be 
supplementary to a life policy, and which will 
provide a reasonable income whilst the incapacity 
lasts -even though it could be for the rest of 
one's expected working life. 

The normal accident and sickness policy on 
the market does not cater for the long-term or 
permanent disability. Usually the weekly benefits 
payable are limited tó about two years (though 
there may be a lump sum for total disablement). 
Of equal importance is the fact that the policy 
is an annual contract. Dependent on experience 
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throughout the policy period insurers may 
either refuse to renew, or impose conditions — 
either in the form of a higher premium or (more 
likely) the exclusion of claims arising from 
certain causes. Good as this form of policy may 
be for the short-term view (especially for a man 
whose income may cease immediately he is off 
work), it has its disadvantages so far as long- 
term planning is concerned. 

This is where permanent sickness and accident 
insurance comes into its own. Once the insurance 
is in force, only the person insured has the 
option to let it lapse. One can hold the insurance 
company to continuing the cover irrespective of 
claims experience. If a serious illness or accident 


keeps one away from work, the insurance com-. 


pany wil pay the agreed weekly compensation 
until the age of 65, or earlier planned retirement 
date. 


Benefit and Premiums 


Since this is long-term insurance, it is not the 
. intention to cover every comparatively minor 
accident or illness. For that reason it is not 
usual for claims to be paid until after four weeks 
of incapacity, and this is reasonable enough. 
'The premium will be even cheaper if the period 
of deferment before payment begins can be raised 
to thirteen or twenty-six weeks. Where a sick 
pay schefhe exists, the actual period should, 
however,'tie in with the period adopted by the 
firm, for continuing payment during prolonged 
illness. 

The other point which will have to be deter- 
mined is for how much the benefit should be. 
Generally speaking, insurers are reluctant to 
issue policies which will give a benefit (together 
with that provided by any existing insurances) 
in excess of three-quarters of one’s normal 
earnings. And the maximum amount of benefit 
may be limited to £50 a week. 

In the case of a thirteen-week deferment, the 
premium for benefit of £20 a week for a man 
aged 35 is likely to be less than £25 per annum. 

Clearly, however, the insured amount should 
be raised to keep in step with increases in 
income. In this case, however, the additional 
insured sums will not be accepted automatically — 
for in practice they constitute a fresh contract. 
Provided, however, that there are no medical 
complications, no difficulties should arise. 


Tax Aspect 


Since there is no insurance against death, the 
premiums do not qualify for any income tax 
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relief. In the present circumstances, however, 
it is the practice of the Inland Revenue not to 
assess any benefit under this form of insurance 
for income tax purposes until it has been received 
continuously for a full fiscal year. Depending, 
therefore, on the time of year when the in- 
capacity started and the deferment period, an 
illness or accident may have to continue for 
considerably more than a year before the benefits 
become taxable. 

Besides the obvious advantages to principals — 
especially in small practices — in many cases a 
firm may wish to take out this form of insurance 
for the benefit of employees, feeling not only 
that there is, to some extent, a moral obligation 
to provide some compensation for an employee, 
but also because this will be a really useful 
‘fringe benefit’ to retain the services of valuable 
members of the staff. 

Here again, the benefits (plus National Insur- 
ance payments) should not exceed three-quarters 
of the person's earnings. It is common for a firm 
to run the risk itself for the first six months. 
Often, therefore, in an office where the average 
age is 35, the total cost may be no more than 1 per 
cent of the salary roll. The premiums can be 
treated as a normal business expense for tax 
purposes. 

Some insurers will extend all their policies so 
that, on payment of a small additional premium, 
the full premium is waived whilst benefit is being 
paid. Others waive the premium automatically 
as a matter of course. 


Advice to Clients 


Although charity begins at home, and the rates 
and conditions mentioned apply specifically to 
certain professions including accountants, if and 
when clients ask for advice on making provision 
for the future there is no doubt that thought 
should be given to this form of insurance. If 
the rates seem on the high side, it should be 
remembered that it is a permanent contract 
which can continue until the age of 65, or earlier 
death, in the event of a long illness or incapacity 
following an accident. 

As a grim reminder of what does happen, 
statistics show that, in any year, one out of every 
fifty men (whose ages range from the late 20s 
to 65) will be forced to stop work for three months 
or more. This form of insurance does, therefore, 
offer any professional person one way of main- 
taining а family, irrespective of how long he 
may be off work on doctor's orders. 


< 
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Weekly Notes 


THE INSTITUTE'S NEW PRESIDENT 


R PERCY FREDERICK CARPENTER, 

F.C.A., Vice-President of The Institute of 
Chartered Accountants in England and Wales in 
1961-62 was elected President of the Institute for the 
ensuing year at last Wednesday’s meeting of the 
Council. 

Mr Carpenter, who was educated at St Marylebone 
Grammar School, is senior partner in the firm of 
W. B. Keen & Co, of London, where he was articled 
to the late J. B. Reeves. He took First Place in the 
Intermediate Examination in 1920, qualified in 1923, 
and became a partner in the firm in 1929. Aged 60, 
he is the second son of the late F. J. Carpenter who 
was also a partner in the firm until his death in 1930. 
Mr Carpenter was elected-a Fellow of the Institute 
in March 1934. 

Since his election to the Council of the Institute in 
February 1947, Mr Carpenter has served on most of 
its committees and has been Chairman of the Exami- 
nation Committee (1957-61), Library Committee 
(1954-57), and the Summer Course Committee 
(1957-61). He received special commendation for 
his work as a member of the Planning Committee in 
1951. Articled clerks and their training are of par- 
ticular interest to Mr Carpenter; he served on the 
Articled Clerks Committee from February 1954 to 
June 1961, and was a member of the Education and 
Training Committee, and the Committee on Rela- 
tions with the Universities (as P. D. Leake Committee 
representative). 

He was a member of the Taxation and Research 
Committee from 1951 to 1956, and gave evidence 
before the Mocatta Committee on the Endorsement 
of Cheques. He was the first Chairman of the London 
and District Society of Chartered Accountants in 
1943-44. 

Mr Carpenter’s public service includes that as an 
advisory accountant to the Railway Assessment 
Authority; as a member of the Palmer Committee on 
Prices of Building Materials in 1947; and as a member 

of the Joint Committee for the Award of National 
Certificates in Business Studies. He is a Fellow of the 
Institute of Arbitrators and of the Royal Statistical 
Society, and an Honorary Fellow of the Zoological 
Society of London. 

A member of the City of London Special Con- 
stabulary from March 1939 to 1949, Mr Carpenter 
is a freeman of the City and Under-Warden of the 
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Guild of Freemen. He is also a member of the Court 
of Assistants of the Worshipful Company of Loriners, 
aliveryman of the Worshipful Company of the Makers 
of Playing Cards and a Governor of the City of 
London College. 

A reproduction of a recent portrait of the new 
President in included as a supplement with this issue. 


THE NEW VICE-PRESIDENT 


НЕ new Vice-President of the Institute is Mr 
Robert Pearson Winter, C.B.E., M.C., T.D., Ба 
F.C.A., a partner in the firm of Winter, Robinson, 
Sisson & Benson, Char- 
tered Accountants, of 
Newcastle upon Tyne. 
Born at Tynemouth in 
1897, he was educated 
at Mill Hill School and 
was articled to his father 
the late R. P. Winter in 
1914. He was admitted 
to membership of the 
Institute in 1921, be- 
coming a partner in his 
firm the same year; he 
was elected to fellow- 
ship in 1928. 
Mr Winter waselected 
to the Council of the 





Mr R. P. Winter 
Institute in April 1952 and has served on the Appli- 


cations Committee (chairman July 1959 to date), 
District Societies, Library, Disciplinary and General 
Purposes Committees. He was President of the 
Northern Society of Chartered Accountants in 
1940-42 and again in 1951. 

Mr Winter has had distinguished service with the 
Territorial Army. He was commissioned in the Royal 
Engineers (T.A.) in 1915, serving throughout the 
First World War and was awarded the Military Cross 
in 1918. Since 1934 he has been a member of the 
Territorial and Auxiliary Forces Association of 
Northumberland and holds the Territorial Decora- 
tion. From 1934 to 1938 he commanded a regiment 
of Royal Engineers (T.A.), and served on the staff 
from 1939-42. He was Honorary Colonel of the 
Tyne Electrical Engineers (T.A.) from 1952-60 and 
was appointed a Deputy Lieutenant for Northumber- 
land in October 1953. 

Appointed a C.B.E. in the Birthday Honours in 
1958 for services with the Northumberland Territorial 
and Auxiliary Forces Association and other work in 
the county, Mr Winter is also connected with a 
number of charities in the City and County of 
Newcastle upon Tyne, being chairman of the Finance 
Committee of the North of England Council of the 
British Empire Cancer Campaign, and until 196r, 
vice-chairman of the Northumberland County 
Association of Boys’ Clubs. 
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BIRTHDAY HONOURS 


have pleasure in tendering our congratula- 
tions to members of the profession whose 
names appear in the Birthday Honours List. 


'The profession is well represented in the list. 
Among the Knights Bachelor are two chartered 
accountants: Mr W. H. Lawson, C.B.E., B.A., F.C.A., 
senior partner in the firm of Binder, Hamlyn & Co, 
Chartered Accountants, who is a member of the 
Council and a Past President of The Institute of 
Chartered Accountants in England and Wales; and 
Mr William Watson, C.A., Treasurer, The Bank of 
Scotland. 


Four members of the profession receive the С.В.Е.: 
they are Mr W. Hayhurst, F.S.A.A., F.I.M.T.A., City 
Treasurer of Westminster; Alderman О. 5. Holmes, 
F.C.A., senior partner in the firm of Holmes & Bailey, 
Chartered Accountants, of Sheffield, for public 
services in Sheffield; Mr Ernest Long, Е.5.А.А., 
F.1.M.T.A., F.C.L5., Member of the Central Electricity 
Generating Board, a former Secretary of The Institute 
of Municipal Treasurers and Accountants, and a 
Past President and a member of the Council of The 
Chartered Institute of Secretaries; and Mr A. 
Stewart, C.A., F.C.W.A., F.C.LS., director and general 
manager, Huddersfield Building Society. 


The O.B.E. is awarded to Mr G. L. Bellhouse, 
F.C.A., senior partner, Barber, Bellhouse & Co, 
Chartered Accountants, of Nakuru, Kenya, for 
public services in Kenya; Mr H. 6. Pinner, J.P., F.C.A., 
senior partner in the firm of Pinner, Darlington & Co, 
Chartered Accountants, of Birmingham, for political 
and public services in Smethwick; and to Mr L. F. 
Smale, F.1.M.T.A., City Treasurer, Lusaka, Northern 
Rhodesia. 


The M.B.E. is awarded to three members of the 
profession for their work for the National Savings 
Movement. They are: Mr P. Fleming, F.S.A.A., 
F.LM.T.A., Treasurer, Long Eaton Urban District 
Council; Мг W. A. C. Roope, F.I.M.T.A., Borough 
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Treasurer, Port Talbot; and Mr T. Shaw, F.C.A., 
F.LM.T.A., Borough Treasurer, Southall Borough 
Council. - 


MUNICIPAL TREASURERS' NEW 
PRESIDENT 


МЕ NORMAN DOODSON, Е.5.А.А., F.I.M.T.A., 
County Treasurer of Lancashire, last week was 
installed as President of The Institute of Municipal 
Treasurers and Ac- 
countants at the annual 
conference of the Insti- 
tute held in Edinburgh. 


Mr Doodson, who 
was born in 1909, was 
admitted to member- 
ship of The Institute of „ 
Municipal ‘Treasurers 
and Accountants in 
1933 and became a 
member of the former 
Society of Incorporated 
Accountants in 1936. 
He started his career in 
local government а: 
Farnworth, Lancashire, 
and later served with 
local authorities in Glamorgan, Kent, and Surrey. He 
was appointed Deputy County ‘Treasurer of 
Lancashire in 1947 and became County Treasurer in 
1951. 

Mr Doodson was elected to the Council of The 
Institute of Municipal Treasurers and Accountants 
in 1955 and was chairman of the research group set 
up by the Institute on local authority borrowing; the 
findings of the group were later published in book 
form. Mr Doodson is a Past President of the Society 
of County Treasurers. 


The new Vice-President of the Institute is Mr G. C. 
Jones, F.1.M.T.A., Borough Treasurer of Reading. 


Mr Norman Doodson 
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JENKINS REPORT LOOMS NEARER 


HE Jenkins Report on Company Law has been 
finished and is now in the hands of Mr Erroll, 


~ President of the Board of Trade. It is doubtless a 


lengthy document and is expected to be published 
later in the summer, probably next month. There is a 
feeling that the report will not be favourable to non- 
voting ordinary shares although presumably existing 
shares of that category will be given a modified 
blessing. It is evident that the provisions as to the 
qualification for exempt private company status, and 
possibly even the status itself, are in the melting pot. 
The present rules have been found to work harshly 
in some cases. On the other hand, opinion is growing 
that anyone who seeks the great boon of limited 
liability ought to be happy to file annual accounts as 
some return. Take-over bids were very much in the 
news when the Committee was taking evidence and it 
< will be surprising if the report does not contain recom- 
mendations for a change in the relevant law. We can 
perhaps look also to some change in the law concerning 
unit trusts. i 


EASIER DEPOSITS FOR BANKS AND 
PUBLIC 


N little over a week there has been a relaxation in 

the special bank deposits required by the Bank of 
England and a cut in hire-purchase deposits. Special 
deposits have been required since July 1961. In 
the case of the London clearing banks the special 
deposit ratio was 3 per cent of gross deposits; it was 
reduced on June rst to 2 per cent. The ratio for 
Scottish banks was 14 per cent of gross deposits; 
now it is 1 per cent. 

The total of special deposits so released will be 
about £77 million, half to be returned on June 12th 
and the remainder on June 18th. The effect of this 
increase in the banks’ liquidity is likely to be signifi- 
cant on their lending policy. In theory about three 
times as much credit could be created as the total of 
special deposits released, but the Bank of England has 
indicated that it will permit only a slight relaxation in 
lending policy. | 

At the same time it was announced that а further 

.repayment of £25 million was to be made to the 
International Monetary Fund in a mixed selection of 
foreign currency including United States dollars. This 
is the fifth repayment since the lcan was negotiated 
in August 1961 and brings the tota? outstanding down 
to {229 million, just under half the original loan. 

The stimulus which the return of the special 

# deposits was calculated to give, assisted by the further 
repayment to the I.M.F., was reinforced on Monday 
when rninimum hire-purchase deposits on all goods 
except cars was reduced from 20 to ro per cent. It is 
apparent that the trend in the fall of hire-purchase 
debt and the comparative sluggishness of consumer 
spending (doubtless assisted by a long winter and a 
non-existent spring) has decided the Government that 
the rate of expansion in the economy since the Budget 
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is turning out to be more sluggish than was expected. 
The announcement of the fall in deposits on a wide 
range of consumer durable goods coincided, however, 
with a further slide in prices on Wall Street, The 
relaxations are therefore taking place at a time of 
acute unsettled economic weather and by no means 
assure the economy of a'sudden upsurge of activity. 


CLEARING UP THE BACK DUTY MUDDLE 


AST week, the Attorney-General introduced a 
new clause in the House of Commons for inser- 
tion in the Finance Bill. It is intended to cure the 
drafting deficiencies of Part III of the Finance Act, 
1960, which introduced a new back duty code. He 
referred to the case of ex parte Fysh which established 
that interest could not be claimed on tax in assessments 
made before the 1960 Finance Act was made law. He 
also went on to admit that it was arguable whether 
that Act was effective to impose penalties for acts 
committed before 1960. He said that the Revenue 
might win if they appealed against their defeat in the 
Fysh case but it was preferable to alter the law. 

The Minister revealed a remarkable state of affairs. 
He said that since the 1960 Act was passed, many 
thousands of back duty settlements had been agreed, 
involving over £30 million. Presumably none of these 
taxpayers, or their advisers, took the point that the 
drafting of the 1960 Act was ineffective. All too often 
the Revenue’s ex cathedra statements as to the mean- 
ing of the Income Tax Acts, are accepted with a 
docility which can sometimes involve a taxpayer in 
payments which he need never have made. ° 


ACCOUNTANTS IN DEMAND 


HE quarterly review of the M.S.L. Index 

indicates an increased demand for executive 
staff in the first quarter of 1962. After a period of 
comparative stability for nine months the Index 
moved significantly forward, and the improvement is 
reflected in each of the six individual categories 
recorded. It will be recalled that the Index is a record 
of the demand for executives in Great Britain 
measured by the advertisements published in certain 
newspapers and journals. 

Comparing the first quarter of this year with the 
last quarter of 1961, the biggest increases in demand 
were for general management at 48 per cent, produc- 
tion 43 per cent and accounting 4o per cent. If a 
comparison is made with the first quarter of 1967, 


'accounting shows the biggest rate of increase. 


It is perhaps a comment on the natural but some- 
what illogical reaction of compariies to harder times, 
that the smallest increase in advertisement was in 
sales. They were up only 13 per cent on the quarter 
and not at all on the year. Logically, one would ex- 
pect the demand for top-level sales executives to 
increase when times are difficult and profits are falling 
but it is more likely that the typical concern makes 
substantial investments in sales management when 
times àre getting better. | 
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CONFIDENCE IN ATLANTIC SHIPPING 

IR JOHN ВВОСКГЕВАМК, chairman of the 

Cunard Steam-ship Co Ltd, has told shareholders 
with his company's latest accounts that tenders have 
gone out to build four new cargo ships for the North 
Atlantic route at a cost of £4 million. In addition 
there is to be much more flexible handling of the 
passenger fleet. The three medium-sized North 
Atlantic ships are to be refitted to make them suitable 
for service in warmer climates and the Queen 
Elizabeth is to do some cruising early in 1963. These 
changes, and there are one or two others contem- 
plated for the fleet, are the company's reaction to the 
intense and increasingly seasonal competition on the 
North Atlantic sea route. 
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A major internal management change is for the 
board to divest itself of day-to-day operations of the 
fleet and to hand these over to a management com- 
pany. There is also to be a further reduction in the 
size of the board which will now number thirteen ` 
directors compared with twenty-two a few years ago. 

Cunard is thus determined to stay firmly entrenched 
in the North Atlantic shipping trade. It 1s of interest, 
however, that the impact of technical change, taking 
the form particularly of competition from jet aircraft, 
is recommending a streamlining of the organization 
and the reorientation of senior management to 
conform more to textbook ideas on the functions of a 
board and top management rather than certain 
traditions of the shipping industry. 





This is Му Life... 


by An Industrious Accountant 
CHAPTER 127 


T’S remarkable how one’s chickens come home 

to roost. Nearly a year ago a lady consulted me 
about a career for her shy seventeen-year-old son 
and needless to say I sold accountancy in a big way. 
Accountants, I explained with due modesty, were the 
élite of the industrial world. They were the brains 
behind the balance sheets, the spirit behind the sales 
drive, the enterprise that sparked off the expansion. 
They were also the ensurers of industrial ethics; they 
guarded jealously the honesty and integrity of their 
clients and insisted on scrupulous observance of the 
highest moral principles. 

It was rather an impressive effort, I felt: the ablest 
public relations officer need not have blushed for it. 
Shy son gazed with wondering eyes, a new hero 
mounting the pedestal formerly occupied by Coeur- 
de-Lion, Wyatt Earp, Bradman or Hillary. His future 
destiny was chosen there and then. 

Mother was converted also. She, too, relegated the 
Civil Service, the law and journalism to immediate 
obscurity. She has an old-fashioned puritanism 
amouriting almost to intolerance about low standards 
of conduct; she saw her shy son as a Crusader of the 
modern world. He wasarticled to one of the partners in 
our auditor's firm by the month's end. 

So I was somewhát shaken last week when she 
arrived unheralded in my office, blazing with wrath. 
Her tight-lipped, hard-eyed glare was disconcerting. 
Her son, she explained hotly, had just been sent on 
his first ‘away’ audit to a little village too remote for 
him to return home at week-ends, where the amenities 
were. scarcely even primitive. His senior deserted 
him basely in the: evenings, staying. with relations 
nearby. Her sheltered boy was not only lonely. and 
miserable, but also exposed to temptations hitherto 


unknown . . . the public-house, if not worse. For а 
moment the Demon Rum and the Scarlet Woman 
hovered behind her shoulders. 

My first defences were breached early. Neither 
TV nor the local cinema, she retorted, could ade- 
quately entertain her intellectual son, nor was he the 
frivolous type to patronize the jazz-ridden barbarism 
of a strident rural dance hall. True, he could study 
for his coming exams, and doubtless the poor dear boy 
was exhausting himself in this strenuous pursuit, but 
surely not every night. He needed some suitable social 
outlet. 

Remembering my own early efforts to read 
mercantile law while away, in dim-lit bedrooms or 
noisy lounges, I could agree with this viewpoint. 
However, 1- та ед to remind her that shy son was 
now nearly eighteen; he was mature enough to extend 
his experience; this audit would widen his horizon. 
It all went to make up life; he must see more of the 
world than the city ог the domestic suburb. To these 
unctuous platitudes I added a jovial reference to 
apron-strings and the birds leaving the nest, and to 
limits of a principal’s responsibility. 

It was a blunder. She drew herself up stiffly and 
reminded me that the principal should stand in loco 
parentis to the unsophisticated youngsters articled to . 
him. It was his moral duty to protect their welfare. 
Thrusting them unfledged into the midst of drunken 
tavern brawls was scarcely a loving father’s part. A 
tear glistened in her eye; I felt abashed. I thought 
of days when I, too, wandered dispiritedly the damp and 
dismal streets of strange towns ignored by our clients, 
disregarded by my principal. Меуђе something more 
is owed to our young auditors far from home; maybe 
insidious vice lurks in wait all unsuspected; maybe 
decades of thoughtless senior partners have failed 
in their bounden duty. Perhaps the drift from the 
profession to industry is due to the lonely years and 
lost illusions of apprenticeship. Perhaps the green 
audit pencil rests above an aching heart. . 

It seemed hardly fair to tell her that not-so-shy son 
had just phoned me to say he was having a smashing 
time. and please could he borrow.a fiver. , m 
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Finance and 
Commerce 


Changed Basis 
HE accounts of The Limmer & Trinidad Lake 
Asphalt Co Ltd which are the subject of this 
week's reprint are marked by a change in the basis 
for computing the provision for maintenance of 


. work. The group is best known for road and airfield 


surfacing and civil engineering work, and the change 
ih the computation for maintenance has had the 
effect of increasing the trading surplus by £122,378. 

The total amount provided is carried in the balance 
sheet under current liabilities (£610,066) and Sir 
John Hathorn Hall, the chairman, expresses the 
board's satisfaction that the amount is adequate to 
meet the liabilities for maintenance. Negotiations 
are in progress with the Inland Revenue regarding 
taxation consequences arising from the changed 
basis. Sir John draws attention to the fact that after 
discounting in full the increased profit resulting 
from the change in accounting procedure, 1961 
profits improved on the group's 1960 record by 
6 per cent, 

Sir John refers to ‘highly competitive conditions’ 
in which there is no place for facile success. He 


provides a chart showing that profits have not kept . 


in step with increasing turnover; in effect, it has been 
necessary to take on an increased amount of work at 
a ‘significantly lower level of profitability’. ‘Indeed,’ 
he says, ‘it might almost be said that our record 
results for 1961 were achieved despite, and not 
because of, our participation in the construction of 
Britain’s much-needed new motorways.’ 


Cover against Default 


With these accounts, Sir John continues a subject . 


he raised last year in connection with the financial 
failure of a main contractor. In road construction 
work, Limmer & Trinidad, more likely than not, is 
likely to find itself in the position of subcontractor 
to a main contractor instead of directly for the 
employing authorities. In the 1960 experience, 
Sir John then said, ‘the group has almost certainly 
incurred a bad debt in excess of £50,000 which it 
has been necessary to write off in the accounts 
under review’. This, despite the fact that the main 
contractor had already been paid by the employing 
authorities. 

This year Sir John says: “The obvious safeguard, 
which we had assumed would be open to us, of 
securing from the customary credit insurance sources 
cover against default on the part of main contractors 
has, on investigation, proved to be ineffectual. In 
the case of a number of contracting firms, accepted 
by ministries and public departments as suitable to 


undertake large public contracts, full insurance cover .. 
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against default cannot, we find, be secured at any 
cost, Such cover is in practice only available in 
respect. of firms of obviously unassailable financial 
strength.’ 

It is indeed a frustrating position for those who, as 
subcontractors on road construction, have carried 
out their part of the work satisfactorily and there 
would seem to be good reason for an overhaul of 
the whole contracting system. 


Completion Bond 

Employing authorities, says Sir John, no doubt do 
their best to ensure that only firms with the necessary 
resources are awarded large contracts, but they are 
naturally reluctant to expose themselves to criticism 
by excluding reputable firms from their tender list, 
or by rejecting the lowest tender, because of doubts 
of financial capacity which often cannot readily be 
substantiated. 

But there is, he continues, a less distasteful and 
more effective alternative course open to them and 
one that would involve them in no invidious choice. 
In the U.S.A. and Canada, to take only two examples, 
a main contractor tendering for any important work 
is frequently required to put up a completion bond 
of up to 100 per cent. 

Under this procedure, the financial capacity of a 
contractor is, in effect, professionally appraised by 
the insurance company invited to underwrite the 
bond, and by this means, the financially sound are 
separated from the unsound. 

Sir John adds that a further measure of protection 
to subcontractors, by safeguarding therh against 
unconscionable delay in payment for work com- 
pleted, could be afforded by extending to all appróved 
subcontractors safeguards similar to those which 
are at present provided in the standard Institution 
of Civil Engineers’ conditions of contract for 
‘nominated’ subcontractors. Proposals to that end . 
have already been submitted to the appropriate 
authorities. 


Aftermath 


TE aftermath of the ‘Jasper affair’ is long drawn 
out and the impatience of shareholders in what 
are now known as the 'Jasper' companies can be 
appreciated. At recent meetings of three of them, 
Sir Dingwall Bateson, the chairman, was able to say 
that negotiations with the State Building Society 
were nearly complete. Once the position of the com- 
panies with the Building Society is established, the 
way is then open for the directors to get down to 
work on an inter-company agreement. 

Meanwhile, as an instance, there is The Vic- 
tory Real Estate Co with its suspense account for 
£444,764 in a September 1960 balance sheet totalling. 
£1,153,985. And this includes £198,900 for 130,000 
5s shares in Capital & Provincial News Theatres 
‘purchased through Harewood & Co where evidence 
of ownership is not available’. While Capital & 
Provincial, on the other hand, :has- £12,011 included, 
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in its suspense account for a holding in Victory. 
But that only touches the fringe of the problem to be 
unravelled. 

Capital & Provincial has £159,445 in suspense 
for ‘moneys applied for the purchase of shares in 
seventeen companies where evidence of ownership 
is not available subject to deduction of £94,850 for 
amounts owing to those companies'. 

It is indeed a fantastic story of the results of 
financial manipulation in which, however, the 'fruit 
machines’ of Temperance Billiard Halls (another 
Jasper company) provide a touch of humour. The 
machines have provided an operational surplus 
which has been retained in the balance sheet. Owing 
to ambiguities in the 1960 Betting and Gaming Act, 
the board does not yet know how the surplus can be 
applied. 


Stock Valuation 
НЕ question of overheads on work in progress 
from the Inland Revenue stock valuation angle 
is obviously a very important matter to Radiation 


June 9th, 1962 


Ltd, the group that produces heating and cooking 
appliances. The chairman, Mr Е. Р; 5. Stammers, in 
his statement with the 1961 accounts, notes, in 
relation to the reserves, that no use has been made of 
the stocks obsolescence reserve which was created and 
has since been maintained at a figure sufficient to 
eliminate the overhead loading on stocks and work 
in progress of goods manufactured by the group. He 
recalls the mention in earlier statements that the 
loading of overheads on work in progress was 
brought about by the Inland Revenue’s attitude in 
the matter. 

‘We wish’, says Mr Stammers, ‘to revert to the 
basis of valuing stock and work in progress which 
has been consistently adopted over thirty-four years. 
As this problem is not yet resolved with the Inland 
Revenue, the reserve to which I have referred is being 
maintained for the time being, and I confirm that 
it is more than. adequate to cover overheads in 
stock and work in progress at the end of December 
1961.’ The stocks obsolescence reserve amouats to 
£400,000. 





CITY NOTES 
INCE the Chancellor of the Exchequer stated 


a month or so ago that the economy’ would be . 


allowed to take its course for the rest of this year 
there have.been two major economic pump priming 
moves. Some £78 million of special deposits have 
been'released to the banks and hire-purchase re- 
strictions have been eased. 

The first of those moves is probably a more realistic 
measure than the second ~ at least, so it is considered 
in the City. There has been plenty of time for the 
buying public to get acclimatized to hire-purchase 
restrictions and the fact that there has been no real 
spring buying movement this year would seem to 
result more from the aftermath of a year of two of 
out-and-out spending than from any considerations 
of restricted hire-purchase. 

But whatever the background to the easier credit 
moves, they have had singularly little effect on a stock- 
market — still being regarded with suspicion by big and 
small investors alike. Thought is clearly being given 
to the background of last week's sharp changes, 
rather than to the changes themselves. 

The pressure on industrial profit margins is as 
keen as it ever was, and it will take more than special 
deposit releases and lower down-payments to ease 
that position before the end of this year. 


RATES AND PRICES 
Closing prices, Wednesday, June 6th, 1962 


Tax Reserve Certificates: interest rate (28.4.62) 22% 


Conversion 34% 1969 87$ 

Conversion 3$ % 55% 
Exchequer 54% 1966 ot 
Funding 54% 82-84 93% 
Funding 4% бо-до . 88 
Funding 34% 99-04 611 
Funding 3% 66-68 


865 


Bank Rate 
Oct. 27, 1960 s4% Nov. 2, 1961 695 
Dec. 8, 1960 5% Mar. 8, 1962 54% 
July 26, 1961 7% Mar. 22, 1962 4 59% 
Oct. 5, 1961 64% April 26, 1962 4395 
Treasury Bills 
Mar. 30 £4 8s 1164755; May 4 £4 Is 972d 9; 
April 6 L4 75 4° 62d% Мау пл £3 19; 8-71d% 
April 13 £4 6s 8'540 9 May 18 £3 17s rod% 
April 19 £4 58 4° 314% Мау 25 £3 16s 381d% 
April27 £4 is o54d% Juneri £3 155 798d% 
Money Rates 

Day to day 21-3195, Bank Bills 
7 days „ 243% moth — 31-47 
Fine Trade Bills 3 months 312—4 5 

3 months 51-675 4 months 314% 

4 months 56%» — 6monts 34-48% 

6 months 51-639; 

Foreign Exchanges 
New York 2808 —1$ Frankfurt 1121-4 
Montreal 3'05% —06 Milan 174143 
Amsterdam 10°08} —} Oslo 20:031-$ 
Brussels 139:581-d Paris 137741— 75] 
Copenhagen 19°354-4 Zürich 12:10£— 11 
Gilt-edged 
Consols 4% 63$ Funding 3% 59-69 844 
- Consols 2$ % 39% Savings 3% 60~70 81i 

Conv'sion 527, 1974 91% Savings 3% 65-75 7178 
Conversion 5 % 1971 oai Savings 24% 64-67 88 


Treasury 54% 2008-12 до 4; 
Treasury 5% 86-89 834% 
Treasury 3$ 75, 77-80 70# 


Treasury 34% 79-81 70% 
Treasury 23% 39% 
Victory 4% 96% 
` War Loan 34% | 54 


"c 


— 
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Decimal Currency 
Evidence submitted by The Institute of Cost and Works Accountants 
to the Committee of Inquiry on Decimal Currency 


HIS Institute welcomes the establishment of the Committee of Inquiry on Decimal Currency 

as a sign of further progress towards the eventual introduction of such a currency. In submitting 

this memorandum on the problems which may arise in the process, it considers that, despite 

the cost, inconveniences and initial difficulties which will inevitably have to be faced in the short 

* term, the changeover will be to the long-term advantage of industry and the nation, as a result of 
its effect upon administrative costs and the improvement in industrial efficiency. 


On the basis of the wide experience of its members in industrial and commercial undertakings 
and public services, the Institute has prepared the following summary of evidence in favour of a 


speedy changeover to a decimal currency. 


I. Its introduction, by rationalizing the design of 
accounting machinery and the attendant mental and 
machine calculations, would in our opinion lead to 
benefits which will constantly accrue in the future. 
The costs of changeover will occur once and for all at 
the time of change and should not therefore be con- 
sidered a deterrent. It is even more necessary to take 
advantage of these constantly accruing cost advantages 
at this time of increased international competition 
and the probable entry of this country into the Euro- 
pean Common Market. No opportunity for cost reduc- 
tion must be neglected, especially one such as this, 
the benefits of which will, in our opinion, percolate to 
every level of our national life. ; 


2. Despite the obvious sentimental attraction of 
retaining the pound as the major unit of account, 
we do not feel it to be suitable. It is too large a unit 
by international standards and cannot easily be 
decimalized. For these practical reasons we feel a 
choice should be made between the ten shilling/cent 
System and the eight shiling and fourpence/penny 
system. 


3. In order to minimize the cost and inconvenience 
of the changeover it is desirable that the new system 
should be easy to understand and that the public 
should be able readily to associate the values of the 
old and new currencies. The fewer new coins issued 
the less the minting cost and the cost of modifying 
vending machines. 


4. Against this background the ten shilling/cent 
system and the eight shilling and fourpence/penny 
system are reviewed (hereafter referred to for con- 
«venience as the ros system and the 8s 4d system). 
The initial changeover from the £ sterling to the 
new major unit would seem to be easier under a ros 
system; a factor of 2 is more readily understood than 
a factor of 2:4. ` 


5. Although under the 8s 4d system the penny 
would be identical in value to the present penny (and 
therefore prices: would: be readily comparable), it is 
considered that the ros system would result in almost 


as readily comparable values, and the equivalence of 
amounts greater than the major unit would be more 
easily understood. 


6. An advantage claimed for the 8s 4d system is 
that a price structure based on units of one penny 
would need no adjustment. Such adjustments as would 
be necessary under the ros system could have an 
inflationary effect on the millions of daily transactions 
which individually involve the exchange of a few 
pence, e.g. newspapers, bread, milk, telephone calls, 
postal charges, bus and rail fares. It is suggested 
that although this possible inflationary effect is a 
factor which the Committee should carefully consider, 
undue emphasis should not be placed upon it. *Ín 
some circumstances a price rise might conceivably 
be of a smaller amount than under the present ‘penny’ 
price structure (e.g. a contemplated price rise of 
4d to 434 might now be from 4d to the new 34 cents, 
equivalent to 4-24). 


7. The minting problems involved have been 
clearly commented on in the annual report of the 
Royal Mint for 1958: 


*Systems of the halfpenny cent type, for example, 
the 8s 4d : та system, would involve no immediately 
urgent demand for new coin, since all sums in the new 
notation could be made up exactly with existing coins, 
but coins of 5, 1o, 20 (or 25) and 50 cents would eventu- 
ally replace the 6, 12, 24 and 30d coins. The task before 
the mint, therefore, would be the gradual replacement, 
probably denomination by denomination, of the entire 
cupro-nickel coinage, comprising some 3,000 million 
pieces, Existing pennies and halfpennies could remain 
in circulation as«r and $ cents at least until all the higher 
denominations had been replaced and reasonably until 
they were withdrawn as worn coin. 


*On the other hand, it is characteristic of all systems 
based on the £ sterling that pennies and halfpennies 
do not represent simple decimal fractions of £1, the 
penny being £0°00416 and the halfpenny £0:002083. 
Ít would therefore be necessary either to revalue these 
coins by appreciating them by 20 per cent (14= 20'005) 
or to replace them. The first course would place no undue 
burden on the mint, but prior knowledge of appreciation 
might lead to hoarding and there would be other tire- 
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some initial consequences. The second course would 

involve the replacement of some 2,400 million coins.’t 
(A ten shilling/cent system would have similar charac- 
teristics to that of a £ sterling system.) 


8. Although initially the 8s 4d system obviates the 
necessity of new coinage, other than for the major 
unit, ultimately all coins would need to be replaced. 
The 10s system would only necessitate the replace- 
ment of the penny and halfpenny, and this could be 
avoided by appreciating the value of these coins by 
20 per cent. It might be advisable to minimize the 
minting of new coins at this stage of the negotiations 
for the entry of this country into the European Com- 
mon Market, since this may well eventually lead to 
the adoption of an European decimal currency. 


9. If under the ros system the penny were revalued 
and the other larger coins (3d, 6d, 1s and 2s 6d— 
equivalent to 23, 5, то and 25 cents) were retained, 
the cost of adjusting vending machines would be 
minimized. Under the 8s 4d system adjustment would 
be necessary only when old coins were replaced by 
new coins. 


то. Adjustments to accounting and computing 
machines would be necessary if either of the systems 
were introduced, and this factor is considered in a 
later section of this submission. 


тт. A detailed comparison of the two systems of 
decimal currency provides evidence both of advantages 
and disadvantages in the use of either system, and 
different authorities will give varying importance to 
each of these aspects. However, on -balance this 
Institute is of the opinion that the advantage lies 
with the ros system. 


12. The two natural dates for the introduction of 
decimal currency would seem to be the end of the 
financial year (April sth) or the end of the calendar 
year. As the latter is too near Christmas (a period of 
high note circulation) to be convenient, the financial 
year end would seem to be the best time. The summer 
months are inconvenient as note circulation tends to 
rise during the holiday season and most employees 
take their annual holiday during this period, which 
in itself often creates considerable problems in 
maintaining the volume of clerical work. 


13. More important than the actual date of intro- 
duction is the early publicizing of the date on which 
the new system would come into force. It is the 
experience of our members that costs are usually 
lowest when plans are prepared well in advance. In 
this way peak loads, which disproportionately increase 
costs, can often be reduced; re-equipment programmes 
can be undertaken; and new type stationery ordered in 
phase with the changeover. Immediately after the 
announcement of the changeover date most organiza- 
tions would be able to commence the conversion of 
some of their records, thus reducing the peak load 
otherwise arising at the changeover date. 


14. Many accounting and statistical records are 
already kept in decimal form so that the benefits of 


1A joint report of committees appointed by The British 
Association for the Advancement of Science and The 
Association of British Chambers of Commerce: Decimal 
Coinage and The Metric System: Should Britain Change? — 
page 22. 
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easier calculation will not accrue in these cases. These 
records, together with all other information of an 
historical nature, will need to be converted to the new 
unit. There may be some saving in cost if the necessity 
for retaining this data can be considered at the time of 
conversion and future records rationalized. Certain 
information in daily or weekly use would need im- 
mediate conversion at the time of changeover, or a 
temporary duplication of records, either of which 
would involve an undertaking in additional short- 
term cost. 


15. Ап official conversion table should be issued 
immediately the announcement is made. It appears 
that a certain amount of confusion was caused in 
South Africa by the issue of several different official 
tables; we therefore submit that only one official 
table should be issued. 


16. At first the new system might slow the tempo 
of work, but familiarity should soon lead to a resump- 
tion of normal tempo. In addition, mental calculations 
would be simplified and the possibility of error re- 
duced. In a large undertaking it might be possible 
eventually to reduce clerical staff. The majoritv of 
accounting machines would need conversion, but 
temporarily the shillings and pence columns could be 
blanked off. As the major unit is smaller than the 
pound, and two columns would be needed for the 
cents, the value capacity of machinery would be con- 
siderably lower, even after total conversion. Machine 
conversion could be phased so that it took place first 
on those machines with the lowest relative capacity. 
ТЕ is probable that a proportion of machines could be 
converted in advance. 


17. The joint report of The British Association for 
the Advancement of Science and The Association of 
British Chambers of Commerce notes [at page 16] 
that over two-thirds of its estimate of £128 million 
for machine conversion and replacement costs repre- 
sents replacement of machines tco old to convert and 
that many machine-users would subsequently be 
better equipped than at present. It is our opinion 
that most of this replacement expenditure is not a 
fair charge to the cost of changing to a decimal 
currency. 


18. Machine manufacturers may find the rationaliz- 
ation of machine design reduces their costs and thereby 
enhances their competitive position in world markets, 
although they will find that their domestic markets 
are more vulnerable to competition from overseas. 
The research and production effort devoted to the 
perfection of sterling multiplication systems would no 
longer be necessary. 


19. It has always been the firm belief of this Insti- 
tute that no opportunity for cost reduction should be 
missed. The once and for all changeover costs are 
small when compared with the continuing savings in& 
operating costs. 


20. In the opinion of this Institute a well-planned. 
and efficient introduction of a decimal currency would 


.further enhance the international prestige of this 


country, and by reducing costs and simplifying trans- 
actions improve our trading position in overseas 
markets, thereby enabling the United Kingdom to 
maintain a predominant position in world trade. 


L 
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Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. : 


From the Earl of Crazoford and Balcarres 


The Leonardo Appeal 


Зав, – I would be grateful if you would allow me to 
appeal through your journal to members of the 
aceountancy profession of this country to help us 
secure the Leonardo cartoon for the nation. 

I wish it were as easy to raise money as it 18 to think 
of reasons why Leonardo, as a man, is of interest to 
almost every branch of the community. His link with 
your readers is, of course, his passion for mathematics. 
And, indeed, one of his contemporaries wrote of him 
that “his mathematical experiments have so far dis- 
tracted him from painting that the sight of a brush 
puts him out of temper'. Perhaps, if he had stuck to 
mathematics, he might have been one of the pioneers 
of the profession of accountancy. For, as you know, 
he was a pioneer in almost everything and even de- 
signed flying machines. | 

Тће Leonardo cartoon, now on view at the National 
Gallery, is one of the world's masterpieces by one of 
the greatest artists that have ever lived. We have got 
to raise the remaining {500,000 by the end of July 
if we are to keep this incomparable treasure at home 
for ourselves and posterity. I am confident that we 
shall succeed if everyone will rally to our support and 
if your readers will send us a donation to the Leonardo 
Appeal Fund, the National Gallery, London У/С2. 

Yours faithfully, 
CRAWFORD AND BALCARRES. 

London WC2. 


Deposit Account Interest 


Sm, – Belatedly perusing your issue of April 28th I 
was very interested to read the letter from Messrs 
Sanders, Millichamp & Co under the above heading. 
I have had several ‘brushes’ with various branches of 
Lloyds Bank over this same point. 'The most recent 
case concerned the crediting of four years' deposit 
interest in one year and as the total amounted to £16 
odd it was ‘returned’ to the Revenue by the bank and 
this started an investigation which eventually cost my 
wclient about £250 in fees. i 

I took the matter up with the bank and was in- 
formed that the interest was held in suspense until the 
customer gave instructions as to the account to be 
credited. My client stated quite definitely that no 
request for instructions; either written or verbal, had 
ever been made and the bank could produce no 
evidence that instructions had ever been sought. I 
argued with the bank and the Revenue that as the 
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interest was calculated half-yearly it became a credit 
to the client at the same time as it was debited in the | 
accounts of the bank and that it was quite immaterial 
whether or not it was actually entered in a pass-book 
at the same time. The Revenue accepted the argument 
without demur but the bank manager did not feel that 
any apology was necessary. 

I will offer no opinion on the ethics of the.pro- 
cedure but certain it is that interest on interest is lost . 
as your correspondent points out and Mr Booley's 
reply on behalf of Lloyds Bank in your issue of May 
19th offers nothing logical by way of justification. 

Yours faithfully, 
TORA DATA. 


Sir, — Mr F. C. Booley, Public Relations Officer of 
Lloyds Bank Ltd, in his letter published in your issue 
of May 19th, omits information on two vital points: 

(x) How does his bank deal with interest in the ab- 
sence of any instructions from the depositor. 

(2) ТЕ the interest is allowed to accrue, is interest 
given each half-year on the accumulated amount 
of accrued interest. 

Can Mr Booley please give this information? 

· Yours faithfully, 


Cambridge. L. V. SLATER. 


[Mr F. C. Booley writes: 

(r) In those cases where the bank has not received 
instructions for the disposal of interest it is 
calculated upon the day-to-day balance of the 
deposit account and accrues until instructions 
are received. 

(2) Simple interest is allowed on the deposit account 
balance and accrues until it is credited to an 
account. 

Having explained the general policy of the Bank in 
dealing with deposit account interest, may I suggest 
that if any of your readers wish to make further in- 
quiries and will address them to me, at Lloyds Bank 
Head Office, 71 Lombard Street, London ЕСз, I 
shall be very happy to deal with them.] 


B.U.P.A. Accountants! Group 


SR, – Your readers may be interested to note that the 
British United Provident Association. Accountants' 
Group has now been operating for seven years and 
has over 1,000 contributors, together with members 
of their families. 

B.U.P.A. is a nation-wide non-profit association, 
under the presidency of the Rt Hon. Viscount 


‘Nuffield, G.B.E., F.R.S., and was formed in 1947 by the 


amalgamation of a number of provident associations, 
some of which had already been in existence for 
many years. 'The object of the Association is to shield 
its subscribers and their families against heavy ex- 
penses arising from surgical operations and other 


‘specialist treatment as a result of either illness or 


accident. There is also an optional extension for 
private treatment by general practitioners. 


756 


The Association has no shareliolders, and the 

governors give their services without fee or remun- 
eration of any kind. 
. The Accountants’ Group enables subscribers to 
obtain the benefits of membership on terms well 
below those available to individual subscribers to the 
Association. Membership of the Group is open to most 
accountants in the United Kingdom whether they are 
in public practice or in employment, as well as to all 
grades of staff employed by practising qualified 
accountants. In the case of chartered accountants, 
however, their address must be within the area covered 
by the London and District Society of Chartered 
Accountants (ie. London and part of the Home 
Counties). 

Further details of the Association and of the Group 
will gladly be sent to anyone who may care to write 
to us. 

Yours faithfully, 


ROSE, GLUCK & CO, 
Chartered Accountants, 
Hon. GROUP ORGANIZERS, 
B.U.P.A. AccouNTANTS' GROUP. 


I4 Queen Victoria Street, 
London EC4. 
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How to Decimalize the Currency 


Sm, - In view of the recommendation Бу The 
Association of Certified and Corporate Accountants 
that the major currency unit for decimal currency in 
Britain should be one of one hundred pennies, your 
readers may be interested to know that this unit was 
used in this country for nearly three hundred years 
before the introduction of our present 240d pound. 
According to the Encyclopaedia Britannica the one 
hundred-penny unit under the name ‘Mark’ was the 
unit for money of account in Anglo-Saxon times, its 
replacement by the pound of 2404, with the penny 
unchanged.in value, being a result of the Norman 
Conquest; 

The penny was first struck in A.D. 775, 291 years 
before the Conquest. As it was the English penny by 
maintaining its standard of weight and fineness for 
getting on for five hundred years that earned for itself 
the name ‘Sterling’, or good money, on the Continent , 


J. 


as against the continually debased local coinages, it " 


would seem appropriate to call a revived one hundred- 
penny unit by the name of Mark Sterling (contracted 


to Mark for internal use) thus continuing the asso- ` 


ciation of our currency with sterling. 
Yours faithfully, 
Ewell, Surrey. H. О. WORGER, V.D., БА. 





'Taxation Case 


A full report of the case summarized in this column 
will be published, with a Note on the Judgment, tn 
the ‘Annotated Tax Cases’, - 


In re Bird 
In the Court of Appeal ~ March r6th, 1962 
(Before Lord Justice HARMAN, Lord Justice 
UPJOHN and Lord Justice DrPLock) 

Income tax — Trade – Debtor acquiring residence abroad 
~ Tax still owing — Whether debtcr carrying on business 
in England – Bankruptcy Act, 1914, sections 1 (2), 4 (1) 
(d) — Income Tax Act, 1952, Schedule D, Case r. 

As the result of a back duty inquiry the debtor 
became liable to pay tax under Case I of Schedule D, 
amounting to £3,622, in respect of his business as a 
street bookmaker, and the Inland Revenue obtained 
a default judgment against him for that amount in 
1960. In the meanwhile, in Febraary. 1957, the debtor 
went to Jersey, and he and his wife had lived there 
ever since. The debtor also owed a sum to his 
accountants in respect of their work in the course of 
the back duty inquiry. 

On September rst, 1960, a bankruptcy notice was 


issued, and by leave was served on the debtor out of 
the jurisdiction; and he was adjudicated bankrupt on 
February 24th, 1961. Having been ordered to attend 
his public examination, and not having complied 
therewith, the debtor was, on April 2156, 1961, 
arrested in Jersey for contempt of court and was 
brought to this country. On May 4th, rg61, the 
debtor applied by motion to have the adjudication 
order annulled, and to have the bankruptcy notice 
set aside on the ground tbat he was not at any time 
during the material period either domiciled or 
ordinarily resident in England or in any other respect 
a debtor within section r (2) of the Bankruptcy Act, 
1914, Or а person against whom a petition in bank- 
ruptcy could be presented pursuant to section 4 (1) (d) 
of that Act, and that he was not otherwise subject to 
the bankruptcy jurisdiction of the English Courts. 
The registrar dismissed the motion. 


Held: for bankruptcy purposes a person continues to 
to carry on business in England, as long as any debts of 
the business remain outstanding; that the same ге 
applied in relation to a debt for income tax under Case’ 
I of Schedule D; that, as the debt for income tax was 
still unpaid, the debtor had been carrying on business 
in England within section 4 (1) (4) within one year 
of the presentation of the petition; that the receiving 
order and the adjudication order were, therefore, 
valid; and that the debt owed to the accountants was 
in the same position as the deb: for income tax. 


т 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Members' Addresses Wanted 


The Secretary of the Institute would be glad to know 
the present addresses of the following members of the 
Institute. 'The town at which the member was last 
known is shown after each name. 

Alfred Charles Axon, F.c.a., Brighton. 

Wouter Matthijs de Clercq, a.s.a.a., New York. 

fohn Norman Edward Hart, F.c.A., Walsall. 

Rio Tyrell Arthur Hohler, B.A., A.C.A., Ontario. 

Frank Denis Leech, A.C.A., London. 

Frank Netherwood, F.c.a., York. 

Frank Norris Pinder, r.c.4., London. 

Cyril Ward, F.c.a., Ontario. 


PROFESSIONAL NOTICES 


Messrs BIRKETT, Wesson & Co, Chartered Account- 
ants, of 6 Hanover Square, London Wr, announce 
that they have taken into partnership Mr RAYMOND 
Jonn Ly, A.C.A., with effect from June 1st, 1962. 


Messrs DEARDEN, HARPER, MILLER & Co, Chartered 
Accountants, of 14 Lloyd Street, Manchester 2, and 
17/18 St Dunstan's Hill, London EC3, announce with 
regret the death of their senior partner, Mr ROBERT 
BIBBY, F.C.A., on May 28th, 1962. 


Messrs DELOITTE, PLENDER, GRIFFITHS & Со 
announce that Мг Lester G. TAYLOR, C.P.A., has been 
admitted into partnership in their associated firms in 
Lima, Peru, viz. DELOITTE, PLENDER, GRIFFITHS & Co 
and DELOITTE, PLENDER, Haskins & SELLS. 


Messrs Jones, RoBATHAN, THOMPSON & Co, Char- 
tered Accountants, announce that as from June rst, 1962, 
Mr WILFRED ALAN СИЈВВ, Е.С.А., has retired from the 
partnership. Мг RICHARD TURNER PARKINSON, A.C.A., 
will continue to be the resident partner at Cardiff. 


Messrs PARKER & GLENTWORTH announce that Mr 
Norman REX, A.C.A., has been taken into partnership. 
The style of the firm remains unchanged, but as from 
June 4th, 1962, the address is Cavendish House, 
Pasture Street, Grimsby. 


Messrs Е. ARTHUR Pirr & Co, WomersLey & 
‘TWEEDALE and GREENHALGH, SON & Durros, Char- 
tered Accountants, of 14 John Dalton Street, Man- 
chester 2, and 20 Acresfield, Bolton, announce with 
regret the death of their senior partner, Mr P. NUTTALL, 
F.C.A., on May 27th, 1962, after a long illness. Тће 
practice will continue to be carried on under the same 
names by the remaining partners, Mr M. Н. LEESE, 
Е.С.А., Мг R. A. PITT, r.c.4., Mr P. CLARKE, F.C.A., and 

*Mr V. DALLEY, F.C.A. 


Appointments 


Mr J. J. Beavis, A.C.A., has been appointed to the 
board of Laing Development Co Ltd. 


Mr R. A. Dean, a.c.w.a., has been appointed revenue 
assistant (organization and mechanization) in the 
chief accountant's department of British Railways, 
Eastern Region. 


Mr John Doorly, B.COM., A.C.A., has been appointed 
secretary of Irish & Intercontinental Hotels Ltd. 

Mr George S. Essex, А.С.А., secretary of Grover, 
Bolton & Co Ltd, has been appointed to the board. 

Mr Edwin P. Hubbard, F.a.1.A., F.c.c.s., of London, 
has been elected chairman of the Association of Inter- 
national Accountants for the third consecutive year. 


Mr J. A. B. Keeling, D.F.C., M.A., A.C.A., has been 
elected to the board of C. F. Taylor & Co Ltd. 

Mr John Mapley, A.C.A., secretary of Tickopres Ltd, 
a company in the Norcros group, has been appointed 
general manager of their Harwich establishment. 

Mr У. С. A. Russell r.c.4., has been appointed a 
director of the Legal & General Assurance Society 
Ltd. 

Mr R. A. Sutton, F.c.a., is to be appointed group 
chief accountant of Tootal Ltd with effect from 
June 3oth, 1962. 


NEW PROFESSOR OF ACCOUNTING 


The title of ‘Professor of Accounting in the University 
of London’ has been conferred upon Mr H. C. Edey, 
B.COM., F.C.A., in respect of his post at the London 
School of Economics and 
Political Science. 

Mr Edey qualified and was 
admitted an Associate of The 
Institute of Chartered Ac- 
countants in England and 
Wales in 1935. He served 
throughout the war in fhe 
Royal Navy and shortly after 
demobilization joined Ње 
L.S.E., where he is now 
Reader in Accounting. He is 
a Governor of the City of 

2: London College and the 
Ms HC. Edey Travers Lecture he gave there 
in April on “Thinking in figures’ was reproduced in 
The Accountant of April 21st. He is author of the 
book, Business Budgets and Accounts. 

When Mr Edey takes up his new appointment on 
October rst next, there will be two Professors of 
Accounting in London University; the other, of course, 
being Professor W. 'T. Baxter, B.COM., C.A. 





Cam IU] 





PREMIUM SAVINGS BONDS 


The Treasury has announced a variation in the 
conditions of eligibility of Premium Savings Bonds 
for the prize draw after the death of the holder. 

At present, bonds are eligible for the monthly prize 
draw for one month after the death of the holder. 
Under the new terms, if the holder dies on or after 
July 15, 1962, the bonds will be eligible for the prize 
draw for one year after his death. The first draw to be 
affected by the change will be that commencing on 
Monday, September 3rd, 1962. The change will apply 
to all bonds whenever they were bought. There will 
be no change in the existing conditions in cases where 
the holder dies before July rst, 1962. 
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INCOME ТАХ PAYERS' SOCIETY 
WINDING-UP ` 


The Income Tax Payers’ Society, founded over forty 
years ago, is to be brought to an end. 'This unfortunate 
decision has been forced upon the Executive Committee 
of the Society by the ever increasing rise in expenditure 
notwithstanding a fairly substantial increase in mem- 
bership in recent years. The resultant increased income, 
says the Society, has proved insufficient to balance 
costs, and the decision to wind-up the Society has been 
taken while it is still in a position to meet its liabilities 
in full. The winding-up should be effected by Septem- 
ber 3oth next. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


New Chairman Elected 


Mr C. V. Best, F.C.A., senior partner in the firm of 
Allen, Baldry, Holman & Best, Chartered Accountants, 
of London and Guildford, has been elected chairman 
of the London and District 
Society of Chartered Ac- 
countants. 

Admitted to membership 
of the former Society of 
Incorporated Accountants in 
1924 and elected a fellow 
in 1930, Mr Best served as 
chairman of the Incorporated 
: Accountants! London and 
| ў District Society from 1946- 
| . 48, and was a member of the 
; Council of the Society from 
. 1952 until integration in 

Mr Ne Beat 1957. He served as chairman 
of the Parliamentary and Taxation, and Library Com- 
mittees, and was a member of the Finance and General 
Purposes, Disciplinary, and District Societies Com- 
mittees. Following integration, Mr Best served on the 
Taxation and Research Committee of the Institute 
from 1958-61. 

He has been a member of the London and District 
Society of Chartered Accountants since 1958 and was 
the first honorary treasurer of the Society, holding the 
office from that year until his election as Vice-Chairman 
in 1961. He was also chairman of the London Taxation 
and Research Committee in 1961-62. 

Mr Best is 'Treasurer and a Past Master of the Sir 
James Martin Lodge (formerly The Incorporated 
Accountants’ Lodge) and chairman or director of a 
number of companies. 

'The new Vice-Chairman of the Society is Mr C. J. M. 
Bennett, B.A., Е.С.А., of Barton, Mayhew & Со, 
Chartered Accountants. 
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LEICESTERSHIRE AND 
NORTHAMPTONSHIRE SOCIETY OF 
CHARTERED ACCOUNTANTS 
New President 
Mr H. M. Lepper, Е.С.А., a partner in the firm of 
Clifford Towers, Woodroffe & Co, Chartered Account- 
ants, of Northampton, was elected President of the 
Leicestershire and North- 
amptonshire Society of Char- 
tered Accountants at the 
Society’s annual meeting 

held on May 24th. 

Mr Lepper was admitted 
to membership of the former 
Society of Incorporated Ac- 
countants in 1935, after 
serving articles with Clifford 
Towers, Woodroffe & Co. 
He was admitted to partner- 
ship in the firm in 1938. 

He was elected to the 
Committee of the Leicester- 
shire and Northamptonshire District Society of 
Incorporated Accountants in 1945 and served as 
assistant secretary until integration. 

Mr Lepper is also a chartered secretary and served 
as President of the Northampton Centre of their 
Institute from 1958-61. 

Other officers of the Society for 1962-63 are: 

Vice-Presidents: Mr G. L. Aspell, T.D., D.L., F.C.A., Mr 

W. E. Willis, D.F.C., B.A., J.P., F.C.A. 
Hon. Librarian: Mr W. E. Willis, D.F.C., B.A., J.P., F.C.A. 
Hon. Secretary and Treasurer: Mr J. H. Golcher, F.c.a., 
32 De Montfort Street, Leicester. 
Hon. Assistant Secretary: Mr R. F. Watkins, F.C.A. 


Annual Report 
'The Committee's annual report for the year 1961 
shows that membership of the Society on December 
31st totalled 497. 

Four luncheon meetings were held in Leicester 
during the year, when addresses were given by guest 
speakers, and were all well attended. No evening 
meetings were held as, it is stated, ‘judging by attend- 
ances in the past, these аге not very popular'. Тће 
Leicester Discussion Group held a number of luncheon 
meetings and several meetings were held by the Ketter- 
ing Discussion Group. In connection with the Institute's 
small practitioner inquiry, meetings were held in 
Leicester, Northampton and Peterborough. The 
principal social function of the year was the annual 
dinner held at the Grand Hotel, Leicester, and 
attended by 326 members and guests. 

In response to the appeal of the Leicester City 
Council, the Committee decided to contribute towards 
the collection of civic plate and a silver sweet dish 
was presented to the Lord Mayor of Leicester on behalf 
of the Society by the President and the Secretary in 
March of this year. ` 





Mr H. M. Lepper 






Telephone: Victoria 2002 (3 lines) 
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BIRMINGHAM AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Mr D. E. T. Tanfield, r.c.A., has been elected President 
of the Birmingham and District Society of Chartered 
. Accountants for the year 1961-62. 

Educated at Bromsgrove 
School, Mr Tanfield was 
articled to his father, the late 
Mr Doylah 'lanfield, sub- 
sequently joining him in the 
partnership of Wall & Тап- 
field, of Birmingham and 
Dudley. He left practice in 
1953 to become joint manag- 
ing director of J. Hickman & 
Son (Brierley Hill) Ltd, and 
is a director of a number of 
companies, including the 
principal members of the J. 
Hickman & Son group. 

Mr Tanfield has served as auditor of the Birmingham 
and District Society, is a member of its Committee 
and is a past chairman of the District Society Regional 
Taxation and Research Committee. He is also a 
member of the Institute's Taxation and Research 
Committee. For a number of years Mr Tanfield was 
secretary of the old Bromsgrovian Club, of which he 
18 now treasurer. 

Other officers of the Society elected for the ensuing 
year are as follows: 


Vice-President: Mr G. S. Major, т.р., B.COM., F.C.A. 

Hon. Secretary: Mr W. В. Doherty, T.D., F.C.A., Cooper 
Brothers and Carter & Co, 75 Harborne Road, Bir- 
mingham 15. 

Hon. Assistant Secretary: Mr P. Т. Neal, F.C.A. 

Hon. Treasurer: Mr C. Wheatley, F.C.A. 

Hon. Librarian: Mr P. G. Craven, T.D., F.C.A. 

Hon. Dinner Secretary: Мг А. S. Maddison, Е.С.А. 





Mr D. E. T. Tanfield 


Eightieth Annual Report 


The Society's eightieth annual report records an 
increase of fifty-nine members during the year and 
total membership at April 3oth, 1962, numbered 1,522. 
'This figure includes 169 members of the Wolverhamp- 
ton Branch, 139 members of the Coventry Area 
Branch and 128 members of the Stoke-on-Trent Area 
Branch. 

Eleven meetings of the Committee were held during 
the year and the Regional Taxation and Research 
Committee met on a number of occasions to discuss 
matters referred to it by the main Institute Committee. 
As in past years, certain members of the Society, who 
were not on the committee, were invited to attend 
meetings when the topic under discussion was one on 
which it was felt that their special experience would be 
valuable. 

Six lecture meetings were held during the winter 
4 1961—62 session and all were well attended. In addition, 
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the Society received an invitation from the Association 
of Her Majesty's Inspectors of Taxes for members to 
attend a meeting held in February last and about one 
hundred members of the Society were present. Success- 
ful conferences took place during the year at the North 
Staffordshire University College, Keele, at Welshpool 
— when some thirty practising members from Shrop- 
shire and Herefordshire attended — and at Birmingham 
University. Two discussion groups continue to meet — 
one group being for the exchange of ideas between 
accountants engaged in industry and commerce in the 
Midlands – and all their meetings were well attended. 
Meetings of small practitioners were held in connection 
with the Institute inquiry in November and December 
in Welshpool, Stoke-on-Trent, Dudley, Worcester, 
Coventry, Wolverhampton, Leamington Spa and 
Birmingham. 


CHARTERED ACCOUNTANTS’ GOLFING 
SOCIETY 


The Chartered Accountants’ Golfing Society played its 
annual match against the London Solicitors at Walton 
Heath on Sunday, May 27th. 

The weather was very unkind at the start and it 
rained heavily throughout the morning. Nevertheless, 
the standard of golf was very good and the result at 
midday was level, each side having won two and a 
half matches. - 

The weather made amends in the afternoon and 
shortly after lunch the rain stopped and stayed away for 
the rest of the round. 

The Solicitors lost three of the five matches in the 
afternoon so that the over-all result for the day was a win 
for the Accountants by 53 to 41 matches. 'The teams 
consisted of five pairs and ten foursome matches were 
played. 

The results (chartered accountants’ names first) 
were as follows: 


Morning 

Tudor Davies and J. M. Kaye beat G. D. Glenister and 
J. Parry-Jones, 4 and 3. 

M. T. W. Easby and W. R. Tomkinson lost to N. W. 
Roberts and F. L. Perkins, 3 and 2. 

R. G. В. Drummond and D. J. Hedges lost to F. R. 
Furber and J. D. Kerr, 1 down. 

D. H. Brown and A. Coleman beat G. Vaughan and R. T. 
Boase, 5 and 3. 

J. T. Isherwood and E. Head halved with D. Brooke- 
Hitching and L. Nathanson. 


Afternoon 


Davies and Easby beat Parry-Jones and Kerr, 7 and 5. 

Kaye and Drummond beat Roberts and Vaughan, 2 and 1. 

Hedges and Tomkinson lost to Perkins and Glenister, 
6 and 4. 

Isherwood and Coleman beat Brooke-Hitching and 
Boase, 2 and т. 

Brown and Head lost to Furber and Nathanson, 2 down 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


MOTOR UNION 


INSURANCE 
COMPANY 


10 ST JAMES'S STREET, LONDON, SW1 
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CERTIFIED ACCOUNTANTS’ MANCHESTER CHARTERED ACCOUNTANTS 
JUBILEE GOLF TROPHY STUDENTS' SOCIETY 


The final round of the Certified Accountants’ 1962 At a recent meeting of the Manchester Chartered 
Jubilee Golf Trophy Competition was played at the Accountants Students! Society the following officers 
North Cliff Golf Course last Saturday. The winner were elected for the ensuing year: ^ 
was Mr H. Pepper, Е.А.С.С.А., of Leeds, the joint Я 
runners-up being Mr J. V. Banks, F.a.c.c.a., of Rhyl аа Mr D, №. Walton, FGA 
and Mr J. Wilkie, F.A.C.C.A., of London. ice- Prérideht: MER: X, Taylor em nM 

At a dinner held the same evening at the Grand 754 Hon. Auditors: Mr A. Т. Dowd, B.SC., A.C.A., and 
Hotel, Scarborough, the President of the Association, т W. A, Bolton, ао. 
Mr E. Spencer, F.A.C.C.A., presented the Jubilee The Hon. Secretary, Hon. Treasurer and Hon. 
Trophy and a miniature replica to Mr Pepper who was Librarian will be elected at the next Committee 
accompanied by his wife and son. meeting to be held on July 16th. 





BANK HOLIDAY CROSSWORD 


Compiled by Kenneth Trickett, F.C.A. 
HEBES ae 13. The writer is back on a retirement allowance (7). E 
EZ 14. Prerogative to reprint what the efficient typist will do 
9). 
w 18. A reminder of things to come? (9). 


Do these d h the broki h ? 
. 1 1 ° . - . its 
Вар A M ©). ese deposits with the broker impair his spiri 


23. Somehow musters forged cheques (7). 

24. Double relationship of 10 to 1 with base 2 (5). 
25. Devolving again, always returning fleece (9). 

26. Used to be the subscription to a club (4). 

27. Picture regulations in lieu of log-tables (s, 5). 


CLUES DOWN 


1. Payments in this are overdue (6). 
2. Pledge it under two thousand with a company prece- 
dent (6). 

3. Astatement included in a prospectus shall be deemed to 
be if it is misleading . . . (Section 46, Com- = 
panies Act, 1948) (6). 

Negotiate at the bar (5). 

Record document for writing letters (9). 

. Confused reasoning loses nothing in wages (8). 

It contains particulars of the vendor's transaction (4, 4). 

. Small change for leather manufacturers (7). 

. A low fellow of the stars referring to a register of lands 

for taxation purposes (9). 

. Advanced and set up a company (8). 

. A hole in the wood to pay off through a sinking fund 








~ 


CLUES ACROSS 
r. He displays a noble article in performance (10). (8) 


= 4 


6. Local tax process with no argument in favour of it (4). . Section 439, Companies Act, 1948, deals with the 

10. Money sent to issue a thousand in payment for use of improper use of this word, with restrictions (7). 
property (9). ' 19. The treasurer holds a scholarship (6). 

11. Of which the fifth is an important accounting date (5). 20. Mailed so as to provide about the average (6). 

12. Form of Quota 51 such as will divide a number without 21. Customs that take us a long time (6). 


18 (7). 23. Economized, except for a penny (5). 


Cn 
N 


The solution will be published in next week’s issue. 
> 
ROYAL EXCHANGE Accountants are 


invited ly for th 
ASSURANCE : INCORPORATED A.D. 1720 с to ФРУ Or tte 


Corporation's Agency. 
Heap Orrice: ROYAL EXCHANGE, Гомром. Branches throughout the Country. 
AA À A À 


The Recognized 
Weekly Organ for 
Chartered Accountants 
and Accountancy 
throughout the World 
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Estate Duty 
and Overseas Property 


Cos 24 (originally Clause 23) of the current Fina 






Bill imposes duty on immovable property abroad and make 
consequential amendments. 

Ever since estate duty was imposed in 1894 the general rule 
has been that where the decedent was domiciled in Great Britain 
all the assets, wherever situate, passing on his death attracted 
estate duty. A single exception was made in favour of his property 
outside Great Britain which, by the local law, was ‘immovable’ 
property. The rules relating to overseas property were codified 
by section 28 (2) of the Finance Act, 1949. 

The broad effect of section 28 (2) is, inter alia, to exempt from 
estate duty immovable property situated abroad. Except in the 
case of inter vivos gifts, it is necessary also to satisfy the Revenue 
that the proper law regulating the devolution of the property, or 
regulating the disposition under which it passes, is not the law of 
England or of Scotland. However, this additional requirement is 
practically nugatory, in view of the House of Lords' decision in 
Philipson-Stow v. C.I.R. (39 A. T.C. 394). . 

Clause 24 (1) of the Bill takes out of section 28 (2) the reference 
to immovable property, thus leaving the subsection to deal only 
with matters where the question of domicile is in issue. Clause 
24 (2) enlarges the field of accountability to the Inland Revenue 
for estate duty which has become payable. It does this in two 
ways: by amending section 8 (3) of the Finance Act, 1894, and by 
amending section 8 (4) of that Act. In its present existing form, 
section 8 (3) makes the executor (which includes the administrator 
or any person intermeddling with the deceased's property) 
'accountable' for the duty in respect of all personal property, 
whether inside or outside Great Britain, of which the deceased 
was competent to dispose. However, it limits the executor's 
liability for actual payment to the proceeds of such assets as he 
receives as executor, or might have received but for his own 
neglect or default. The first part of clause 24 (2) extends this 
accountability of the executor to include all property, personal or 
not, situate outside Great Britain, provided, of course, that the 
deceased died competent to dispose of it. It will be seen that the 
executor is still protected, as to liability to pay, by the restriction 
to the proceeds of assets actually received by him. As regards real 
property inside Great Britain, section 16 (r) of the Law of 
Property, 1925, makes the “personal representative” accountable. 

Section 8 (4) of the 1894 Act imposes accountability for estate 
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duty on ‘every person to whom any property . . . 
passes (on the death) for any beneficial interest 
in possession, and also, to the extent of the 
property actually received or disposed of by 
him, every trustee, guardian, committee or other 
person in whom any interest in the property 
so passing or the management thereof is at any 
time vested, and every person in whom the same 
is vested in possession by alienation or other 
derivative title'. A mere bailiff or agent for manage- 
ment is excluded. Now this subsection is expressed 
to be confined to property in respect of which 
the executor is not accountable. We have seen 
that the range of the executor's accountability 
has been extended by the first part of clause 
24 (2) to include immovable property overseas. 
The second part of the sub-clause extends 
section 8 (4) accountability to cover all property 
outside Great Britain, even though the executor 
is also accountable for it. This amendment is not 
solely consequential upon the termination of 
exemption of overseas immovable property; it 
strengthens the Revenue's powers in relation to 
all overseas property of which the deceased was 
competent to dispose. If they cannot get the duty 
from the executor, they can proceed against 
beneficiaries and donees in this country. 

Their ‘powers are further strengthened by 
clause 24 (3) which extends the scope of section 
9 (1) of the Finance Act, 1894. This subsection, 
in its present wording, imposes a charge on 
property in respect of which estate duty is 
leviable. The charge is to secure a rateable part 
of the estate duty falling on the estate as a whole. 
The part is, of course, in proportion to the value 
of the property charged. Section 9 (1) is expressed 
to be confined to property which does not pass 
to the executor as such. There is a proviso 
exempting property which has passed to a bona 
fide purchaser for valuable consideration. In 
relation to property which is within section 9 (1) 
but is situate outside Great Britain, clause 
24 (3) provides that the charge shall extend to 
assets which form the proceeds of any disposition 
of the property. The sub-clause goes on to direct 
that the proviso, and also any other enactment 
relating to the charge, is to have effect accordingly. 

Clause 24 (4) makes some minor amendments, 
all of which are confined to property situate 
outside Great Britain. References in the estate 
duty Acts to ‘personal property’ are to be con- 
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strued as references to property which, by the 
local law, is movable property or which consists 
of a mortgage or other security. Under the second 
limb of this provision, the famous Jersey mort- 
gages will be personal property. References in 
the estate duty Acts to ‘real property’ are to be 
construed accordingly. 

Section бо (3) of the Finance (1909-10) Act, 
1910, made special provisions for appeals on a 
question of valuation of real property, including 
leaseholds. These provisions were amended by 
the Lands Tribunal Act, 1949. Broadly speaking, 
disputes as to valuations of land for estate duty 
purposes are referred to the Lands Tribunal. 
Clearly this system is inappropriate to land 
overseas. Clause 24 (4) (6) directs that it is not to 
apply, so that the ordinary rules contained by 
section 10 of the Finance Act, 1894, apply. 
Paragraph (c) of clause 24 (4) contains a similar 
amendment. The provisions, in paragraph 1 of the 
Seventh Schedule to the Finance Act, 1940, 
deal with the valuation of the ‘benefits’ for the 
purpose of computing a company’s liability to 
duty under section 46 of that Act. Where the 
deceased occupied land, paragraph 1 (7) directs 
that the value of the benefit be based on the 
Schedule A value. Clearly there will be no 
Schedule A value for foreign land. Accordingly 
paragraph (c) directs that this provision shall not 
apply in relation to property outside Great Britain. 
Paragraph (c) makes a like amendment in relation 
to section 7 (5) of the Finance Act, 1894, which 
imposes a limit on the valuation of agricultural 
property. Incidentally, where overseas land 
charged to duty is agricultural land, it seems 
that the ‘agricultural relief’ will apply. 

Section 7 (2) of the Finance Act, 1894, restricts 
the deduction of debts owed to persons outside 
Great Britain. An allowance for debts owed to 
persons resident outside Great Britain is to be 
made in the first instance only out of the deceased’s 
overseas personal property, unless the debt is 
payable in, or charged on property, in Great 
Britain. Moreover no estate duty paid is to be 
repaid in respect of such debts except to the 
extent to which the Revenue are satisfied that 
the personal property of the deceased in the 
territory where the creditor lives is insufficient for 
the payment of the debts. Clause 24 (5) directs 
that the word ‘personal’ is to be deleted from 
section 7 (2). 
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Contrariwise ‘Know-how’ 


f Lords in Rolls-Royce Ltd v. Jeffery last 
March, this month has seen another blow 
struck at the taxpayer in the 'know-how' cases. 
On June 5th Mr Justice PENNYCUICK allowed two 
appeals by the Crown, as a result of which pay- 
ments for ‘know-how’ aggregating over £800,000 
became charged to tax. At the same time his 
lórdship laid down rules as to the tax treatment 
of payments of this kind. 

The taxpayer was the English Electric Co Ltd 
and the assessments were for the years 1951—52 
and 1952-53 in the sums of £3,100,000 and 
£3,420,000, respectively. The company appealed 
against them on the grounds that they wrongly 
included certain lump sums for the sale of ‘know- 
how’. The company was incorporated in 1918 and 
carried on a manufacturing business as general 
engineers. By 1950 its authorized capital was £8 
million and its issued capital £7 million. It had 
accumulated special information and technique 
in engineering processes which it had always 
jealously guarded. Although the company had 
not been in the habit of imparting this knowledge 
to others for reward, under pressure it had 
occasionally granted licences to other manu- 
facturers. Having had long experience in the 
manufacture of land turbines, it was approached 
by the Admiralty in 1949 with a request to 
manufacture a prototype sea turbine which other 
engineering firms could manufacture. 

In that year the company agreed with the 
Admiralty to provide the prototype, and also the 
manufacturing technique, engineering informa- 
tion and all other data necessary to manufacture 
sea turbines to that design. The consideration 
was the following lump sums: £40,000 for the 
licence to six other United Kingdom manu- 
facturers; £25,000 for manufacture in Canada, 
and £25,000 for manufacture in Australia. In 
1950, at the request of the Ministry of Supply, 
the company agreed with the Australian Govern- 
ment to provide the necessary ‘know-how’ for the 
manufacture of the Canberra twin-engined 
bomber in Australia, for a lump sum of £200,000. 
'The agreement also provided for annual sums 
for the use of the company's designs and for 


Е on the decision in the House 
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information as to improvements in design; 
liability on these annual sums was not disputed. 
Again at the request of the Ministry of Supply 
the company agreed in 1951 with an American 
military commission that the Glenn L. Martin 
Co, be given the necessary 'know-how' to manu- 
facture the Canberra for $1} million (£536,739). 

Тће Special Commissioners accepted the 
company's contention that the lump sums were 
capital sums and did not fall to be included in the 
company's taxable profit. At that time the House 
of Lords had given judgment in Moriarty v. 
Evans Medical Supplies Lid (36 A.T.C. 277) 
but not in Rolls-Royce Ltd v. јејјету. 

Mr Justice PENNYCUICK expressed the view 
(according to The Guardian of June 6th) that the 
ratio decidendi of the Rolls-Royce case was that 
the *'know-how' of manufacturing technique was 
an asset in the hands of the manufacturer. It was 
of such a nature that it could be transferred to 
another party for a consideration. If it were 
communicated in such a way that it would lose all 
value to its original owner the consideration for 
it would be a capital sum. But if its original owner 
could still make use of that knowledge, then the 
consideration for its transfer would be income. 

It was possible, his lordship said, that some 
cases might take an intermediate position between 
the complete loss of value on the one hand and a 
retention of value on the other. Such a case 
would call for an apportionment; the fact that the 
parties had called a particular sum ‘capital’ 
would be irrelevant. Coming to the facts of the 
present case, his lordship said he had come to 
the conclusion that the so-called lump sums were 
income and not capital payments. Prior to the 
agreements with the Australian Government the 
company had never manufactured sea turbines. 
Its Canberra aircraft had always been sold to the 
Ministry of Supply. There was no evidence of 
the company's activities in Australia or the 
United States. The company had imposed 
restrictions on the use of the ‘know-how’; it had 
retained the use of it for its own purposes; and 
it could still impart the knowledge to others for 
profit. In other words, the ‘know-how’ asset was 
still intact. 
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Section 209 Under Fire! 


by A BARRISTER-AT-LAW 


O provision in the Companies Act, 1948, 
Nes so much criticism from those 

who gave evidence, or submitted memor- 
anda to the Jenkins Committee on Company Law 
Reform, as section 209; not so much on account 
of the general principles involved, but because of 
ambiguities and inconsistencies in the text, the 
creation of some time limits which serve no pur- 
pose save to delay, and one or two wholly un- 
desirable features. 

The section provides, in effect, that where a 
company makes an offer for all the shares of 
another company or for the whole of any class of 
shares, and that offer is accepted by the holders 
of go per cent of the shares, the transferee com- 
. pany can, upon the same terms, acquire the shares 
of the members who have not accepted the offer 
unless such persons can persuade the Court not 
to permit the compulsory acquisition. Special 
provisions apply where the transferee company 
already holds more than то per cent in value of 
the shares concerned. Minority shareholders, too, 
in certain circumstances, may require the trans- 
feree company to purchase their shares, and the 
transferee company is bound to do so. Such 
acquisition is upon the same terms as in the offer, 
ог upon terms agreed between the offeror com- 
pany and the dissenting shareholder, or upon 
such terms as the Court may order. 


Transfers of Shares 


The Bar Council pointed out that the expression 
‘transfer of shares or any class of shares in a 
company’ in subsection (1) may mean 
(а) the execution of an instrument of transfer by 
the transferor in favour of the transferee com- 
pany; or 
(b) the completion of the instrument by its 
execution also by the transferee company; or 
(c) the delivery of the completed instrument for 
registration; or 
(4) the actual registration; 
but that whichever of these meanings is correct, 
it is inconsistent with subsection (2) which con- 
templates that a transfer in pursuance of the 
‘scheme or contract’ (referred to in subsection (1)) 
may be made not only to the transferee company 
but also to a nominee of the transferee company. 
It is therefore suggested that subsection (1) 
should refer to ‘another company or its nominee’, 
as in subsection (2), and since the transferee 


company may wish all or any of the shares to be 
acquired by one of its subsidiaries, that transfer 
to a subsidiary should be equated with transfer to 
the transferee company itself. 

Again, it is said that the reference in the section 
to ‘transfer of shares’ etc. merely imports a 
transfer of legal ownership and does not neces- 
sarily import that the transferee company becomes 
beneficial owner. Accordingly, the transferee 
company may be acting purely as a nominee of 
an individual or group of individuals, or a syndi- 
cate of companies, which appears to be contrary 
to the intention of the section (see now, Re Bugle 
Press Ltd ([1960] 3 All E.R. 791)). The Bar 
Council suggested that for the reference to 
‘transfer of shares’ there should be substituted a 
reference to the beneficial ownership of shares, 
and that the benefit of the section should be con- 
fined to the acquisition of the beneficial owner- 
ship of shares by a single company or its sub- 
sidiary. The Accepting Houses Committee and 
Issuing Houses Association, on the other hand, 
saw no logical reason why the transferee must be 
a company. 


Making of the Offer 

It is not always clear in practice what is the date 
of the ‘making of the offer’ for the purposes of 
subsection (1). There is sometimes a preliminary 
agreement with the directors of the transferor 
company under which they agree to sell their 
shares, and the general body of shareholders is 
then invited to sell on the same terms. In such 
circumstances, is the date of the making of the 
offer the date when the preliminary agreement 
was made or the date when the invitation is sent 
out to the general body of shareholders? It is 
suggested that the latter should be the relevant 
date; and that the relevant date for giving notice 
to dissentient shareholders under subsection (2) 
should be the date of acquisition of a go per cent 
beneficial interest in the transferor company by 
reason of acceptances of the offer and the fulfil- 
ment of all conditions to which the offer is 
subject. Otherwise, the transferee company can, 
by delaying the execution by it of instruments of 
transfer or the presentation of transfers for 
registration, postpone the date of giving notice 
beyond the six months’ period (‘two months after 
the expiration of the said four months’) referred 
to in subsection (1). 
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Different Classes of Shares 


It is not absolutely clear in cases where there are 
two or more classes of shares in the transferor 
company whether acceptance by holders of 9o 
per cent in the aggregate fulfils the conditions of 
the section. Among those who submitted recom- 
mendations to the Jenkins Committee there was 
a general feeling that it should be necessary for 
9o per cent in value of each class of share to have 
been acquired in order to claim the benefit of the 
section. On the other hand, Guest, Keen & 
Nettlefolds consider the section should make it 
lain that where an offer is being made for the 
whole of the share capital of a company consisting 
of shares of different classes, it is sufficient to 
obtain acceptances from holders of 9o per cent in 
nominal value of the total paid-up capital. 


Mixed Terms 


Problems arise where there are alternative share 
and cash offers, for the terms on which com- 
pulsory acquisition follows are not clearly stated. 
Unless in such a case the offer is carefully framed, 
the transferee company may find itself unable to 
operate section 209 if dissenting shareholders 
refuse to express an election. А suggestion was 
made to the Jenkins Committee that the trans- 
feree company should be entitled to stipulate, in 
giving a subsection (1) notice, which of the alter- 
native sets of terms is to apply in the absence of 
an election by the dissentient within a specified 
time. 

Another difficulty may arise where the con- 
sideration consists partly of shares in the trans- 
feree company and partly of cash, the cash being 
not more than ro per cent of the total considera- 
tion. Subsections (3) and (4) may cause the 
transferee company to lose stamp duty reliefs 
under section 55 of the Finance Act, 1927 (as 
amended), because the shares issued to the trans- 
feror company on trust for dissentients will not 
have been issued to shareholders of the transferor 
company, and this may reduce the proportion of 
shares issued to such shareholders below 9o per 
cent. It is therefore suggested that the issue of 
shares to the transferor company under sub- 
section (3) shall be deemed, for the purposes of 
section 55 of the Act of 1927, to be issued to the 
holders of shares in the transferor company. 


Time Limits 
Subsection (1) provides that a transferee company 
whose offer has been accepted by the holders of 
not less than 9o per cent in value of the shares 
(or class of shares, as the case may be) of the 
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transferor company may give notice of its desire 
to acquire the minority shareholdings within two 
months after the expiration of four months from 
the making of the offer. It is generally agreed that 
it is pointless to make the transferee company 
wait for the expiration of the four months' period 
before giving notice to dissentient shareholders, 
and that it should be allowed to do so within six 
months or less after the condition of 9o per cent 
acceptance has been fulfilled. And although there 
is a time limit within which notices may be sent 
to dissentient shareholders, no time limit is set for 
the acquisition of their shares! 


Stamp Duty 


At one time it seemed that no stamp duty might 
be payable in connection with the compulsory 
transfer of shares under section 209, and Buckley, 
J., had so held in the case of Ridge Nominees Ltd 
v. C.I.R. ([1961] 2 All E.R. 354), on the ground 
that а ‘sale’ involved a consensus between vendor 
and purchaser, and in the case of a transaction 
under section 209 that element was absent. But 
the Court of Appeal ([1961] 3 All E.R. 1108) 
thought otherwise. It held that the question was 
not whether it could properly be said that the 
dissenting shareholder 'sold' her shares within 
the common law meaning of that word, but 
whether the transfer was a 'transfer on sale' 
within the meaning of the Finance Act, 1891. It 
appeared to the Court that it was a transfer ón 
sale notwithstanding that the shareholder" was 
compelled to sell against her will, for section 209 
brought about a transfer having on its face all the 
essential characteristics of a sale and conferred 
authority for its execution which the transferor 
could not revoke. 


Transferor Company Trustee 
for Dissentients 


Where, pursuant to subsection (4), shares in the 
transferee company have been issued to the 
transferor company to hold in trust for dis- 
sentients, there is nothing to preclude the trans- 
feror company from exercising the voting rights 
attached to such shares. The Bar Council sug- 
gested it should be provided that the trans- 
feror company shall not exercise such votes 
except on the instructions of the beneficial owner. 
Courtaulds, however, thought that some indepen- 
dent person, such as a bank or the public trustee, 
would be more appropriate as a trustee. They 
pointed out that the transferor company (now a 
subsidiary of the transferee company) which has 
to act as trustee has generally no experience of 
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doing so, so that a disproportionate amount of 
administrative time has to be spent upon the 
task. In addition, difficulties arise on the winding 
up or reconstruction of the transferor company, 
and it seems surprising that the dissentient share- 
holder should have to accept as trustee the wholly- 
owned subsidiary of a company with which he has 
declined to deal. 


Bidder Already Holding Shares 


The proviso to section 209 (1) states that where 
the transferee company already holds more than 
то per cent of the shares subject to the offer, the 
subsection shall not apply unless (inter alia) the 
assenting shareholders not only hold 9o per cent 
of the shares involved but are also not less than 
three-fourths in number of the holders of those 
shares. The Accepting Houses Committee and 
Issuing Houses Association pointed out that 
there is no similar requirement for acceptance by 
three-quarters in number of the holders where 
the bidder holds no shares or 10 per cent or less. 
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They considered it difficult to justify this in- 
consistency and have recommended that assent 
by three-quarters in number of the holders should 
be required in all classes of bids before the pro- 
visions for compulsory acquisition can ђе 
enforced. 

Mr Registrar Berkeley would go further. He 
thinks it unfair on the dissentient shareholder to 
place the onus of applying to the Court on him, 
for the reason that apart from the financial risk 
this involves he has seldom a sufficiently intimate 
knowledge of the company's affairs to make out 
his case. On these grounds it is said that there is a 
case for requiring the sanction of the Court for alf 
compulsory acquisitions of shares or compulsory 
replacements of shares by shares of another 
company. 

Certainly there is no dearth of ideas concerning 
the ways in which section 209 should be amended, 
and it will be interesting to see what the Jenkins 
Committee has to say about them in its report 
to be published next Thursday. 





The Profession 


Abroad 


I INTERNATIONAL 
FREEDOM 
by MARY E. MURPHY, Ph.D.(Lond.), C.P.A. 


This series of articles in which Dr Murphy, of Los 
Angeles State College of Applied Art and Sciences, 
surveys the professional scene in various parts of the 
world is particularly appropriate at the present time 


vhen Britain is contemplating entry into the European 

Common Market, and the profession at large looks 

forward to the forthcoming International Congress in 
New York. 





FTER the International Congress on Accounting 
in Amsterdam in 1957, the writer undertook a 
survey of professional organization and practice in 
various parts of the Free World. Appreciation is 
expressed to those who offered material on their 
societies and information concerning national ac- 
counting standards. 
International meetings in all professional fields 
have become part of the normal pattern since 1945; 


but there is something deeper, more significant, 
than social intercourse which draws accountants 
together. It is the desire to ensure the widest possible 
exchange of principles and procedures, and: to work 
toward the achievement of international auditing 
and financial reporting standards which advance the 
finance and enterprise of both mature and under- 
developed countries. It is essential that there be 
greater freedom to practise accounting throughout 
the world. 'The removal of barriers to the free 
passage of, and practice by, accountants should be 
an aim of all professional accounting societies. 


Professional Accountant's Vital Role 


In spite of the fear of restrictive laws, exchange 
control and expropriation, the encouragement of 
venture capital is especially important at the present 
time. 'The professional accountant has a vital role in 
overseas finance and company management, but 
probably insufficient attention has been devoted to 
this role in current publications. Some time ago the 
President of the New York Stock Exchange and the 
editors of The Economist and Fortune Magazine 
singled out the diversity of accounting standards in 
the Free World as a serious obstacle to the inter- 
national flow of private investment capital. 
Commercial treaties negotiated in recent years by 
the United States Government with a number of 
countries include clauses providing for the free 
passage of accountants, auditors and other tech- 
nicians into the territories of the signatories for the 
purpose of making examinations and investigations 
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on behalf of their own nationals. For example, 
treaties with Denmark, Greece, Israel and Japan, 
ratified by the United States Senate in 1953, con- 
tained provisions to guarantee the right of American 
business interests abroad to employ accountants and 
auditors of their own choice. 

At the 1926 International Congress, Sir Albert W. 
Wyon declared: “As trade is said to “follow the flag", 
so will accountancy inevitably follow the growth of 
international commerce and finance.’ Yet Sir John 
Somerville, when President of The Institute of Char- 
tered Accountants of Scotland, warned at that body's 
centenary celebration (1954): 'In many countries 
overseas the doors are shutting and the traditional 
gutlets for Scottish chartered accountants are tending 
to become fewer.’ 


International Barriers 


Serious impediments arise, however, where restric- 
tions based on nationality or residence are imposed, 
and they are not in the best long-term interests of the 
country which imposes them. Experience in the 
United States, for instance, was for Americans to 
learn principles and procedures from British char- 
tered accountants who crossed the Atlantic in the 
1880s and the 18908 to audit the accounts of British- 
owned enterprises. In a short time thereafter, British 
partnerships were established in various cities of the 
United States. Later these partnerships were con- 
verted to American ownership and local firms of 
professional accountants were formed. 

The important issue today is that practitioners in 
every part of the world should recognize the necessity 
of removing international barriers to practice, 
irrespective of whether these barriers are erected by 

issimilarity of language, custom or code. Over the 
years, the international aspects of practice have 
been fostered by the staffs of the large accounting 
partnerships which have true colonizers in every 
corner of the globe, bringing their specialized talents 
and high ethical standards to the solution of local 
auditing and business questions. Far too little has 
been written about the pioneers of accountancy. 
Even today, almost nothing is available concerning 
the problems of establishing an overseas practice, 
such as those arising from the need to train nationals 
and integrate them with staff members recruited 
abroad to work in unsatisfactory or unfamiliar con- 
ditions, and to sustain the best traditions of the 
accounting profession. 'These experiences are buried 
in the files of international firms; especially the story 
of the development of uniformity of standards and 
policies by these firms over the last seventy-five years. 

The American Institute of Certified Public 
Accountants maintains a Committee on Foreign 
Affairs ‘to promote international goodwill and ex- 
change among accountants throughout the world, 
and to encourage freedom of movement of account- 
ants and auditors across national boundaries’. In a 
pamphlet entitled Accounting for International Trade 
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and Investment, prepared by this committee, it is 
stated in unequivocal terms that accountants should 
be permitted to practise wherever their clients’ 
businesses require them to do so, and that any 
curtailment of this freedom constitutes a hindrance 
to international trade and investment. 


Disclosure in Accounts 


The listing of foreign shares on American stock 
exchanges can make an important contribution to 
the movement of United States capital abroad. How- 
ever, one impediment to listing is the necessity of 
enforcing full disclosure of company financial data. 

In Italy, for instance, sound accountancy is fre- 
quently distorted today by the desire to avoid taxa- 
tion; this attitude stems from the fact that Italian 
taxes are almost confiscatory. Costs are padded on the 
theory that, although not all of them will be allowed, 
prudence suggests that they be reported at as high 
a level as possible. Some Italian companies maintain 
three sets of books — one for the tax collector, one for 
public stockholders, and one for owners and inside 
managers. 

There is a widespread practice of concealing assets 
in France from both the Government and the public 
by carrying properties on company books at only a 
fraction of their present values – а practice made 
easier by continuing inflation. In Germany, where 
the need for capital has risen since the war, in many 
cases profits were reported not just after normal 
depreciation but after investment in new plants 
with a resultant underestimation of. earnings. 
Though it is to be hoped that the new German com- 
pany legislation outlined by Wirtschaftsprüfer #. J. 
Niehus in The Accountant of April 28th, 1962, when 
enacted, will remedy this. 

Many European companies do not provide con- 
solidated data for the assets and profits of their sub- 
sidiaries. Dividends from subsidiaries are shown on 
the books, but these may or may not be based on 
earnings, and the amount paid into the parent com- 
pany is discretionary. Another accounting problem 
which is relevant to listing of foreign shares on the 
New York Stock Exchange relates to statements of 
sales and earnings. In France, Germany, Italy and 
the United Kingdom the statement of sales and cost 
of sales is not obligatory. Much remains to be accom- 
plished to achieve certain objectives in accounting 
and auditing, especially relative to companies with 
shares traded in on the large stock exchanges of the 
world. The flow of capital must be encouraged to all 
parts of the Free World. 

Enlargement of the range of the professional 
accountant’s and his client’s viewpoint from the 
parochial to the international is increasingly import- 
ant in rapidly shifting international trade. This topic 
is the motivating force behind a series of articles on 
comparative professional accountancy in some other 
countries which will appear in subsequent issues of 
The Accountant. 
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Weekly Notes 


JENKINS COMMITTEE REPORT 


AST week we announced that the report of 

the Jenkins Committee on Company Law was 
in the hands of Mr Erroll, President of the Board of 
'Trade, and that its publication was imminent. In a 
parliamentary reply on June 8th (reproduced on 
another page) Mr Erroll stated that the report will, in 
fact, be published on June 21st. The report and the 
Committee's recommendations will be reviewed in 
our issue of June 3oth. 


COST ACCOUNTANTS' NEW SYLLABUS 


TARTING with the June 1964 examinations, The 

Institute of Cost and Works Accountants will 
inaugurate a new syllabus the main feature of which 
is that the present Intermediate, Final and Manage- 
ment Accountancy examinations will be replaced by 
a five-part examination. In the existing syllabus, an 
applicant for associate membership must have passed 
the Final examination and an applicant for fellow 
membership must have passed the examination in 
Management Accountancy. Under the new regula- 
tions, applicants for either associate or fellow member- 
ship must have passed all five parts of the syllabus. 

As before, practical experience will continue to be 
an essential prerequisite of membership — three years 
practical acquaintance with cost accountancy for 
associates and five years in a responsible position in 
management accountancy for fellows. Finally, the 
Preliminary examination of the Institute will cease 
after June 1963, and thereafter applicants for regis- 
tration as students must produce evidence that they 
have passed an examination equivalent to G.C.E. 
standards with passes at ‘O’ levels in five subjects 
including English and mathematics. 

Full details of the changes are given in an informa- 
tive booklet entitled Syllabus and General Information, 
available from the offices of the Institute at 63 
Portland Place, Wr. The principal effects of the 
reconstruction will be to widen the scope of the test in 
financial accounting and to bring management 
accountancy and taxation (as far as it applies to 
industrial undertakings) more prominently into the 
curriculum. 


TASKS FOR ‘NEDDY’ 


Ir the mere statement of problems contributes in 
any degree to their solution, then the National 
Economic Development Council is already making 
progress. At its second main business session last 
week the Council formulated nine main topics for 
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examination, more especially with the object of as- 
certaining the conditions favourable to economic 
growth. 'The nine subjects upon which material is to 
be prepared by Government departments, universities 
and the National Institute of Economic and Social 
Research are as follows: balance of payments; saving 
and investment; technological change; demand; 
regional problems; manpower and management; 
taxation, and public expenditure. Private individuals 
will also be invited to give their views on these matters. 

Nobody expects quick results from “Neddy’, but a 
consideration of the above subject headings suggests 
that if the Council is really going to devote itself to 
examining all these issues, it is going to work for a 
long time with little result. Of course, there are still 
gaps in our knowledge of these issues, but the main 
problems of the United Kingdom economy are suffi- 
ciently evident to enable *Neddy' to begin considering 
policy. As a start there are the problems of restrictive 
practices and incomes, to mention only two. There 
seems to be a real danger that ‘Neddy’ may be diverted 
from its professed function of breaking the log-jam 
of our economic difficulties and develop into just 
another economic information bureau. Апу council 
with its membership representing diverse and con- 
flicting interests, as is the case with the N.E.C.D., 
can nearly always agree on study topics. The test will 
come when some policy has to be formulated on the 
basis of those studies. In the meantime we can but 
wait and hope. 


THE ACCOUNTANT'S IMAGE 


UR amiable contemporary Punch, in the course 

of some light-hearted thoughts last week on 
The Accountant Annual Awards, directed a dart at 
the accountancy profession in general for “having 
kept its public image so private'. Accountants, it 
asserts, simply don't exist except as dim Dickensian 
shades on high stools. Now this observation is about 
as untrue and unfair as would be the counter-assertion 
that Punch has not changed at all since the days of 
Dicky Doyle and George Du Maurier and these 
comparisons need not be carried further. 

What should be noted, however, is that although 
accountants are habitually reticent about their 
activities, both public and private, as befits profes- 
sional men, the good deeds they do in this naughty 
commercial world often project if not a glare at least 
a glow, and it is surprising that so percipient an 
observer of current affairs as Mr J. B. Boothroyd, the 
writer of the article, should not have long since 
recognized the modern version of the species even 
by this modest light. Any obscuration of the image 
must in this case then clearly (or rather darkly) lie 
in the eye of the beholder; but we cannot help thinking 
that his air of wondering innocence – characteristic of 
regular Punch writers in their subjective weekly 
musings — is wholly assumed. If it is not, then it is 
just as well that Mr Boothroyd is not intended to be 
taken seriously. 
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COMMON MARKET DEBATE 


*"T^HERE has been more public discussion of this 
issue in the Press, on the radio, on television 
and by every other means than there has been about 
any other single issue in British politics since the war.’ 
'Thus commented Mr Heath on the issues of Britain's 
application to join the Common Market, and in view 
of the continued uncertainty and even ignorance on 
the basic issues, last week's debate in the House of 
Commons was both interesting and informative. 
Whether it deserved the flattering remarks on its 
quality made by Mr Silverman and Mr Brown is 
another matter. The one vital point to emerge is that 
as yet the country is as far from being in a position to 
tlecide its policy, on what is probably the most im- 
portant issue of the century, as it was two years ago. 
Mr Heath was at pains to stress the care with which 
each separate controversial point was being discussed 
between himself and the E.E.C.; Commonwealth 
interests were being urged, as were those of British 
agriculture, while textiles and fishing would not be 
forgotten. Тће Commons debate was agreeable in 
tone, for the simple reason that there was nothing 
contentious to debate. Each member could state his 
own views subject to qualifications of his own making. 
Whether, when later this year the Government lays 
before the House the terms upon which the United 
Kingdom is offered admission to the club, the debate 
will be so quiet is another matter. For the time being 
the majority of voters must, in the broadest sense of 
the term, be 'fence-sitters'. In the meantime the 
Conservative Party is doing its best to inform the 
electorate of what is at stake. A new booklet! contains 
approved answers to some sixty-five questions on the 
Common Market, and possibly reflecting the mood 
of the electorate, most of the questions are critical 
and even hostile. However, this is the way to stimu- 
late public debate and on this score the booklet is to 
be welcomed. 


HIGHER PORT CHARGES 


AST week's announcement by the Port of London 

Authority of big rises in London port charges 
draws attention to a field in which British industry 
may be at a serious disadvantage if the United 
Kingdom joins the European Common Market, 
namely the high cost of loading and unloading ships 
at many British ports. Dutch manufacturers, for 
example, believe that bulk cargoes can be loaded and 
unloaded at Rotterdam very much more quickly and 
cheaply than at British ports and this was true before 
the recently announced increases. 

The main reason for the increases in P.L.A. 
charges, which come into force early in July, is, of 
course, to meet the cost of the recent pay award to 
dock workers, but the proposed increases appear to be 
higher than was generally expected ranging, from 


1 Соттоп Market: Questions Answered. Conservative 
Research Dept, 24 Old Queen St, London SW1. 9d. 
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7 per cent on rates for discharging vessels to 19:3 
per cent for hire and use of plant. There will be a 
rise of 17:5 per cent in the charges for vessels using 
P.L.A. docks and in river navigation dues. Total 
rates and charges on goods for shipment are expected 
to rise by about 15 per cent. 


GROWTHMANSHIP 


HE target of 4 per cent growth per annum 

announced by the National Economic Develop- 
ment Council “can be described in no other terms 
than as a most irresponsible piece of growthma nship 
on the part of the Government and official thinkers’. 
Such is the opinion of Mr Colin Clark, whose paper 
Growthmanship, published last March in the ‘Hobart’ 
series of the Institute of Economic Affairs (The 
Accountant, March 25th, 1961), has just been re- 
printed and expanded.? The main thesis of the paper 
was that much of our investment was ill-directed and, 
far from conducing economic growth, by straining 
our limited resources to the point of inflation actually 
retarded expansion. 

In a postscript Mr Clark reiterates this view and 
stresses that in so far as much of our current invest- 
ment is not labour-saving, while that which is may 
not be allowed to operate effectively because of 
restrictive practices, the best solution to Britain's 
difficulties is to import labour. For this reason he 
criticises the Immigration Bill and hopes that entry 
into the European Economic Community will induce 
labour to come to Britain, just as the increased 
competitive conditions within the Common Market 
will reallocate the labour supply in favour of the most 
efficient industries. ° 

Mr Clark rejects the view that the apparent 
success of recent French and Japanese economic 
policy is the direct result of planning as such. In any 
case, France has continued to experience rising prices 
and devalued the franc in ros8. For these reasons, 
Mr Clark is sceptical of the likely benefits to be 
derived from *Neddy' unless, as has been so often 
argued in this journal, competitive forces are allowed 
to provide the sorely needed stimulus to efficiency. 


BUILDING SOCIETIES REPORT 


pae 5 of the report for 1961 of the Chief 
Registrar of Friendly Societies dealing with 
Building Societies published last week (H.M.S.O., 
price 4s 6d) records that during the year the total 
assets of all societies increased by /270 million to 
£3,436 million. The corresponding increase in the 
previous year was {£259 million. The amount of 
£620 million received by way of subscriptions to 
share and deposit capital and loans (excluding bank 
loans and advances from H.M. Government) was 
£36 million more than in 1960; withdrawals at [522 





2 Growthmanship (Second edition). Hobart Paper No. 10. 
Institute of Economic Affairs, 664 Eaton Square, London 
SW. 6s net. 
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million, however, rose by £50 million. With the 
addition of interest, share, deposit and loan capital 
increased by £203 million compared with an increase 
of £206 million in 1960. 'The average rate of interest 
on shares was 3:54 per cent and 6:28 per cent on 
mortgages as against 3:37 per cent and 5:89 per cent 
respectively than in the preceding year. 

'The amount of £546 million advanced on mort- 
gages was £14 million less than in 1960 (the record 
year to date) the average amount advanced being 
£1,500. The year ended with 2,425,000 borrowers 
holding 2,455,000 mortgages, the average mortgage 
debt standing at £1,170. 

'The report refers to additions to and removals 
from the list of societies designated for the purposes 
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of section 1 of the House Purchase and Housing Act, 
1959, and to the extension of the powers of trustees 
to place trust funds in such societies. Two orders 
were made during the year under section 6 of the 
Building Societies Act, 1960, prohibiting the societies 
concerned from accepting further investments. 
Directions were made under section 7 of the same Act 
in respect of three societies, prohibiting the issue of 
advertisements by those societies. An account of these 
proceedings is included in the report. 

A list of the banks designated as ones in which 
building societies are authorized to place their funds 
forms Appendix I to the report and the notes issued 
for guidance in completing the form of annual return 
are reproduced as Appendix II. • 





This is My Life... 


by An Industrious Accountant 
CHAPTER 128 


FFICE managers, being characters who norm- 

ally work in close harmony with the accountants, 
are accordingly worthy of close and sympathetic 
study. Our own O.M. is a case in point. For years an 
austerely-rhinded bachelor, happy in his snug little 
flat with his library and his TV, he has found him- 
self dlmost swamped by the tidal wave of his approach- 
ing nuptials. There were the mornings when he 
arrived at the office with his fingers swathed in 
plaster (‘put up a shelf in the kitchen last night’), ог 
limping painfully (there's more to fixing pelmets 
than you'd think’). Finally, I told him to borrow a 
couple of our carpenters on the Q.T. 

He had an obvious short struggle with his con- 
science, but yielded when he had to get his forehead 
stitched (“never realized there could be so many pipes 
in a bathroom’). There’s nothing like marriage for 
teaching humility to these autocrats; the most expert 
manager must defer to the handyman in technical 
matters. 

We gave him a great send-off finally. 'T'he directors 
presented him with a silver coffee-service; the staff 
with a refrigerator. We have a ceiling fixed for indi- 
vidual subscriptions in such cases, very properly, but 
it was pleasant to see how many of the outside 
employees volunteered to chip in also. The O.M. was 
really touched and could hardly speak in response. 

His particular friends gave him a stag dinner at a 
remote hotel before seeing him off on the night train 
to the south, to his intended's home town. It was 
quite a session: Scotty, the sales manager, the en- 
gineer, a few accountants, departmental managers, 
myself . . . old feuds forgotten, best wishes and toasts 


to the future and lusty speeches . . . and a final 
souvenir. 

With the fruit salad came a parcel bigger than a 
hat box, to be presented by Scotty who was in great 
form; all evening he had been vainly pressing the 
O.M. to sample Gaelic coffee, a lethal concoction 
like a tasty time-bomb, and drinking the rejects 
himself. The O.M. cut the string and rose to reply. 
He tore off the paper to reveal a similar parcel the 
size of a hat box; another attack disclosed another 
parcel slightly smaller. The party became hilarious. 

By the time the parcel was down to cigar box size, 
the room was in turmoil. Paper and string littered the 
table and floor, the fat head waiter was nearly having 
hysterics, other noisy diners were flocking around us. 
The O.M. was crimson with embarrassment: he 
finally worked down to a slim cylinder which dis- 
gorged a beautifully chased gold pencil inscribed 
with his initials. He became so touched at this stage 
that he nearly took his first-ever drink of alcohol. 
Fortunately for him, Scotty had just finished both 
glasses. 

The strains of ‘Jolly good fellow’ were raising the 
rafters when we noticed how the time was going and 
had to rush for the cars. Four of us piled into Scotty’s. 
The O.M. drove, having seized the key on the plea 
that it was hardly fair to widow his bride before the 
wedding; the engineer sang a Welsh lament of pierc- 
ing poignancy as we sped towards the little local 
station. It was dark and damp; the last train was 
already in sight; we all seized the O.M.’s assorted 
luggage and raced for the platform. We only just 
made it with a scramble. The O.M. leaned out 
through the window and waved and shouted in- 
coherently as he was borne into the night; we roared 
appropriate messages after him. 

The porter locked up and cycled off through the 
heavy downpour; we sat back comfortably in the car 
and waited for Scotty, now strangely silent and star- 
ing, to drive us home. It was quite a shock to realize 
that the excited O.M. had gone with the only key. 
That station was nearly a mile from the nearest town. 
I was wetter out than in before we got home. 
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Reviews 


Ап Executor's Accounts and the Law Relating 
Thereto 


Thirteenth edition by E. Милз "TAYLOR, Е.С.А., 
S. C. HOUGH, A.I.B., and О. GRIFFITHS, M.A., LL.B., 
Barrister-at-law. (Textbooks Ltd, Harpenden. 305 
net.) 


The fact that this familiar students’ textbook has 
reached its thirteenth edition, is itself a very fair 
indication of its enduring value. The new edition is 
as useful as the earlier ones and the plentiful 
examples and reliable legal commentary are of 
obvious help to the student. 

It deals with the changes introduced into estate 
duty since the last edition. In particular the Finance 
Act, 1959, changed the basis of the imposition of 
liability on life policy moneys and the new edition 
deals with the new rules, and gives practical examples. 
At the same time, treatment of the old rules has now 
been dropped. The new rules for rapid succession 
relief, introduced in 1958, are also dealt with. 

The printing and binding are of excellent and 
serviceable quality and there is also that very essential 
aid to students, a good index. This also enables the 
book to be used as a quick-reference guide by 
practitioners, though obviously there is a limit to 
the depth reached by a work designed primarily to 
meet the needs of examinees. 

A point which has escaped notice is that use of the 
designations ‘F.C.A’ and ‘F.S.A.A.’ together, follow- 
ing integration of the Society of Incorporated Accoun- 
ants with the Chartered Institutes, is now out dated. 


Book-keeping and Accountancy for Solicitors 


Second edition, by P. Harrison and A. G. HILLMAN, 
F.A.C.C.A. (Butterworth & Со (Publishers) Ltd, 
London, 5os net.) 


The result of collaboration between a solicitor and an 
accountant should be excellent advice for the reader. 
As any business man knows, especially those who 
have had experience of the problems of setting up 
trusts and the like, the best results are only to be 
obtained by full consultation with and between both 
types of adviser. In spite of this, one occasionally 
comes across a sort of mutual suspicion between 
members of the two professions, and one greets 
with pleasure, therefore, the fruits of a collaboration 
that is obviously genuine and happy. 

The arrangement of this book, intended for law 
students, is both novel and helpful. It consists in 
fact of two books, or rather volumes, joined together 
by a strip of cloth which, when both books are closed, 
becomes the back binding. Thus, both volumes – 
one with the text and the other with the accounts 
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examples and index — may be opened at the same 
time, side by side. It is a convenient arrangement 
which could with advantage be used more often. 

The book takes its reader through the rudiments 
of book-keeping for sole traders and partnerships, 
and the basic methods of interpreting final accounts 
to meet the needs of the proprietors and creditors 
or prospective purchasers; then deals rapidly (in 
seven pages) with companies, and proceeds to com- 
ment on balance sheets and to explain ‘yields’ and 
'earnings' in evaluating company shares. All this, 
of course, is elementary to the accountant — some of 
it even naive — as for example the comment that if an 
increase in fixed assets values (on a company's 
balance sheet) included replacements, the “reserve 
towards increased cost of replacements of fixed assets' 
should have been reduced. If, indeed, the purpose 
of that reserve was the conservation of funds for 
replacement costs over and above normal deprecia- 
tion or amortization, surely one would be surprised 
if it were reduced (unless it was decided to capitalize 
some of the reserves as bonus shares). 

For accountants, therefore, the *meat' of the book 
will lie in chapters 13 to 17 (forty-two pages) and the 
examples (eighty pages) in the second volume, where 
the book really gets into its stride. It is well printed 
and the examples are detailed and clear. 


Amerikanische Standardkostenrechnung 


by Dr Kart WEBER. (Verlag P. G. Keller, Winterthur) 
(German text). 


This scholarly book is quite unlike any other work 
on the subject of standard costing, although Professor 
David Solomons may be said to have anticipated tt in 
The Historical Development of Costing (Studies in 
Costing, 1952). Dr Weber has endeavoured to trace 
the growth of the techniques used over the last forty 
years, and the twenty-three pages of bibliographical 
references give some indication of the thoroughness 
with which he has executed this task. 

He is careful to point out the early work of Garcke 
and Fells in Factory Accounts — Their Principles and 
Practice (1887) and to cite the writings of H. Stanley 
Garry (in The Accountant of 1903) and Thomas 
Downie, jun., as evidence of the birth of the idea in 
Britain. Nevertheless, the major source used is the 
body of work published by the American National 
Association of Accountants (formerly the National 
Association of Cost Accountants) in their bulletins, 
articles and annual congress reports; hence the title 
of his book. 'The availability of this material draws 
renewed attention to the importance of accounting 
research, not as the publication of compromise 
opinions culled from practitioners, as is so often the 
case in Britain, but as objective fact-finding in the 
area of business management. 

If any criticism of this book is warranted, it is that 
it shares - in common with most publications in its 
field – Һе weakness of a historical survey, and 
pointers for the future are not to be found. Thus, 
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no mention is to be found of the concept of direct 
standard costing (such as is expounded in Mr K. 5. 
Most's recent book), which promises to relieve cost 
accountants of the complex and usually futile drudgery 
of overhead variance analysis. 


А Textbook of Economics 


Third Edition by J. L. Hanson. (Macdonald & Evans 
Ltd, London. 205 net.) 


The appearance of a new edition of Dr Hanson’s 
textbook underlines the popularity with many 
students of a textbook which within its covers 
compresses a mass of information covering the entire 
examination syllabus. The author gives the historical 
background where it is relevant, e.g. population and 
banking, and up-to-date statistics. Each chapter is 
rounded off by a selection of examination questions 
culled from a wide range of examining bodies. 

Opinions among teachers of economics vary widely 
as to the desirability of this type of comprehensive 
text but the examination requirements of most 
professional bodies are so wide that such a book 
undoubtedly serves a great need. There will no doubt 
be future editions of this competent work. 


The 1961 Income Tax Legislation in the Federa- 
tion of Rhodesia and Nyasaland 


by A. S. SILKE, M.COM., PH.D.(CAPE TOWN), C.A.(S.A.). 
(Juta & Co Ltd, Cape Town. £1 6s 6d net.) 


This is a.sixty-six-page booklet between semi-stiff 
covers which is divided into four parts. Part I sets out 
the rates of income tax and rebates for the year of 
assessment ended March 31st, 1961, with arithmetical 
illustrations. Part II expounds the changes made 
by the 1961 amendments to the Income Tax Act. 
Part III is devoted to taxation tables showing the 
precise tax bill for married and unmarried persons at 
selected income levels, for the year ended 31st March 
1961. Part IV reproduces verbatim the text of the 
1961 Taxation Legislation. 


Schimmelpfeng European Register of Industry 
and Commerce 

(Publishing & Distributing Co Ltd, 177 Regent Street, 
London, WI.) 


This credit rating and market guide covers some 
50,000 companies and individuals in western Europe. 
Such registers are a competitive field in the U.K., 
there already being several well-established registers 
of the kind. Like others, the new register is offered 
for a loan fee, remaining the property of the pub- 
lishers. This again is common practice in cases where 
credit ratings are made available. 

With 50,000 entries spread over sixteen countries 
(excluding the United Kingdom) the average number 
of entries per country is only just over 3,000, though 
there are, of course, likely to be considerably more 
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for the larger countries. The register’s appeal is to 
those requiring a credit rating on companies abroad. 

This review is based on a sample volume which 
covers Austria, Denmark, Finland and France. 
Though the compilation is in English, and countries 
are arranged alphabetically, entries are listed by 
towns spelt in the local language: Copenhagen, for 
instance, appears under ‘K’. We would have thought 
that in an English edition, there is a good deal to be 
said for keeping to English place spelling. Presumably 
arrangement by towns has been proved preferable 
for some reason, but this can be awkward for speed 
of reference if one does not know where a company’s 
head office is situated. In a comparable United 
Kingdom compilation, how many would look 
immediately for Stewarts and Lloyds under Glasgow? 

French alphabetical order, moreover, is a problem 
of its own and an introductory paragraph to the 
French section (and perhaps for some others) 
explaining the principles of arrangement adopted ~ 
would have been helpful. The French have scant 
respect for correct company names, even their own 
at times. 

The United Kingdom price of fifty-five guineas 
includes twenty-four credit reports free of charge for 
countries in the register and also twelve ratings free 
of charge for concerns not included, provided the 
company is in the publishers’ international archives. 
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Finance and 
Commerce 


Complications 
A FURTHER glimpse of the complications that 
ave followed from the Jasper affair is seen in 
the reprint this week of the accounts of Reliable 
Properties Ltd, which is now under a board of six 
with Sir Dingwall Bateson, a Past President of The 
Law Society, as chairman, and with three chartered 
accountant members. The auditors’ report points 
out that ‘no provision has been made in these accounts 
for possible liability for the bank loan of £500,000 
referred to in Note 1 (4), nor for any resulting loss 
which may be irrecoverable’. 

Note т (5) explains that on August 24th, 1959, a 
cheque for £500,000 was drawn on the company's 
bank account in favour of Harewood & Co. Тће bank 
debited this cheque to the company and took as 
security, deeds and documents relating to leasehold 
properties of the company's subsidiary. 

The company contends that the drawing of this 
cheque and the application of the proceeds were 
unauthorized and that the security given to the bank 
was invalid. Proceedings to establish the rights and 
claims of the company and its subsidiary arising out 
of these transactions were commenced by a writ issued 
in the Queen's Bench Division of the High Court, on 
May 16th, 1961. 

Accordingly, the accounts exclude the transactions 
which are the subject of the writ, and the whole of 
which, the note affirms, are repudiated by the com- 
pany and its subsidiary. 


Premium 


The premium paid on the acquisition of shares in a 
subsidiary represents the excess of the cost to the 
company (viz. £667,370 paid in cash plus costs) of the 
subsidiary's capital over its net assets taken at book 
value at acquisition date. The cost of the shares was 
equal to the total of the professional valuation of the 
subsidiary's leasehold properties and furniture and 
fittings at the time of the acquisition in June 1959, 


` plus the stamp duty on the share transfers. The 


subsidiary, it is stated, is a property-dealing company 
and its net profits on realizations will be liable to tax. 
For this reason, the directors are unable to express an 
opinion as to the value of the premium. 

No provision has been made for taxation in respect 
of any property transactions as the partial realizations 
to date are regarded as being reduction of the original 
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BALANCE SHEET as at 30th June, 1961 
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1960 


SHARES IN SUBSIDIARY 


SHARE CAPITAL 


680,718 


At Cost (Note 6) 


680,718 


Authorised and Issued 


2,400,000 Shares of 55. each, fully paid 


600,000 


CURRENT ASSETS 
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Profit and Loss Account 


63,190 


SUSPENSE ACCOUNT (Note 4) 


36,791 








CURRENT LIABILITIES 


Bank Overdraft 


DINGWALL L. BATESON } Directors. 


HUGH T. NICHOLSON 


(Secured) 
g to Subsidiary .. vs 
Sundry Creditors and Accrued Charges 


Amount owin 
Current Taxation 


The Annexed Notes form part of these Accounts 


170,767 








£858,751 
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cost. The group's taxation position is under discussion 
with the Inland Revenue and has not been agreed since 
the subsidiary started trading in 1959. 

The parent balance sheet, it will be noted, carries a 
bank balance of £111,677 — but the amount is held 
by the bank as collateral security which is challenged. 


Suspense 

The suspense account of £63,190 represents two 
cheques for £8,750 and £4,000 paid to Harewood & 
Co in 1959, and £50,440 bank interest and charges 
paid in connection with the £500,000 bank loan. A 
further £1,653 of Harewood & Co indebtedness in 
respect of property transactions produces the £64,843 
in suspense in the consolidation. The directors are 
not able to express an opinion as to the value of this 
account and all the transactions are still under inquiry. 
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Atthe meeting, Sir Dingwall said the proceedings in 
connection with the £500,000 were still sub judice 
and the action had not yet reached the Courts. 'T'he 


"board, he said, was unable to pursue a policy of selling 


the properties because the deeds were held by the 
bank. But management of the properties through 
agents continued. 

Group profits, said Sir Dingwall, had been sub- 
stantially affected by special taxation provisions 
required during the first years of the subsidiary's 
trade because the first year's profits provided the basis 
for assessing tax for the first three fiscal years. 'The 
appropriate amounts had been shown separately in 
the profit and loss account, but the company's 
taxation affairs were ‘extremely complex’. 

Under these circumstances the accounts, as we 
said at the beginning, offer hardly more than a 
‘glimpse’ of the situation. 





RELIABLE PROPERTIES LIMITED AND ITS SUBSIDIARY COMPANY 


REPORT OF THE AUDITORS 
TO THE MEMBERS OF RELIABLE PROPERTIES LIMITED 


Attention is drawn to the Notes [below] which contain materia! reservations concerning the annexed Accounts. 

We have audited the annexed Balance Sheet and subject to the reservations in the Notes, have obtained all the information and explanations which 
we considered necessary. In our opinion proper books have been kept and the Balance Sheet is in agreement therewith. 

We have examined the annexed Consolidated Balance Sheet and Consolidated Profit and Loss Account. 

No provision has been made in these Accounts for possible liability for the bank loan of £500,000 referred to in Note | (b) nor for any resulting loss 
which may be irrecoverable. Subject to this remark and to the reservations in the Notes, in our opinion the Balance Sheet and Consolidated Accounts 
comply with the requirements of the Companies Act, 1948, and give a true and fair view of che state of affairs of the Company and of the Group as at 
30th June, 1961, and of the profit of the Group for the year ended on that date. 


121, Queen Victoria Street, 
London, Е.СА, 
Ist May, 1962. 


BINDER, HAMLYN & CO, 
Chartered Accountants. 





NOTES ON THE ACCOUNTS 


1. (2) Leasehoid Properties 


No provision has been made for amortisation of the leases all of which have 72 years or more to run. 


(b) *'Cheque far £500,000”? 


On the 24th August, 1959, a cheque for £500,000 was drawn on the Company's bank account in favour of Harewood & Со. The Bank debited this 
cheque to the Company, and took as security Deeds and documents relating to leasehold properties of the Company's Subsidiary. 
The Company contends that the drawing of chis cheque and the application of its proceeds were unauthorised and that the security given to the 


Bank is invalid. 


Proceedings to establish the rights and claims of the Company and the Subsidiary arising out of these transactions have been commenced by a 
writ issued in the High Court of Justice, Queen's Bench Division, on the [6th May, 1961. 
Accordingly, the Accounts exclude the transactions which are the subject of the writ, and the whole of which are repudiated by the Company 


and the Subsidiary. 


2. Premium. Excess of the cost to the Company (viz. £667,370 paid in cash plus costs) of the share capita! of the Subsidiary over the net assets of the 


Subsidiary taken at book values as at date of acquisition. (See Note 6.) 


The Subsidiary is a property dealing Company and its profits less losses on realisations over and above the cost of its properties will be liable to taxation 
and for this reason the Directors are not able to express an opinion as to the value of the premium. 


3. Bank Balance. The Company's bank balance of £111,677 is held by the bank as collateral security which 15 challenged. 


4. Suspense евон The items included under this heading comprise the following:— 














Е 

Harewood & Со. ` 
8,750 Amount paid by cheque, I2th August, 1959 .. p m а ss m .. IL s sis е 8,750 
4,000 Amount paid by cheque, !Ith September, 1959 si EM s zi. МА T “A аА уз ae , 4,000 
24041 Bank interest and charges paid in connection with the bank loan of £500,000 referred to in Note 1 (b) above of T 50,440 
36,79! Parent Company's Balance Sheet РА zs .. sá 5 . EX ae 2n $e T is 63,190 

Harewood & Co. 

1,653 Indebtedness in respect of property transactions — .. .. . . .. š . .. .. T is 1,653 
£38,444 Consolidated Balance Sheet .. vs ES s Е 2% y 2 ES an "s A .. #64,843 


The Directors are not able to express an opinion as to the value of this account and all the transactions are still under enquiry. 


5. Taxation. No provision has been made for taxation in respect of any property transactions as the partial realisations to date are regarded as being in 
reduction of the original cost. The taxation position of the Group is under discussion with the Inland Revenue and has not been agreed since its Subsidiary 


commenced to trade in 1959. 


6. Sharesin Subsidiary. The cost of che shares was equal to the total of the professional valuations of the leasehold properties and furniture and fittings 
of the Subsidiary at the time of acquisition in June, 1959, plus the stamp duty paid on the transfers of the shares. 
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CITY NOTES. 


"НЕ overall mood of stock-markets still seems to 
be largely one of “wait and see'. That is parti- 
cularly true of the situation on Wall Street. With a 
clear picture of what a break on this centre can do to 
London markets, investors naturally have more than 
a weather eye on the American centre. 

Politics continue to play quite an important part. 
The disenchantment with the Government evidenced 
at recent by-elections, and some vague talk of a snap 
election some time before the present administration's 
term runs its course, all produce uncertainty. 

Meanwhile, however, two opposing ends of the 
market show up well. British funds continue to have 
an investment following, buyers seeing certain capital 
appreciation plus yield in good dated issues, while on 
the other hand gold shares are still being bought, not 
only as a hedge against the American situation but 
also on more favourable news from South Africa. 

It remains to be seen how long the present uneasy 
mood will last, but all the time company results tell 
of reduced profit margins, and emphasize the diffi- 
culty of off-setting rising costs — particularly wages — 
investment will naturally remain selective and any 
recovery is likely to be somewhat tender. 


` RATES AND PRICES 
Closing prices, Wednesday, June 13th, 1962 


Tax Reserve Certificates: interest rate (28.4.62) 232% 


Bank Rate 
Oct. 27, 1960 54% Nov. 2, 1961 6% 
Dec. 8, 1960 5% Mar. 8, 1962 51% 
July 26, 1961 79; Mar. 22, 1962 596 
Oct. 5, 1961 6%% April 26, 1962 44% 
s Treasury Bills 
April 6 £4 78 62d% Мау 11 £3 19s 8-71d% 
April 13 £4 6s 8-54d% May 18 £3 175 r'osd 7, 
April 19 £4 55 4:31d% May2s £3 165 3°81d% 
April 27. £4 rs o's4d% .Juner £3 15s 7'08а% 
May 4 £4 1s 9°72d% June 8 £3 155 o'284% 
: $ Money Rates 

Day to day 21-319; Bank Bills 
7 days 23-35% 2 months 3-4% 
Fine Trade Bills 3 months 38-4% 

3 months . 51-6 % 4 months 38% 

4 months 52-69% 6 months 35-4 25 

6 months 51-617; 

Foreign Exchanges 
New York 280-4} Frankfurt 1r22-l 
Montreal 3:06- Milan 17431 
Amsterdam 10'12}-4 Oslo 20:031-3 
Brussels 139-66 Paris 13-753 76+ 
Copenhagen 19°34¢-4 Zürich 12:118—'12% 
Gilt-edged 

Consols 4% 6314 Funding 3% 59-69 84 
Consols 2$ 75 407% Savings 3% 60~70 814 
Conv'sion 5192 1974 915 Savings 3% 65-75 72$ 
Conversion 5% 1971 911ха Savings 24% 64-67 884 


Treasury 54 % 2008-12 004 
Treasury 5% 86-89 84 

Treasury 34% 77-90. 
Treasury 3% & 79-81 71 


Conversion 3$ 9; 1969 87 5 
Conversion 34% . 55 
Exchequer 54% 1966 1004} 
Funding 5$ % 82-84 до ха 


Funding 4% 60-90 88 Treasury 24% 40d 
Funding 329 99-04 бот Victory 4% 96$ 
Funding 3% 66-68 87% War Loan 34% 55% 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hald himself responsible for 
the opinions expressed. 


How to Decimalize the Currency 


S, – I whole-heartedly support The Association of 
Certified and Corporate Accountants’ recommenda- 
tion for a one hundred-penny unit. This support is 
based on personal experience of decimalizing British 
currency on a similar basis. In the early 19305 I 


$ 


T 


worked as an accountant in Trinidad where the > 


British West Indies dollar of one hundred halfpennies 
was in common use, At that time the legal currency 
was British £ s d; £x and ros notes circulated simul- 
taneously with bank-notes for multiples of British 


. West Indies dollars of one hundred halfpennies (ог 


cents, as halfpennies were known locally) and the 
coins in use were British silver and bronze. 


Shop prices, wages and fares were all quoted in 
British West Indies dollars and cents (i.e. halfpennies), 
but shop assistants had no difficulty in using British 
coinage and giving change for it. Accounts were 
mostly kept in British West Indies dollars but £ s d 
was also used for invoices etc., relating to external 
transactions and for all Government business. Locally 
recruited account clerks had no difficulty in rapid 
conversion of amounts in f s d into British West 
Indies dollars for making entries in the books nor in 
converting local dollars to £ s d. All these things 
should be even easier using a hundred-penny unit 
instead of a one hundred-halfpenny unit. 


Since those days, the British West Indies dollar has 
become the legal currency thefe, and decimal scale 
coins have been introduced, but my experience 
showed clearly that the one hundred-penny unit can 
be introduced side by side with f s d; can be run in 
conjunction with it without inconvenience and then 
can take over from it completely. No real problem 


№ 


arises from the use of old-style coins with the new sẹ 


unit nor, given a little practice, is there any difficulty 
in associating amounts in £ s d with amounts in one 
hundred-penny units or vice versa. 


Yours faithfully. 
f H. W. FISHER, F.c.a. 
` London WC2. 


< 
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Taxation Case. 


A full report of the case summarized in this column 
will be published, with a Note on the Judgment, in 
the ‘Annotated Tax Cases'. . 


Jarrold v. John Good & Sons Ltd . 

In the High Court of Justice (Chancery Division) 

May 25, 1962 
(Before Mr Justice PENNYCUICK) 
Income tax — Capital allowances – Machinery or plant 
— Initial allowance — Annual allowance — Movable par- 
tétions in office – Whether plant- War Damage Act, 
1943, sections 6 (т) (а), ro3 (5)— Income Tax Act, 
1952, sections 271, 279, 280. 

The respondent, a shipping agent, had a depart- 
mentalized business, and the-number of employees 
working in each department varied from time to time. 
In addition, the gain or loss of an agency involved 
the setting up of a new departnient ог the closing of 
an existing one. It was a cordmercial necessity that 
the respondent's office accómmodation should be 
flexible, so that the section. devoted to any particular 
department could be increased or diminished as 
occasion required, : 


The respondent owried and occupied a steel- 
H 
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frame building, part of which was used as a warehouse 
and part as offices. Pursuant to his instructions the 
architect planned a large open floor Space in the office 
part, in which partitioning could be erected in order 
to sub-divide the space as required. The partitioning 
consisted of metal ribs with insets of hardboard 
sheeting and with doors and windows; and the 
partitioning was screwed to the floor and ceiling, but 
was not fixed laterally tó the building. To extend ог 
diminish the size of any room the partitioning was 
detached: from the floor and ceiling and moved and 
re-fixed at the place required for adjusting the-size 
of the room. These adjustments could be made by 
the respondent’s normal maintenance staff. ` 

The respondent contended that the partitioning 
was plant for the purposes of Chapter Ц of Part X 
of the Income Тах Act, 1952; and that the cost of the 
partitioning, £5,618 13s 3d, qualified for the initial 
allowance given by section 279 and for the annual 
allowance given by section 280. 'The appellant 
contended that the partitioning was neither machi- 
nery nor plant within the meaning of those sections, 
in that it was part of the building in which the 
respondent's business was carried on, and not part 
of the apparatus used in the building. Тће General 
Commissioners decided in favour of the respondent. 
. Held: the General Commissioners’ decision was 
Correct. ` 


INTERIN ATIONAL FISCAL ASSOCIATION 
f United Kingdom Branch 


'The report of thef United Kingdom Branch of the 
International Fischl Association for 1961-62 which 
was presented at „the annual general meeting of the 
Branch held in London recently, states that member- 


ship during the fear again showed a further increase. 







Annua] Congress 

А delegKtion of ten members including the Chairman, 
Mr JA. G. Davies, LL.B., attended the 1961 annual 
соп бтеѕѕ at Jerusalem (reported in The Accountant 
off September 23rd, 1961). British national reports 
"were made by Mr D. Davidson, A.C.A., and Mr 5. H. 


. Robinson, B.COM.(LOND.), F.C.A. 


Branch Meetings 


During the year, seven discussion meetings were held. 
At the first of these meetings Mr Davidson gave an 
account of the Israeli Congress. This was followed by 
a paper dealing with the x962 congress to be held in 
Athens in September next, entitled *Fiscal problems 
arising in relation to international investment com- 
panies or investment trusts', by Mr R. 'T. Esam. Other 
meetings were addressed by Dr Van Hoorn, Jun. 
(The harmonization of fiscal policy их the Common 
Market); Professor G. S. A. Wheatcroft (Discussion 
upon a recently decided case); Mr H. Hudson (Some 
aspects of Anglo-American fiscal relations); Mr G. R. 
East, c.M.G. (Variations in United Kingdom compre- 
hensive double taxation agreements from the general 
pattern); Mr M. H. Bresch, LL.B. (А critical examina- 


tion of some leading United Kingdom tax cases їроп 
the subject of contingent liabilities); and Mr Taylor- 
Gooby (‘As it seems to me’; some reflections on the 
Revenue approach). 

Attendance at discussion meetings has been extremely 
good and it is hoped to develop this feature of branch 
activities. In furtherance of this development it is 
proposed to hold a tax seminar in the autumn. 


x962 Congress 
'The annual congress will be held in Athens this year 
from September roth to 14th. The two subjects for 
discussion will be ‘Fiscal problems arising in relation 
to international investment companies or investment 
trusts’ and ‘Fiscal régime on import and export of 
merchandise’. 
Branch Officers 
Mr Charles V. Aston, Е.С.А., continues to be President 
of the Branch. 

Mr А. G. Davies was re-elected Chairman and 
the following were elected to serve on the committee: 
Mr Douglas A. Clarke, LL.B., F.C.A., Mr A. Dale, 
F.A.C.C.A., Мг R. T. Esam, Mr C. D. Hellyar, ғ.С.А., 
Mr H. J. Hinves, r.c.1.s., Mr E. J. Offord, F.a.c.c.a., 
Mr D. E. Richards, Мг H. Ward, А.А.С.С.А., and 
Professor G. S. A. Wheatcroft. 

Mr Donald І. . Main, F.C.4., of Messrs Pannell, 
Crewdson & Hardy, 9 Basinghall Street, London EC2, 
was re-elected honorary secretary from whom further 
details of activities of the Branch may be obtained. 
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SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 
| Election of President and Vice-President 


At special and ordinary meetings of the Council held on 
Wednesday, June 6th, 1962, at the Hall of the Institute, 
Moorgate Place, London EC2, there were present: 

Mr P. F. Granger, President, in the Chair; Mr P. F. Carpenter, 
Vice-President; Messrs J. F. Allan, W. L. Barrows, T. A. 
Hamilton Baynes, Н. A. Benson, с.в.в., Sir William Carrington, 
Messrs G. T. E. Chamberlain, D. А. Clarke, J. Clayton, C. 
Croxton-Smith, W. С. Densem, S. Dixon, W. W. Fea, Sir 
Harold Gillett, Bt, м.с., С. С. С. Goult, L. C. Hawkins, J. A. 
Jackson, H. О. Johnson, W. H. Lawson, с.в.в., В. B. Leech, 
м.в. В. McNeil, J. H. Mann, M.B.E., W. Bertram Nelson, 
C.B.E., W. E. Parker, c.B.E., C. U. Peat, m.c., Е. E. Price, L. У. 
Robson, Sir Thomas Robson, M.B.E., Messrs J. D. Russell, R. G. 
Slack, D. Steele, J. E. Talbot, A. G. Thomas, А. H. Walton, V. 
Walton, F. J. Weeks, M. Wheatley Jones, E. F. G. Whinney, 
J. C. Montgomery Williams, R. P. Winter, Све, M.C., Sir 
Richard Yesbsley, све. 


ELECTION OF THE PRESIDENT 


'The President: Gentlemen, the first item on the agenda 
of the ordinary meeting is to elect a President and Vice- 
President for the ensuing year. I call upon Sir Thomas 
Robson. 


Sir Thomas Robson: It is my privilege today to be one 
of the last to address you as ‘Mr President’, for in a few 
minutes from now you will have joined those of us who as 
past Presidents have watched with admiration your conduct 
in the chair and the way in which you have represented the 
Institute to*the world outside. (Hear, hear.) 

'The days are past when the senior past president would 
have made a long speech in nominating your successor in 
the presidency. My duty is to come straight to the point, 
make some brief comments and ask leave for my seconder 
to give his tribute to the member whose name I will submit 
for consideration by the Council. 

The Council will not be surprised when I formally 
propose, as I shall shortly do, that your Vice-President, 
Mr Percy F. Carpenter, be elected President of the Institute 
for 1962-63. (Hear, hear.) 

In proposing his election as Vice-President last year Mr 
Donald House extolled Mr Carpenter’s virtues, qualities 
and general suitability for the office and gave a summary of 
his career and his previous work for the Institute. The 
passage of one further year has merely enhanced his quali- 
fications. We have seen him in action and are fully satisfied 
that he is in every respect ready and fitted to preside over 
our deliberations and to represent us in all our external 
relations, particularly in this year of the International 
Congress at which he will be the leader of our delegation. 

I see that Mr Carpenter passed his Final examination 
and was admitted to membership of the Institute at the 
same time as I was myself. He has borne his load of forty 
years with equanimity and distinction and I have no doubt 
that, if you elect him as President, he will bear equally well 
the additional strain of occupying the chair from which all 
the past Presidents have been so proud to guide the Council, 

To him I tender our sincere good wishes and promises of 
support and I now formally submit the proposition which 
with your permission will be seconded by Mr Montgomery 
Williams. (Applause.) 


Mr J. C. Montgomery Williams: Mr President, I am 
very happy indeed to be afforded.the privilege of seconding 
the resolution which has just been proposed by Sir Thomas 


Robson, and I hope it does not sound presumptuous for 
me to say that I heartily endorse all his comments. 

As Mr Donald House remarked when proposing Mr 
Carpenter's election to the Vice-Presidency last year, it is 
true to say that he has been continuously a member of some 
committee or other connected with the Institute's affairs 
for over forty years. He was elected to the committee of the 
Students Society of London in 1921, becoming its chairman 
two years later; and subsequéntly acted as Hon. Secretary 
to the Union of Students Societies, whilst he was the first 
chairman of the London and District Society of Chartered 
Accountants. He was elected to the Council in February 
1947, and since then, gentlemen, he has served on new fewer 
than twelve of its committees and I have no doubt on 
numerous sub-committees also, and has acted as chairman 
or vice-chairman of at least four of them, while for five years 
he was concurrently a member of the Taxation and Research 
Committee. Furthermore, he has been nominated to 
represent the Institute on a number of committees dealing 
with matters of national importance in the realms of 


.education and commerce. Mr Carpenter has, in addition, 


numerous outside interests, such as being a Fellow of the 
Royal Statistical Society, Under-Warden of the Guild of 
Freemen of the City of London, and a Liveryman of the 
Worshipful Company of the Mak2rs of Playing Cards. Mr 
Carpenter is also an Honorary Fellow of the Zoological 
Society of London. E 

But, gentlemen, it is not so much for what Mr Carpenter 
has done in the past as to what we &now he is capable of 
doing in the future, and І say this with the happiest confi- 
dence, that we are about to honour him today. I know, as 
you all know, that he will preside over our deliberations 
here, and also represent us elsewhere; particularly, as Sir 


Thomas Robson has said, at the Intertjational Congress іп. 


New York, with the wisdom, dignity and charm of person- 
ality which he has shown in such abundance as our Vice- 
President and which makes us all so“very-proud to serve 
under him. Mr President, it is with the greatest possible 
pleasure that I second the resolution that Mr Percy Krederick 
Carpenter be elected President of the Institute ier the 
ensuing year. (Applause.) 


The motion was carried with acclamation. 


Mr Carpenter was then invested with the badge of 
office, took his seat in the Chair and said: 

Sir Thomas, Mr Montgomery Williams, I should like to 
thank you first of all for the very kind words you have used 
in proposing my election. 

Gentlemen, you have today paid me a very great honour 
which is in fact the highest honour the members of a 
profession can give to one of their number. 

It would be untrue to say that this is the fulfilment of a 
life's ambition. I indeed wonder how it has come about. 
I have now for more than forty years served continuously 
on one Committee or another connected with the Institute, 
and I was, I think, fortunate in serving my articles in an 
office which was always very Institute minded. I also feel 
I owe a great deal to my father and my elder brother, both 
of whom were members of the Institute and who both 
passed on at a comparatively early age. 

I was talking to one of our members recently who in 
some ways I think was typical of our membership, and he 
told me that he had never taken any active part in Institute 
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affairs, but that he had always been very proud to be able 
to call himself a chartered accountant because of the very 
high standards which the Institute had always maintained. 
I think that as a Council we merit that compliment, and I 
feel that in these days when there is a tendency to a lowering 
of standards, both in public and private life, and where so 
often expediency takes the place of principle, it is one of the 
duties of the professions, including our own, to help in the 
maintenance of standards. 

I think the Council can look forward to an interesting and 
busy year. Apart from our domestic affairs, we have in the 
international field, the Congress in New York this autumn, 
and the preparations for the European Congress to be held 
in Edinburgh in the autumn of 1963. It may well be that we 
shall also be concerned more and more with the problems of 
the Common Market. 

In home affairs we shall be taking part in the National 
Productivity Year; we expect that the report of the Jenkins 
Committee will give us food for thought. 

Coming now to our domestic affairs, our ordinary busi- 
ness will continue to include looking after the interests of our 
35,000 members, together with some 15,000 articled clerks; 
we shall have our examinations, our two Summer Courses, 
our public relations, our library, to say nothing of the 
matters which the Parliamentary and Law Committee will 
be putting forward out of the score or so items they have, 
and always seem to have, under current consideration; the 
further consideration and implementation in whole or in 
part of the report of the Education and Training Committee; 
the Small Practitioner inquiry; the report of the Technical 
Activities Committee, the Committee on Relations with the 
Universities, and our Building Development. 

I think it is clear from a mere recital of these matters that 
no one would willingly accept the office of President if he 
were not assured of the help and support of all his colleagues 
on the Council. 

I think we should remind ourselves from time to time 
that a resolution to appoint a committee or a subcommittee 
or even the actual setting up of a committee, does not in 
itself achieve very much, if anything. It is only when the 
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committee has reported and action taken, or even a decision 
reached to take no action, that any progress is made, and 
with many of the difficult problems we have to face this 
must necessarily involve a very considerable amount of 
thought and consideration often over a lengthy period. 

Our Secretary is retiring in a few months’ time, but I am 
confident that he has built up an organization which will be 
able to carry the heavy burden which they will have to face 
during the coming year. 

I should like to acknowledge the great help I have had 
during the past year from my own partners and staff, and 
which I know will be forthcoming in the future. I hope I 
may be forgiven if I trespass for a moment on someone else’s 
ground, but I should like to thank Paul Granger and Mrs 
Granger for the many kindnesses I have received from 
them. I thank you all. (Applause.) 


ELECTION OF VICE-PRESIDENT 


The President: The next item on the agenda is the 
election of the Vice-President. I call upon Sir William 
Carrington. 


Sir William Carrington: Mr President, gentlemen, we 
are enjoined by the Book of Common Prayer that marriage 
is not to be entered upon lightly and I suggest that a like 
care and caution should be envisaged in regard to the 
appointment of a Vice-President of this Institute. No task 
falling upon the Past Presidents is treated more seriously 
than that of deciding who shall be proposed for. this 
important office — a bad choice could have such far-reaching 
consequences whilst a good one can do so much to maintain 
and enhance the status of the profession and the prestige of 
the Institute. 

The name I am to submit for your consideration is that 
of one whom I have no hesitation in commending to your 
full support. It is of one who hails from a part of the 
country that may be regarded as one of the best breeding 
grounds for distinguished presidents – you have already 
heard one of its products this morning in the person of Sir 


Mr Percy F. Carpenter, F.c.A. (right), is installed as President of the Institute for the ensuing year by 
Mr Granger, the retiring President 
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Thomas Robson. My nomination is that of our good friend 
and colleague Robert Pearson Winter whose record of 
service to his country, his county and city and to this 
Institute are such as to identify him most clearly as a man 
of great courage and integrity who throughout his career 
has placed service before self. 

He was born in 1897, educated at Mill Hill, articled to his 
father in September 1914, on war service from September 
1st, 1915, to February 11th, 1919, during which period he 
served in France, Belgium and Italy and was awarded the 
Military Cross for services in the battle of the river Piave 
in 1918. After that hectic interruption to his articles the then 
young Winter returned to his father's office in Newcastle 
upon Tyne and proceeded to qualify by passing his Final 
examination in November 1920. By 1940 he was President 
of the Northern Society of Chartered Accountants, which 
office he held until 1942 and again in 1951; this denotes 
service of no mean order to his district society. 

In 1952 came election to this Council and since then 
Robert Winter has served on the Applications Committee 
of which he is presently chairman, and on the District 
Societies, Library, Disciplinary and General Purposes 


Committees so that he has had that good all-round experi- _ 


ence of the work of this Council and its committees which is 
one qualification required of a Vice-President of this 
Institute. Robert Winter also possesses the other requisite 
qualifications; he has a record of distinguished service to 
the County of Northumberland and the City of Newcastle 
which I think may be referred to in great detail by a sub- 
sequent speaker, and above all he has a modest and charming 
personality which endears him to all who have the privilege 
of being associated with him. 

It is therefore with very real pleasure that I propose that 
Mr Robert Pearson Winter, C.B.E., M.C., T.D., F.C.A., be 
elected Vice-President of this Institute for the ensuing year. 
(Acclamation.) 


Mr M. Wheatley Jones: Mr President, I have very great 
pleasure in seconding the resolution which Sir William 
Carrington has just proposed, that Mr Robert Pearson 
Winter be,elected our Vice-President for the coming year. 

Sir William has referred in proper detail to Mr Winter’s 
career in this profession and to his services on this Council. 
He ‘has also mentioned more briefly his war services, but I 
think I should tell you that Mr Winter’s military career has 
lasted almost as long as his career in the profession. He 
commanded his regiment from 1934 to 1938 and was a 
member of the staff for the following four years until 
1942, and he is still chairman of the Territorial Auxiliary 
Forces Association in Northumberland. But that is not all; 
his services to his native Northumberland have been truly 
prodigious. He has been a Justice of the Peace since 1948 
and Deputy-Lieutenant of the County since 1953; and he 
still finds time to maintain an interest in boys’ clubs, and 
given his active help to quite a wide range of charities. 

Mr President, those of us who have been privileged to 
serve on committees with Mr Winter know that quiet 
and unassuming manner masks but by no means hides very 
great ability, I feel sure that if elected he will make a worthy 
and charming successor to those very distinguished men 
who have already held this high office, and it is with full 
confidence as well as pleasure that I second the resolution. 
(Applause.) 


The motion was carried by acclamation. 


Mr Winter: Mr President, gentlemen, I must first thank 
you for the very great honour which you have done me in 
electing me Vice-President of the Institute, and I would 
especially thank Sir William Carrington and Mr Wheatley 
Jones for proposing and seconding my nomination, and for 
the very kind things they said about me. 1 

As you have heard, I come from the far north and it has 
been a very great privilege and an experience to serve on this 
Council during the last ten years. I have learned a lot about 
the workings of the Council and a great deal about my 
profession, and now today you have thought fit to elect me 
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to this high office, and I feel very proud and not a little 
humble. Proud because I like to think that in honouring 
me you are honouring my own district society to which 
I owe quite a lot; and humble when I think of those eminent 
members of Council who are my predecessors in this chair, 
and I remember my own limitations. 

Well, gentlemen, all I can say is I will try my best to 
justify the confidence you have placed in me and to you, 
Mr President, may I offer my own congratulations and 
wish you a very happy and successful year. It will be a great 
privilege to serve under you and carry out any duties which 
you may delegate to me. Thank you. (Applause.) 


Vote of Thanks to the Retiring President 


Mr W. G. Densem: Mr President, gentlemen, I have today 
the pleasant task to perform of moving a vote of thanks to the 
retiring President, but may I first add my congratulations 
to you, Mr President, and to you, Mr Vice-President, and 
wish you both health, happiness and success in your periods 
of office. It is a privilege to be allowed to express on behalf 
of the members of the Council something of the regard and 
affection which we all have for Paul Granger. 

'This last year has been a heavy one and at times a 
difficult one. Important matters have been concluded and 
others initiated and much valuable spade-work done. 

During the past two years as Vice-President and then as 
President, Mr Granger has not shirked the many calls 
upon his time and energies. Throughout he has displayed 
the dignity, innate courtesy and sensibility so characteristic 
of successful holders of high office. 

His kindliness and approachability have been very 
helpful in strengthening links with members as they have 
found him an understanding listener. 

Our grateful thanks are due to Mrs Granger for her 
gracious presence at many functions. I hope Mr Granger 
will convey our thanks to her. 

I now move that a hearty vote of thanks be accorded to Mr 
Granger for his valuable services to our Institute as President 
and I ask Mr Russell to second this motion. (Acclamation.) 


Mr J. D. Russell: Mr President, I welcome this invita- 
tion to second the vote of thanks to Mr Granger. May I 
first, sir, offer you my congratulations on your appointment 
and to the Vice-President on his appointment. I wish you 
the very best of good fortune for the coming year. 

It is, though, to the past year that I have been asked to 
refer and in many different ways 1961-62 has been a 
memorable one for many of us, but under Mr Granger's 
presidency the whole Institute has surely had as happy a 


time as any of us can remember. This due not 
only to the skill and wisdom with which he has guided our 


affairs but to his warmth of feeling. His efficiency is matched 
by kindliness and understanding not only for the younger 
members here but in the country as well. 

Mr President, I have much pleasure in seconding this 
vote of thanks and I have no doubt it will be carried by 
acclamation. ( Applause.) 


Mr P. Granger: Mr President, I would also like to 
congratulate Mr Winter on being elected Vice-President. 
He will have a very happy time with you. 

You feel at the end of a year as President as if you had 
been put through a mangle and have emerged rather 
straightened, but two things arise. One is gratitude and the 


other is pride. This Institute is a great Institute, there is no | 


doubt about that, and it is a very proud thing to have been 
at the head of it for one year. Тће other thing is the very 
great kindness you meet wherever you go, and this is what 
I include in the gratitude, not only from members of the 


Council but from district society committees and their ` 


members, their articled clerks — altogether it has been a 
wonderful year. 

I conclude by thanking you all for the help you gave me 
while I have been in the chair, in Council and outside. 
Nobody can do this job without that help. I would also 
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like to thank Alan Maclver and all the members of the staff 
in whatsoever capacity they act for the help they also gave. 
Thank you also for the remarks about my wife and thank 
you all as members of the Council for entrusting me with 
such a wonderful job. (Applause.) 


The Stock Exchange, London 


'The Council approved, for issue in due course for insertion 
in the Members Handbook, a statement regarding the 
responsibilities resting upon accountants under the revised 
Rule 794 of the Stock Exchange, London. 


Church of St Margaret, Lothbury, London EC2 


'The Council approved of a donation of fifty guineas being 
made by Тће Chartered Accountants General Charitable 
“Trust towards the cost of essential renovations to the 
Church of St Margaret, Lothbury. The Institute's annual 
church service will be held there on Wednesday, July 4th, 
1962, at 12.45 p.m. 


Appointments to Committees 
The following Committees were appointed for the year 


= 1962-63: 


í 
s 
и 


< 


- Fea, H. 


President ex officio member of all Committees other than 
the Disciplinary and Investigation Committees. 
Vice-President ex officio member of all Committees other than 
the Disciplinary, Investigation and P. D. Leake Committees. 


Applications 
E. Baldry, G. T. E. Chamberlain, C. Croxton-Smith, G. G. G. 
Goult, J. S. Heaton, R. B. Leech, E. N. Macdonald, R. McNeil, 
J. H. Mann, R. G. Slack, А. G. Thomas, V. Walton, M. Wheatley 
Jones, R. P. Winter, E. K. Wright. 


Articled Clerks 
J. F. Allan, T. A. Hamilton Baynes, J. H. Bell, H. O. Johnson, 
H. L. Layton, R. P. Matthews, Bertram Nelson, C. U. Peat, R. G. 
Slack, V. Walton, M. Wheatley Jones, E. F. G. Whinney. 


Consultative Committee of Members in Commerce and Industry 
J. Ainsworth, C. W. Aston (c), J. Cartner (t), E. M. Clayson (c), 
J. Clayton, E. Hay Davison, S. Dixon, W. F. Edwards (c), W. W. 
P. Finn (c), L. C. Hawkins, P. D. Irons (c), Sir Joseph 
Latham (c), A. H. Proud (t), J. C. Walker (c), F. J. Weeks, an 
the Chairman or Vice-Chairman of the General Purposes 
Committee. 


(c) Co-opted members. 
(t) Nominated by Taxation and Research Committee. 
Disciplinary 
E. Baldry, W. L. Barrows, T. A. Hamilton Baynes, Sir William 
Carrington, D. A. Clarke, Sir Harold Gillett, J. H. Mann, R. P. 


Matthews, Bertram Nelson, M. Wheatley Jones, Е. Е. G 
Whinney, R. P. Winter. 


District Societies 


Examination 
T. A. Hamilton Baynes, P. F. Carpenter, G. T. E. Chamberlain, 
D. A. Clarke, E. Hay Davison, W. G. Densem, J. Godfrey, J. S. 
Heaton, D. V. House, J. A. Jackson, R. McNeil, J. E. ‘Talbot, 
A. H. Walton, V. Walton. 


Finance 
J. Ainsworth, W. L. Barrows, J. H. Bell, Sir William Carrington, 
D. A. Clarke, J. Clayton, 5. Dixon, Sir Harold Gillett, L. С. 
Hawkins, H. L. Layton, R. P. Matthews, F. E. Price, J. D. 
Russell, A. H. Walton, F. J. Weeks, J. C. Montgomery Williams, 


General Purposes 
W. L. Barrows, H. A. Benson, Sir William Carrington, Sir Harold 
Gillett, P. F. Granger, W. H. Lawson, R. McNeil, S. J. Pears, 
C. U. Peat, L. W. Robson, Sir Thomas Robson, M. Wheatley 
Jones, R. P. Winter, Sir Richard Yeabsley, and the Chairman or 


ACCOUNTANT 


781 


Vice-Chairman of the Finance Committee, the Investigation 
Committee, the Parliamentary and Law Committee, and the 
Consultative Committee of Members in Commerce and Industry. 


Investigation 
C. P. Barrowcliff, C. Croxton-Smith, W. G. Densem, D. V. 
House, J. A. Jackson, S. J. Pears, L. W. Robson, J. E. Talbot, 
J. C. Montgomery Williams. 
Library 

T. A. Hamilton Baynes, J. H. Bell, С. T. E. Chamberlain, D. A. 
Clarke, J. Godfrey, G. G. G. Goult, J. S. Heaton, H. O. Johnson, 
R. B. Leech, F. E. Price, E. F. G. Whinney. 


Overseas Relations 
W. L. Barrows, Sir William Carrington, D. A. Clarke, W. G. 
Densem, W. H. Lawson, H. L. Layton, R. G. Leach (c), W. E. 
Parker, S. J. Pears, Sir Thomas Robson, Sir Richard Yeabsley, 
and the Chairman of the Parliamentary and Law Committee. 


(c) Co-opted member. 


Parliamentary and Law 
H. A. Benson, Sir William Carrington, J. Clayton, E. Hay 
Davison, W. G. Densem, S. Dixon, W. W. Fea, W. H. Lawson, 
R. G. Leach (c), E. N. Macdonald, W. E. Parker, S. J. Pears, 
Sir Thomas Robson, D. Steele, J. E. Talbot, F. J. Weeks, E. K. 
Wright. 
(c) Co-opted member. 


Public Relations 


. F. Allan, J. Clayton, Sir Harold Gillett, C. U. Peat, E. F. G. 

hinney, E. K. Wright, and the Chairman of the General 
Purposes Committee, the Articled Clerks Committee, the District 
Societies Committee, the Finance Committee and the Consulta- 
tive Committee of Members in Commerce and Industry. 


P. D. Leake 
W. L. Barrows, Bertram Nelson, D. Steele, E. F. G. Whinney. 


Relations with the Universities 
P. F. Carpenter, Sir William Carrington, E. Hay Davison, S. 
Dixon, J. S. Heaton, J. A. Jackson, Bertram Nelson, R. G. Slack, 
А. H. Walton, E. K. Wright. 


Summer Course 
T. A. Hamilton Baynes, P. F. Carpenter, W. W. Fea, J. S. 
Heaton, D. V. House, J. A. Jackson, E. N. Macdonald, & Н. 
Mann, А. С. Thomas, А. H. Walton. 


London and District Society of Chartered Accountants 


Тће following members were appointed by the Council to 
serve on the Committee of the London and District Society 
of Chartered Accountants for the ensuing year: 

D. V. House, J. H. Mann, J. D. Russell. 


Taxation and Research Committee 


The following Council appointees on the Taxation and 
Research Committee were appointed for the year 1962-63: 
G. R. Appleyard, L. H. Clark, S. M. Duncan, W. F. Edwards, 
R. W. Road. J. W. Margetts, G. P. Morgan-Jones, J. Perfect, 
D. W. Robertson, C. Romer-Lee, J. G. Vaughan, J. A. P. 
Whinney. 


Registrations of Articles 
The Secretary reported the registration of 173 articles of 
clerkship during the last month, the total number since 
January Ist, 1962, being 1,022. 


Admissions to Membership 
'The following were admitted to membership of the Institute: 


Dean, William John, A.C.A., 21962; Pale Farm House, Chipper- 
field, Kings Langley, Herts. 

Knowles, John Edgar, А.С.А., 21962; 29 Jubilee Avenue, Whitton, 
Twickenham, Middlesex. 

§Ross, Grant Bannerman, A.S.A.A., 41962; г Sunnyside, Rennie 
Place, Berea, Durban, South ica. 
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Fellowship 


The Council acceded to applications from thirteen associates 
to become fellows under clause 6 of the supplemental 
Royal Charter. 


F.S.A.A. 


The Council acceded to applications from two incorporated 
accountant members А.5.А.А. to use the letters F.S.A.A. 
under clause 4 (b) of the scheme of integration referred to 
in clause 34 of the supplemental Royal Charter. 


Members Commencing to Practise 


The Council received notice that the following members 
had commenced to practise: 


Adams, John Gilbert, B.sc.(ECON.), A.C.A., a1961; W. Munro & 
Co, 7A Abbey Walk, Grimsby. 

Alderson, William Ian Rudd, A.C.A., а1957; W. Т. Walton & Son 
and Basil L. Denton & Co, 3/7 Scarborough Street, West 
Hartlepool and at London; also at Liverpool, W. T. Walton 
& Son, and Stockton-on-Tees, W. T. Walton, Son & Rowland. 

Allott, Peter William, B.A.(ECON.), A.C.A., a1960; R. W. Allott & 
Co, 1 South Terrace, Moorgate Street, Rotherham, and at 
Worksop. 

Appleton, George Furness, A.C.4., 21957; Harmood-Banner, Cash, 
Stone & Mounsey, 24 North John Street, Liverpool 2. 


Bains, Norman, А.С.А., 21959; 83 Strathmore Crescent, New- 
castle upon Tyne 4. 

Barker, Trevor, A.C.A., а51957; *Dean & Barker, Hill House, 
Middleham, Leyburn and High Street, Leyburn, Yorkshire. 
Barnett, Gerald Nelson, a.c.a., а1956; 23 Moresby Road, Upper 

Clapton, London Es. 

Batten, Noel Haydn, A.C.A., a1960; Batten & Co, 27 Kirkstone 
Road West, Liverpool 21. 

Batty, Edward, А.С.А., а1957; J. F. W. Robinson & Co, Oxford 
Chambers, New Oxford Street, Workington, Cumberland, and 
at Whitehaven. 

Bell, Maurice Allen, A.C.A., a1961; *Fisher, Bell & Co, Richmond 
House, Eore Street, T'eignmouth. 

Bowen, William Glyndwr, B.SC.(ECON.), A.C.A., @1956; Roe, 
Potter & Bowen, Westgate Chambers, Commercial Street, 
Newport, Mon. 

Brooks, Brian Norman, A.C.A., 251956; Howell & Hanbidge, 5 
Hounsfield Road, Sheffield 3. 

Brown, Robert Alfred George, A.C.A., a1959; Roberts, Marsden & 
Co, 17 Carlton Crescent, Southampton. 

Brunsden, Peter John, A.C.A., атдбо; Davies, Watson & Co, 
52 Belgrave Road, London SWr. 

Burchell, Jeremy Joseph Benjamin, A.C.A., a1961; 68 Grove Hall 
Court, Hall Road, London NW8. 


Cawley, John Edward, r.c.4., а1932; *Lancaster & Tongue, 73 
Lombard Street, Birmingham 12, and at Solihull and Sutton 
Coldfield. 

Chard, Ernest James, Е.С.А., а1948; Whittaker, Bailey & Co, 
3 Portland Street, Southampton. 

Cohen, Harry, A.C.A., a1962; Harry Cohen & Co, 200 Southend 
Road, Woodford Green, Essex. 





a Indicates the year of admission to the Institute. 


aS Indicates the year of admission to The Society of Incorporated 
Accountants. 


$ means ‘incorporated accountant member’. 


Firms not marked + or * are composed wholly of members of the 
Institute. 


+ Against the name of a firm indicates that the firm, though not 
wholly composed of members of the Institute, is composed 
wholly of chartered accountants who are members of one or 
another of the three Institutes of chartered accountants in Great 
Britain and Ireland. 


* Against the name of a firm indicates that the firm is not wholly 
composed of members of one or another of the three Institutes of 
chartered accountants in Great Britain and Ireland. 


ACCOUNTANT 


June 16th, 1962 


Collins, Bryan, A.C.A., @1961; Richard Ormond, Son & Dunn, 


24 Windsor Terrace, Jesmond, Newcastle upon Tyne 2. 
Collins, Peter Leslie Robert, F.c.4., a1951; 41 Debden Road, 
Saffron Walden, Essex. А 
Cope, Kenneth, A.C.A., 21958; Bartfield & Со, то Butts Court, 
Leeds r, and at London. 
Cullingham, James David Herbert, B.A., A.C.A., a1962; 
Fairbrother & Steel and Gladstone, Jenkins & Co, 42 Bedford 
Avenue, and 9 Bedford Square, London WC1. 


de Putron, Ronald Anthony, A.C.A., 21962; Black, Geoghegan & 
Till, то Lefebvre Street (Р.О. Box 20), Guernsey. 


Evemy, John Kenneth, A.C.A., а1952; A. C. Mole & Sons, Stafford 
House, 10 Billetfield, Taunton. 


Fedrick, William John, A.C.A., а1956; Teffreys, Alfred Henry & 
Marks, 10 Coleman Street, London EC2. 

Foster, Colin, B.COM., A.C.A., 41955; Rushton, Toulmin & Foster, 
31 Winckley Square, Preston. 

Franklin, Howard William, A.C.A., а1954; Harmood-Banner, Cash 
Stone & Mounsey, 24 North John Street, Liverpool 2. 


Goulder, Patrick Renshaw, A.C.A., a1960; *Sheen, Stickland & 
Co, 4 Downing Street, Farnham, Surrey, and at Alton. 


Hall, Stephen Roderick, A.C.A., a1962; Hereward, Scott, Davies & 
Co, Barclays Bank Chambers, 159 Stoke Newington High | 
Street, London N16, 3 St Helen's Place, London EC3, and 
Hillside House, 2-6 Friern Park, Finchley, London №2. 

Hannah, Peter Roebuck, A.C.A., а1954; 230 Perry Road, Sherwood, 
Nottingham, and at Minstead, Hants. 

Harris, Raymond Ian, A.C.A., а1962; 13 Redding Close, Mill Hill, 
London NW7. 

Harrison, Arthur Geoffrey, A.C.A., а1958; Messenger, Powell & 
Co, 36 St Ann Street, Manchester 2. 

Hawkins, (Mrs) Susan Elizabeth, A.C.A., 21953; 35 Kidbrooke 
Park Road, Blackheath, London SE3. 

Heal, John Harris, M.a., A.C.A., а1956; W. W. Beer, Aplin & Co, 
17 Southernhay West, Exeter. 

Henshaw, John, B.coM., A.C.A., а1962; Bee, Henshaw & Co, 18 
Regent Street, Park Row, Nottingham. 

Herring, David, A.c.4., a1960; Knowles, Herring & Co, 4 Chapel 
Walks, Manchester 2. 

Hunter, Charles David, А.С.А., а1962; Hunter & Gee, 16 Gilly- 
gate, York 

Hough, Frederick John, A.C.A., a1961; Latham & Taylor, Martins 
Bank Chambers, Market Place, and 35 King Street, Wigan. 

Jacques, Ivan, A.C.A., а1962; 16 Richmond Terrace, Blackburn. 

Johnson, Michael, A.C.A., а1954; Wright, Fairbrother & Steel, 
о Bedford Square, and 42 Bedford Avenue, London WCr. 

Johnston, Graham George Fleming, A.C.A., атобт; John Mitch- 
ener, Bennett & Co and *Mitchener, Fogarty & Co, 58 The 
Avenue, Southampton. 

Jones, Digby Morgan, А.С.А., a1955; Wenham, Major & Clarke, 
Dickens House, 15 ‘ook’s ourt, London EC4, and 14 
ove Inn Square, London WCr; also at Birmingham and 

sall. 


Jordan, Lawrence Arthur Ward, A.C.A., а51954; Keens, Shay, 
Keens & Co, 11 George Street West, Luton, and at Leighton 
Buzzard, London and Stony Stratford. 


Keens, Peter Philip, A.C.A., a1960; Keens, Shay, Keens & Co, 
IA Mill Lane, Stony Stratford, and at Leighton Buzzard, 
London and Luton. 


Kelley, Peter David, a.c.a., a1961; Ault & Co, York House, 38 x 


Great Charles Street, Birmingham 3. 


Kirkham, William Wade, A.C.A., а1961; Howell & Hanbidge, 5 
Hounsfield Road, Sheffield 3. 


Ledger, Idris Richard, A.C.A., aS1952; Read & Thomson, 6 ç 


oodcote Road, Wallington, Surrey. 


Levison, Julian Philip, A.C.A., а1959; *]ones, Schwartz, Fine, E 


Kane & Со, P.O. Box 1640, Salisbury, Southern Rhodesia. 


Macnamara, Patrick Carroll, M.A., A.C.A., 21954; Kemp, Chatteris 
& Co, St Swithin's House, Walbrook, London EC4, and at 
Blackpool, Bristol, Manchester and Port Louis, Mauritius. 

Middle, John Roderick, B.A., А.С.А., a1962; Folkes & Campbell, 
15-17 Church Street, Stourbridge, Worcs. 

Milton, Derek John, A.C.A., а51955; 3 Queensway, Hazlemere, 
High Wycombe, Bucks. 
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Mollett, Charles Sylvester, A.C.A., aS1953; Black, Geoghegan & 
Till, 10 Lefebvre Street (P.O. Box 20), Guernsey. 


Naganathan, Maruthappah, A.C.A., a1952; *Hul e & Wik- 
ramanayake, 29, 2/11 Gaffoor Buildings, (P.O. Box 113), 
Colombo 1. 

* Naylor, Colin, A.C.A., aS1955; Bartfield & Co, то Butts Court; 
ds r, and at London. 

Norwood, Michael Clutterbuck, A.C.A., а1957; J. M. Herring 
& Co, 26 Silver Street, Durham City. 


Page, Edward Hugh, A.C.A., a1962; Bailey, Page & Co, А4 Queen 
Assurance Buildings, то Dale Street, Liverpool 2. 

Palmer, Peter Frederick, r.c.4., а51949; Guy Wood & Palmer, 
39 High Street, Battle, Sussex. 

Palmer, Sidney, A.C.A., a1958; Hull, Palmer & Co, Borough 
Chambers, St Petersgate, Stockport. 

Plumb, John Edward, A.C.A., a1961; 17 Brampton Road, May 
Bank, Newcastle, Staffs. 

Preston, Roger boe саа B.COM., A.C.A., а1952; Amherst & 
Shapland, то Holloway Street, Minehead, Somerset, and at 
Wellington, Somerset; also at Wiveliscombe. 

Pritchet, William Henry, a.c.a., aS1955; *Burgess, Burgess & 
Co, 7 Commercial Road, Swindon. š 


^ Railton, Gerard Percy, F.C.A., a1934; 1 Clark Street, Tauran b 

New Zealand. Feny ' Є 

Reaves, Kenneth David, A.C.A., 21962; Reaves & Со, 49 Vine 
Street, Coventry. 

SRockall, David John, A.5.4.4., 21962; 19 Ferndale Road, Weston 
Favell, Northampton. “ 

Rush, Peter Joyce, A.C.A., a1955; Harmood-Banner, Cash, Stone 
& Mounsey, 24 North John Street, Liverpool 2. 


Sargon, Abraham Ferris Joseph, A.C.A., a1961; A. $ n & Co, 
po Linthorpe Road, bie N16. Р is 

Scott-Brown, Robin Christopher, A.C.A., а1962; A. J. Eacersall 
& Co, 66 High Street, Sevenoaks, Kent. 

Silver, Robert Jim, A.C.A., а1962; 13 Alexandra Grove, Finchley, 
London N12. 

Smith, Graham Hurndall, A.C.A., 41958; TArmitage & Norton 
Martins Bank Chambers, Tyrrel Street, Bradford r. 

Smith, Thomas Desmond, А.С.А., а1962; А. B. Plevey & Co 
11A Tettenhall Road, Wolverhampton, and at Bewdley. 


~ Spargo, Кепууп, А.С.А., 41954; Ralph Burford & Son, 7 St 


drew's Crescent, Cardiff. 
Squires, Richard Anthony, A.C.A., а1957; 
ork House, 38 Gt Charles Street, 

"Tam worth. 

Stew, David John, A.C.A., a1961; Norman W. Stew, Critchley 
& Co, 37 Market Square, Witney, Oxon. 

Stoppard, Peter, A.C.A., a1960; Robert C. Bennett & Co, 
Street, Bristol r. 

Sunderland, Roy, A.C.A., а1958; Walter Harrison & Son, 2 
Fountain Street, Manningham Lane, Bradford r. 


H. H. Sherwood & Co, 
Birmingham 3, and at 


5 Marsh 


1 Taylor, John Edward, A.C.A., aS1956; Frank A. Cooper & Co, 


4 


| 


, 


, 


21 Copthall Avenue, London Wall, London ЕС2. 
Thomas, John Noel, a.c.a., атдбо; Deacon & Co, Lloyds Bank 
Chambers, Greyfriars Lane, Coventry. 

Thompson, Douglas, Е.С.А., абт95т; Surman, Leat, Phillips, 
Gale & Co, 31 King’s Road, Sloane Square, London SW3. 
Turner, Ian Rutherford, A.C.A., а1961; Nilston Rigg, Langley- 

on-Tyne, Hexham, Northumberland. 


Vessey, John Frederick, A.C.A., ar960; *Beard, Shaw & Co, 
Carbon Chambers, 78 Hallgate, Doncaster. 


7 Westall, Alan Jackson, A.C.A., а1958; Wm. Westall & Co, за 
Northumberland Street, Morecambe and Heysham. 
Westcott, Christopher Leslie, a.c.a., 41962; С. L. Westcott & 
Co, 58 Willow Crescent, West Willowbank, near Uxbridge, 
Middlesex. 
Whitley, Jack, a.c.a., aS1953; Morris & Harper, Lincoln Cham- 
bers, Banbury, Oxon. 


Yates, Peter Charles, A.c.4., a1960; W. Rowland Waller & Co, 
| Temple Chambers, Temple Avenue, London EC4, and at 
eerness, 
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Admissions Void 
'The Secretary reported that the admission to membership 
of the following persons had become void under bye-law 41: 


Agballah, Hyacinth Okoli Petrus, P.O. Box 18, Udi, Nigeria. 

Moody, Peter Brian, B.A., 11 Alwyne Place, Canonbury, 
London Мт. 

Munir, Mohammad, 21 Chepstow Crescent, London Wir. 

Osborne, John Brian, 175 Westella Road, Westella, near Hull. 


Re-admission to Membership 


Subject to payment of the amount required by the Council, 
one former member of the Institute was re-admitted to 
membership under clause 23 of the supplemental Royal 
Charter. 

It was reported to the Council that the following re- 
admission, made at the Council meeting on May 3rd, 1962, 
subject to payment of the amount required, had become 
effective: 


Evershed, Norman William, A.C.A., 244 London Road, St Albans, 
Herts. 


Change of Name 


The Secretary reported that the following changes of 
name have been made in the Institute's records: 


Smith, Donald Ferguson, to Ferguson Smith, Donald. 
Hodgson, Norman Alan, to Yerbury-Hodgson, Norman Alan. 
Mainwaring, John David, to Mainwaring, John David Morgan. 


Resignations 


'The Council accepted the resignations from membership 
of the Institute of: 


Hummel, Harold Victor, M.C., В.р., B.SC.(ECON.), F.C.A., 21920; 
c/o D. M. W. Hummel, 205 Canada Permanent Buflding, Fort 
Street, Mt Douglas, Victoria, B.C., Canada. 


Leithead, Frank Baillie, Е.С.А., a1925; 9-10 Grange Terrace, 
Sunderland. 


Deaths of Members 


“The Council received with regret the Secretary's report of 
the death of Mr James Collison Parsons, F.c.A., a Member 
of the Council from January 1938 until November 1950 
and Chairman of the Library Committee from 1946 to 
1949, and of the following members: 


Bibby, Robert, r.c.4., Manchester. 

Clark, Harold Bennett, F.c.a., Leigh-on-Sea. 
Clegg, Sidney, F.c.A., Pietermaritzburg. 
Crossley, Bertram, r.c.4., Manchester. 

Dastoor, Hormasji Jamshedji, r.s.4.4., Bombay. 
Dodd, Philip Mably, r.c.4., Liverpool. 

Drury, John Hamilton, F.c.a., Ibadan, Nigeria. 
Elder, Stephen Hill, т.р., F.C.A., Bristol. 

French, Herbert Noel, F.c.a., Heswall, Cheshire. 
Henley, Norman Percy Gilbert, r.c.4., Karachi. 
Hill, John Arnold, F.c.a., London. ` 

Hockey, Stanley George, F.c.a., Newport, Mon. 
Horncastle, Leonard Scott, r.c.A., Leeds. 

James Reginald William, F.c.a., Nottingham. 
Nuttall, Percy, F.c.a., Manchester. 

Nye, Ralph, F.c.a., Buxted. 

Smith, Jack Ashworth, F.c.a., Lytham St Annes. 
Smith, Leonard Francis John, F.c.a., Wallington. 
Strickland, Francis, F.c.a., Manchester. 
Thompson, Frank Ferguson, F.c.A., Bolton. 
Wetton, Frank Thompson, F.c.a., Fordham, Essex. 
Wilson, Frank Osborne, Е.С.А., Manchester. 
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FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed 
pursuant to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 
2151, 1948, at hearings held on May 2nd, 1962. L | 


А formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Harold 
William Steeper Seward, F.c.a., had been guilty of 
acts or defaults discreditable to а member of the 
Institute within the meaning of sub-clause (3) of 
Clause 21 of the supplemental Royal Charter in that 
he signed the Accountant's Certificates required by 
section 1 of the Solicitors Act, 1941, or section 30 of the 
Solicitors Act, 1957 (a) relating to three solicitors, 
Mr A., Mrs B. and Mr C. for the following accounting 
periods: Mr A. each of the six calendar years 1954 to 
1959; Mrs B. each of the five calendar years 1954 to 
1958 and the period January 1st, to March oth, 1959; 
Mr C. each of the two calendar years 1954 and 1955; 
(b) relating to two solicitors Mr D. and Mr C. for the 
following accounting periods: Mr D. each of the six 
calendar years 1954 to 1959; Mr C. each of the four 
calendar years 1956 to 1959, which he knew or which 
he ought to have known were not correct, so as to 
render himself liable to exclusion or suspension 
from membership of the Institute. Тће Committee 
found that the formal complaint against Harold 
William Steeper Seward, Е.С.А., had been proved 
under both headings and the Committee ordered that 
Harold William Steeper Seward, Е.С.А., of 18 St 
David's Drive, Barnsley Road, Doncaster, be sus- 
pended from membership of the Institute for a period 
of two years. 





А formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Michael 


Roderick Sturt being a Clerk under Articles to a Fellow 
of the Institute was at the Adjourned Epiphany Quarter 
Sessions for Middlesex held on January roth, 1962, 
convicted on certain indictments for that he: 

(1) On February 26th, 1961, feloniously did steal a 
motor-car the property of a finance company; 

(2) on February 26th, 1961, with intent to defraud 
did obtain a motor-car and the sum of £40 from 
a Mrs A. by false pretences; 

(3) on February 28th, 1961, with intent to defrayd 
obtained from the said Mrs A. the sum of £20 
by false pretences; 

(4) on October sth, 1961, did steal a motor-car the 
property of a Mr B; 

(5) оп October 6th, 1961, obtained a valuable 
security namely a cheque for £300 from a + 
Mr C. by false pretences; 

(6) on divers days between July rst and November 
6th, 1961, conspired together with other persons 
unknown to defraud such persons as should 
thereafter be induced to part with money to him 
by false pretences; 

(7) on November 12th, 1961, with intent to defraud 
fraudulently caused a Mr D. to execute a cheque 
for £15 15s by false pretences; 

(8) on November r2th, 1961, with intent to defraud 
obtained from the said Mr D. a cheque for 
£15 15s by false pretences, 

so as to render himself liable to be declared unfit to 
become a member of the Institute. The Committee 
found that the formal complaint against Michael 
Roderick Sturt had been proved and the Committee 
ordered that Michael Roderick Sturt be declared unfit < 
to become a member of the Institute. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting: (Rowland and Magee); Sixth edition by B. 
Magee, Е.С.А. 1962. (Gee, presented, 205.) 

Accounting Manual for Export-Import Companies: 
systems, control of costs and inventories; by J. Goldner. 
New York. 1960. (Matthew Bender, 60s.) 

The Architect and his Office: a survey. . . . (Royal Institute 
of British Architects.) 1962. (R.I.B.A., 405.) 

Budgetary Control and Standard Costs: the practice of 
accountancy as an aid to management; by J. A. Scott: 
fifth edition. 1962. (Pitman, 22s 6d.) 

Common Market Law: texts and commentaries; by A. 
Campbell and D. Thompson. 1962. (Stevens, 705.) 

Deutsch-Englisches Glossarium Finanzieller und Wirt- 
schaftlicher Fachausdrücke; by C. А. Gunston and 
C. M. Corner: fourth edition. Frankfurt/Main 1962. 
(Fritz Knapp, 905.) 

Hire-Purchase and Credit Sales: Law and Practice; by 
E. Campbell-Salmon. 1962. (Pitman, 455.) 

Income Tax for the Clergy: a practical guide; by Rev. 
J. E. Gilbert, Е.С.А. 1962. (S.P.C.K. Presented by the 
author, 9s 6d.) 

John Isham: mercer and merchant venturer: two account 
books of a London merchant in the reign of Elizabeth I; 


edited by G. M. Ramsay. 1962. (Northamptonshire 
Record Society, presented.) 

The Law of Bankers Commercial Credits; by H. C. 
Gutteridge: third edition; by M. Megrah. 1962. (Europa, 


305.) 

The Law of Restrictive Trade Practices and Monopolies; 
by R. O. Wilberforce, A. Campbell (and others). 1957. First 
cumulative supplement 1962. (Sweet & Maxwell, 845, 155.) 

Managerial Accounting in the Small Company; by J. D. 
Dale. New York. 1961. (Reinhold, 405.) 

The Modern Law of Real Property; by G. C. Cheshire: 
ninth edition by G. C. Cheshire and J. B. Butterworth. 
1962. (Butterworths, 62s 6d.) N 

Practical Controllership; by D. R. Anderson and L. А.” 
D LE Homewood, Ill. 1961. (Richard D. Irwin, 

7s 6d.) 

A Secretary Looks at the Wine and Spirit Trade; by 
F. W. McGuinness. 1962. (Chartered Institute of Secre- 
taries, presented.) 

'The Social Credit Movement in Alberta; by J. A. Irving. 
Toronto. 1959. (University of Toronto Press, 485.) 

Statistical Cost Analysis; by J. Johnston. New York. 1960. 
(McGraw-Hill, 525 ба.) 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs КІМВЕВІЕҮ, Morrison, Moore & Со, 
Chartered Accountants, of Midland Bank Chambers, 
47 Temple Row, Birmingham 2, announce that they 
have taken into partnership Mr WILLIAM С. WALTERS, 
F.C.A., who has been with the firm for many years. 


Messrs H. Norman Harrison & Co, Chartered 
Accountants, of Copthall House, Copthall Avenue, 
London EC2, announce that аз from June 18th, 1962, 
the practice will be removed to Newby House, South- 
gate Circus, London N14. Telephone: Palmer’s Green 

717. 

Messrs SLATER, CHAPMAN & Cooke, Chartered 
Accountants, announce that from June Ist, 1962, Mr 
LESLIE SYDNEY GRINYER, F.C.A., has been admitted 

= to the partnership. 


Messrs SMALLFIELD, FITZHUGH, Тилетт & Со, 
Chartered Accountants, of 24 Portland Place, London 
Wr, announce that Mr Т. E. GRIMES, A.C.A., who has 
been with them for a number of years, has been 
admitted into partnership as from May rst, 1962. 


Messrs Weston & Co (S. Z. WESTON, F.C.A.), 
Chartered Accountants, of 143/144 Holborn, London 
ЕСт, announce that they have taken into partnership 
Mr Davin FISHER, A.C.A., who has been associated with 
the practice for some years. Тће style of the firm will 
remain unchanged. 


IN PARLIAMENT 
Income Tax Act, 1952: section 245 


Mr 5кеЕт asked the Chancellor of the Exchequer how 
many cases arising out of section 245 of the Income 
Tax Act, 1952, have been taken to the Special Com- 
missioners on appeal on the issue of whether a reason- 
able dividend has been paid; and of these how many 
have been won by the taxpayer. 

Mr Barser: In the ten years ended March 3156, 
1962, the Special Commissioners heard forty-two 
appeals on the issue mentioned by my hon. friend, of 
which nineteen were won by the taxpayer. 


Hansard, June 1st, 1962. Written Answers. Col. 158. 


Income Tax and Insurance Contributions 


Mr McKay asked the Chancellor of the Exchequer 
what the total deductions from income are, for a single 
man with earnings of £400 per year in respect of 
income tax and national insurance, industrial injuries 
and national health contributions. 
Mr BARBER: £25 os 8d, £18 195 2d, Дт ros 4d and 
£7 os rod respectively, making a total of £52 115 a 
“year for an adult male employee not contracted out of 
the graduated scheme. 


Hansard, June 4th, 1962. Written Answers. Col. 26. 


Plant and Machinery: Rating 
Sir S. McAdden asked the Minister of Housing and 
Local Government and Minister for Welsh Affairs 
whether he proposes to make an order under section 5 
of the Rating and Valuation Act, 1961, exempting 


small moveable plant and machinery from rates. 

Dr Нил: Yes. I have invited a number of organiza- 
tions representative of industry and of local govern- 
ment to comment on the draft of an order designed to 
implement the recommendations made in paragraph 
40 of the Report of the Committee on the Rating of 
Plant and Machinery. I am also ready to consider 
representations from any other interested bodies. 
Copies of the draft may be obtained from my depart- 
ment. 


Hansard, June 6th, 1962. Written Answers. Col. 74. 


Bankruptcy Law and Deeds of Arrangement: 
Report 


Sir D. WALKER-SMITH asked the President of the Board 
of Trade what action he is taking on the report of the 
Committee on Bankruptcy Law and Deeds of Arrange- 
ment, presented by the then President of the Board of 
'Trade to Parliament in July 1957. 

Mr EnRROLL: The scope of the changes in the law 
which may be necessary is under consideration. Тће 
introduction of legislation must, however, be deferred 
until Parliamentary time is likely to be available. 


Hansard, June 6th, 1962. Written Answers. Col. 79. 


Company Law: Committee's Report 


Mr Skeet asked the President of the Board of Trade 
when the Report of the Jenkins Committee on Com- 
pany Law will be published. 

Mr ErroLL: I shall present the Report to Parliament 
on June 21st. The Report will be published on the 
same day. 


Hansard, June 8th, 1962. Written Answers. Col. 117. 


DEFENCE BONDS: CONVERSION OFFER 


The Treasury has announced that a conversion offer 
will be made to holders of 3$ per cent Defence Bonds 
purchased between September 1st and rsth, 1952, and 
maturing on September 15th, 1962, of which £3:3 
million are outstanding. 

These holders will be invited to exchange their 
holdings into 5 per cent Defence Bonds (Conversion 
Issue) on September 15th, 1962. Holders who accept 
the offer of conversion will receive a final interest 
payment of six months’ interest at 3} per cent per 
annum on September 15th, 1962. Acceptance of the 
offer of conversion will not involve any break in the 
holder's encashment rights. If the offer is not accepted, 
interest on the maturing bonds will cease with the 
payment due on September 15th, 1962. The terms of 
the new Conversion Issue Bond will be the same as 
those of the 5 per cent Defence Bonds currently on 
sale except that interest will be payable on April 1st 
and October 15. The full conversion terms will be 
given in the prospectus and notice which will be posted 
to individual holders on June 2oth, 1962, together with 
forms of request for conversion and forms of authority 
for the use of holders who do not accept the con- 
version offer. 'T'he lists of acceptances of the conversion 
offer will be closed on July 2oth, 1962. 
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SOUTH WALES AND MONMOUTHSHIRE 
SOCIETY OF CHARTERED ACCOUNTANTS 
New President Elected 


Mr Harold Е, Halliday, F.C.A., a partner in the firm 
`of Parsons & Jolliffe, Chartered Accountants, of 
Newport, Monmouthshire, was elected President of 
the South Wales and Mon- 
mouthshire Society of Chart- 
ered Accountants at the 
Society's annual meeting on 
June 14th. 

Educated at Newport High 
School, Mr Halliday served 
articles with his present firm 
and was admitted to mem- 
bership of the Institute in 
1931. He has served on the 
committee of the Society 
since 1955 and has been a 
member of the Society's 
Taxation and Research Com- 
mittee since its inception. 

Outside his professional activities, Mr Halliday is a 
member of the council and chief steward of the 
Newport Playgoers Society and a member of the com- 
mittee of the Newport Literary Club. In his younger 
days, he was a keen rugby player and represented 
Wales in a chartered accountant match between Wales 
and Ireland. Latterly he has turned to golf as a re- 
creation and is also interested in gardening and photo- 
graphy. 





Mr H. E. Halliday 


Annual Report 


The report of the committee for the year 1961-62 
records membership of the Society at December 31st, 
1961, of 453 – a small increase over the year. 

'Two lecture meetings were held during the year in 
Ca«diff, one of which took the form of a ‘Brains Trust’ 
comprising three members of the Society and three 
members of the Association of H.M. Inspectors of 
Taxes. The report goes on to mention that forty-three 
students were taking the approved accountancy course 
at the University College of South Wales and Mon- 
mouthshire during the academic year 1961-62, and it 
had been reported to the committee that the percentage 
of accountancy students who had gained honours 
compared favourably with that of students in other 
sections. 

'The Cardiff and District Luncheon Club formed in 
1960 with the object of enabling members of the 
Society to meet at regular monthly intervals is now 
firmly established. Meetings have been held through- 
out the year at the Park Hotel, Cardiff, under the chair- 
manship of Mr Т. W. Pickard, r.c.4. Average attend- 
ance has been between fifty and sixty which is a tribute, 
the report states, to the energy of Mr T. H. Trump, 
F.C.A., the honorary secretary. 
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UNION OF CHARTERED ACCOUNTANT 
STUDENTS' SOCIETIES 


Members of students! societies are reminded that all 
students' societies welcome to their meetings members 
of other societies who are temporarily in their area. 

There is also an arrangement for transfer of member- 
ship without additional fee for members who perma- 
nently change their district. Тће interchange should 
be carried out through the secretaries of the societies 
concerned. 

Students societies hold meetings in the following 
towns: 

Ashford (Kent) Bedford, Birmingham, Blackpool, 
Bournemouth, Bradford, Brighton, Bristol, Cambridge, 
Canterbury, Cardiff, Carlisle, Chelmsford, Chester, Col- 
chester, Coventry, Darlington, Derby, Doncaster, Dorking, 
Dorchester, Eastbourne, Epsom, Exeter, Faversham, 
Grimsby, Guildford, Halifax, Hastings, Hereford, Hudders- 
field, Hull, Ilford, Ipswich, Kettering, Leeds, Leicester, 
Lincoln, Liverpool, London, Luton, Maidstone, Man- 
chester, Middlesbrough, Newcastle upon Tyne, Newport 
(IW.) Northampton, Norwich, Nottingham, Oxford, 
Peterborough, Plymouth, Portsmouth, Preston, Reading, 
Redhill, Salisbury, Scunthorpe, Sheffield, Shrewsbury, 
Southampton, Southend, Stockton-on-Tees, Stoke-on- 
Trent, Sunderland, Swansea, Taunton, Torquay, Truro, 
West Hartlepool, Wolverhampton, Worcester, York. 


INCOME TAX PAYERS’ SOCIETY MAY 
CONTINUE 


At a meeting of the Income Tax Payers’ Society held 
on June 6th to consider the winding-up of the Society, 
the chairman, Mr Geoffrey Stevens, F.C.A., M.P., 
announced that discussions had begun with a ‘body 
of very high standing and repute’ on the possibility of 
amalgamation. There seemed to be no insuperable 
difficulties to this, Mr Stevens added, and already a 
committee meeting of the other organization had 
decided unanimously in favour of the merger. It was 
hoped that there would be concrete proposals to put 
to the Society within a month. 


Index to Hansard 


The Income 'Tax Payers’ Society has now issued its 
annual index of references to Hansard, dealing with 
income tax, surtax, and profits tax during 1961, for 
private circulation to members of the Society. Extend- 
ing to twelve pages, the booklet shows the column 
references and date of the particular issues of Hansard 
with a brief explanatory note of the subject-matter. 


CAMPAIGN FOR WIDER SHARE OWNERSHIP 


The Wider Share Ownership Committee has been 
reorganized and expanded in preparation for a cam- 
paign to obtain new sources of capital by making 
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investment in ordinary shares more popular. This 
was announced by Mr Maurice Macmillan, M.P., 
chairman of the committee on Monday of last week. 

Eight officers have been elected and the committee 
s now numbers fifty-seven — nineteen more than last 
year and includes Mr R. W. Hampton, F.c.a.; Mr 
G. P. S. Macpherson, О.в.Е., T.D., M.A.(OXON.), C.A.; 
Mr David W. Може, a.c.a.; Lord Polworth, т.р., 
M.A.(CANTAB.), С.А., and Mr R. T. H. Scott, M.B.E., C.A. 

In addition, there are four new subcommittees 
which will examine specific problems and first reports 
are expected from them by March of next year. To 
finance the work of the committee an appeal is being 
made to the City and industry for a fund of £30,000. 
Of this £4,000 has so far been raised. 


THE BRITISH COMPUTER SOCIETY 
National Conference 1962 


'The third national conference of The British Com- 
„puter Society will be held in Cardiff from September 
7 4th-7th. A comprehensive programme has been ar- 
ranged covering recent developments in the origination, 
processing and transmission of data and in other 
aspects of the construction and use of computers. 
Among topics to be covered are business data 
processing, including profitability of established 
installations; problems of large-scale record conversion; 
operating experience of complex A.D.P. systems; 
industrial data processing, including real-time process 
control; data origination and transmission; develop- 
ments in equipment, including implications of new 
components, reliability and experience of time-sharing. 
Further details regarding the conference may be 
obtained from the Assistant Secretary, The British 
Computer Society, Finsbury Court, Finsbury Pavement, 
London EC2. 


BUSINESS EFFICIENCY EXHIBITION 


Тће fiftieth national Business Efficiency Exhibition is 
to be held at Olympia, London, from October 2nd— 
roth, and will be opened by the Lord Mayor of London, 
Sir Frederick Hoare. One hundred and sixty firms will 
be participating in the exhibition, which is being 
organized by the Office Appliance and Business 
Equipment Trades Association. 


O.E.C.D. ECONOMIC SURVEYS 


Two further booklets in the 1962 series containing 
economic surveys of Greece and Sweden have recently 
been published by the Organization for Economic 
Co-operation and Development. Copies of the booklet 
ЕЕ from Н.М. Stationery Office, price 35 
each. 
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INSTITUTE OF CHARTERED ACCOUNTANTS 
IN IRELAND GOLFING SOCIETY 


The annual meeting of the Institute of Chartered 
Accountants in Ireland Golfing Society was held at 
the County Sligo Golf Club, Rosses Point, during the 
week-end May 26th-28th, some forty members and 
students taking part in the competitions. The results 
were as follows: 
SMYLIE Cup (BocEv) 

Winner: J. D. Hollwey (13) – 3 up. 

Runner-up: C. K. East (13) — All square (after a tie). 

Third prize: J. O'Shaughnessy (s) — All square. 

Fourth prize: J. G. Geary (3) – 2 down. 


Quin Cup (STABLEFORD) 


Winner: S. H. Polden (14) mE . 391 points 

Runner-up: G. L. M. Wheeler (16) 38 (after a tie) 

Third prize: H. Winter (16) P. ES. 

Fourth prize: C. K. East (13) . 370 
VETERAN'S PRIZE 

А. E. Dawson (24) .. 32 points 


The trophy for the best aggregate was won by C. K. 
East, while the North v. South Cup was won by South 
after a very close contest, the scores being South 215$ 
points, North 2124 points. 

At the annual business meeting Mr S. H. Laughlin, 
Е.С.А. (Belfast), was elected Captain for the ensuing 
year. T'he 1963 meeting was fixed for the week-end 
May 25th-27th at Rosses Point. 


LIVERPOOL SOCIETY OF CHARTERED 
ACCOUNTANTS 
Annual Golf Competition 

The annual golf competition of the Liverpool Society of 
Chartered Accountants was played over the links of 
Formby Golf Club on May 3oth. There were fifty- 
eight entries, the leading results under the Stableford 
system of scoring being as follows: 


Points Points 
D. Stuttard (20 37 B. Gilpin (4) ai 31 
J. H. Worrall (14) 36 Е. S. Behn (6) .. 31 
F. Н. Veysey (16) 34 А. Colvin (7) .. 31 


J. 
Hayward (10) 33 K. R. Mackenzie (13) 30 


F. M. Frazer (18) 3 H. K. Turner (20) 30 
W. S. Wicks (11) 32 R. H. Weston (23) 30 
J. F. Allen (13) 32 
Articled Clerks Section 
Points Points 
J. A. Bush (20) .. 31 Е. G. Сарез (14) .. 27 
I. W. Campion (2). . 28 M.Spencer(8) .. 23 


The President of the Society, Mr Stanley Morris, 
F.C.A., presided at dinner in the club-house in the 
evening when forty-four members and articled clerks 
were present. 
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LAWN TENNIS 


In a lawn tennis match played recently at Moor Park 

Club, a Chartered Accountants' team lost to the Law 

Society by the narrow margin of five matches to four. 
'The results were: 


Matches 
Lost Won 

1st Pair J. Spence 

E. J. Ramus 2 z 
2nd Pair J. R. Le P. Power 

J. M. Batty a f 
3rd Pair J. Franklin 

P. Angus У 2i 

ANNOTATED TAX CASES 


Part то — the concluding part — of Volume XL of 
the Annotated Tax Cases, edited by Mr Peter Rees, 
of the Inner Temple, Barrister-at-law, is published 
today and contains reports, with notes on the judgments 
of the following cases: Lions Ltd v. Gosford Furnishing 
Co Ltd and C.I.R. (С.5.); Lucy & Sunderland Ltd v. 
Hunt (Ch.D.); British Italian Corporation Ltd v. 
C.I.R. (Ch.D. & C.A.). T'he index of cases and subject- 
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matter for the volume will be published shortly, after 
which the volume may be bound. 

'The annual subscription is 505 post free and the 
publishers are Gee & Co (Publishérs) Limited, 151 
Strand, London WC2. 


BANK HOLIDAY CROSSWORD: SOLUTION 


The solution to the Bank Holiday Crossword compiled 
by Mr Kenneth 'T.ickett, F.c.A., which appeared in 
last week's issue, is as follows: 

[Теје [о o чіт [A PNE ааа 
[R] Doon ао 
(а е [ми теме мл 900009 

паа оа о 

е ем fi jojn] 
па 





New Legislation 


All new Acts will be noted in this column, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Limited, 151 Strand, London WC2 


STATUTES 
(10 & 11 Eliz. 2) 
Chapter 20: ee Monetary Fund Act, 
19 
An Act to enable the United Kingdom to take part in 
arrangements under which the International Monetary 


Fund may borrow supplementary resources from its 
members. 


Price 3d net. 


April 18th, 1962. 


Chapter 21: Commonwealth Immigrants Act, 
1962 
An Act to make temporary provision for controlling 
the immigration into the United Kingdom of Common- 
wealth citizens; to authorize the deportation from the 
United Kingdom of certain Commonwealth citizens 
convicted of offences and recommended by the Court 
for deportation; to amend the qualifications required of 
Commonwealth citizens applying for citizenship under 


the British Nationality Act, 1948; to make correspond- 
ing provisions in respect of British protected persons 
and citizens of the Republic of Ireland; and for 
purposes connected with the matters aforesaid. 


Price 1s 6d net. April 18th, 1962. 


Chapter 22: Coal Consumers' Councils (Northern 
Irish Interests) Act, 1962 

An Act to provide for the appointment to the Industrial 
Coal Consumers! Council and the Domestic Coal 
Consumers’ Council of persons to represent Northern 
Irish interests. 
Price 3d net. May 24th, 1962. 
Chapter 23: South Africa Act, 1962 


An Act to make final provision as to the operation of 
the law in consequence of the Union of South Africa 
having become a republic outside the Commonwealth. 


Price 1s 3d. May 24th, 1962 
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The Jenkins Report 


HE eagerly awaited Jenkins Report was published on 

"Thursday afternoon as a Blue Book (H.M.S.O. 12$ 6d net). 

The Report of the Company Law Committee, to give it 
its full title, is an impressive document of 206 pages and 526 
paragraphs, teeming with recommendations. This is all the more 
significant in that the Report stresses that the Companies Act, 
1948, has worked well and that the Committee has approached 
all suggestions for change with the overriding consideration that 
it is for those who want change to make out their case. Moreover, 
the recommendations in the report are only the major ones; there 
are many more minor ones, not specified in the Report, which the 
Committee is passing to the Board of 'Trade with a view to eventual 
incorporation in the drafting of a new Companies Bill. 

Perhaps the most striking and far-reaching recommendations 
are those for the abolition of special rules for private companies 
and for exempt private companies. The Committee is unanimous 
in thinking that all companies which enjoy the privilege of limited 
liability should. file accounts annually so that creditors and pro- 
spective creditors can examine them without being put to the 
trouble or. embarrassment of making a special request to the 
companies themselves. However, in effect the Committee recom- 


. mends the creation of a new category of company, namely, com- 


panies whose securities (shares or stock) have been neither quoted 
nor offered to the public, and which are not subsidiaries of com- 
panies whose securities have been quoted or offered to the public. 
Companies in this new category would not be bound to show, 
in the accounts which they filed, either the information about 
directors’ emoluments now required by section 196 of the 1948 
Act, or the details of turnover and rents receivable and payable 
which the Committee recommends should normally be included 
in accounts. 'This exemption from disclosure would not apply to 
accounts circulated among the company's own members and 
debenture-holders. 

Other, important recommendations are that shares of no par 
value be permitted, that the protection of minorities under section 
210 be strengthened, that persons acquiring an interest in more 
than то per cent of the issued capital of a company should disclose 
their interest, that ‘voteless’ shares should not be abolished, and 
that every company should have at least two directors. À new terror 
is raised for those anonymous subordinate employees who allow 
themselves to be made the subscribers of a new company. If no 
directors are appointed these persons will themselves automatically 
become directors, with all the responsibilities and duties that the 
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office carries. 'The Committee would also abrogate 
the present ban on partnerships having more than 
twenty members, provided that the partnership 
in question is of professional persons subject to 
their own professional code of conduct. 

The Report devotes thirty-six pages to the 
vexed topic of company accounts, most of one 
page being taken up with an extensive quotation 
from the Recommendations on Accounting 
Principles issued to its members by The Institute 
of Chartered Accountants in England and Wales, 
on the primary purpose of annual accounts. The 


Report says (paragraph 333): 


"The proper function is admirably explained in 
the following passage from the Recommendations 
- (which we quote at length because we think 
that the function of company accounts may not be 
fully appreciated by those investors unfamiliar 
with accounting principles and practice).' 


After setting out the quotation, the Report goes 
on: 


‘In our view this “historical cost" basis of 
accounting, which was endorsed by the Cohen 
Committee and is used almost universally, should 
continue to be the basis on which company accounts 
are prepared. . . . Nevertheless, the law does not 
and should not insist upon a rigid and uniform 
application of the historical cost principle in all 
circumstances.’ 


It is pointed out that the Act already requires the 
current value of some assets to be shown and 
permits a valuation of fixed assets. Historical 
cost information may need to be supplemented 
in order to give the statutory ‘true and fair view’. 
This is to some extent a matter of opinion of the 
directors based on the circumstances of the 
particular company. 


‘In the last resort the auditor must decide 
whether he is prepared to state that in his opinion 
the accounts give a true and fair view; if all the 
necessary information is not given the auditor is 
required to qualify his report accordingly. The 

` Recommendations on Accounting Principles 
periodically issued by The Institute of Chartered 
Accountants in England and Wales to their 
members have already done much to ensure that 
standards of accounting are reasonably uniform 
and constantly rising. These recommendations are 
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based on close and constant study of the relevant 
problems, which are ever changing, and it is 
primarily to the initiative of the professional 


associations that we must look if the general. 


principles of the Act are to be effectively applied in 
practice.’ | 


On the question of paying dividends out of 
surpluses resulting from a revaluation of un- 
realized fixed assets, the Report records that Тће 
Institute of Chartered Accountants in England 
and Wales, and The Institute of Chartered 
Accountants of Scotland, were both strongly 
opposed to such a practice. It concludes that the 
practice should no longer be permitted. Even 
where there is a realized capital surplus, the 


Committee thinks that before it is distributed the ' 


directors must be satisfied that the net aggregate 
value of the remaining assets will not be less than 
the book value, so that the share capital and 
reserves after the distribution will still be fully 
represented by the remaining assets. We think 
that these recommendations are to be welcomed; 
it is undesirable in any event that there should 
be uncertainty about these points. We also wel- 
come the recommendation that unrealized capital 
surpluses thrown up by a bona fide revaluation 
of all the assets should be available for creating 
bonus shares, but not bonus debentures or loan 
stock. The report says nothing about bonus 
redeemable preference shares, nor about the 
present requirement of Treasury consent. 

The question as to how far current profits can 
be distributed without making good past losses 
has given rise to endless discussion, and some of 
the judicial pronouncements bave paid little 
regard to accountancy principles. The Report 
contains recommendations which amount to a 
coherent and sensible code. Тће Committee 
thinks that a company should not need to make 
good unrealized capital losses before distributing 
current revenue profits. Although it would 
normally be prudent to make good realized capital 
losses before distributing profit, the Report 
makes no categorical recommendation for it. 
As regards past revenue losses, however, the 
Report thinks that the profit and loss account 
should be a running account, and that accordingly 
past revenue losses should be made good before 
dividends are paid out of current profits. 

One of the more baffling problems of company 
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law is the extent to which it is permissible for a 
company to pay dividends out of dividends it has 
itself received on recently purchased shares in 


‘other companies. Paragraph 15 (5) of the Eighth 


Schedule to the 1948 Act seems to proceed on the 
assumption that dividends received which are 
fed from profits earned -before the shares were 
acquired cannot in turn be paid out in dividends. 
The draftsman of that schedule was perhaps 


confusing good accountancy ‘practice with the 


requirements of the law, because there is no 
authority for such a proposition either in the body 
of the Act or in any reported case. Moreover, the 


. . paragraph is so worded that evasion is easy. 


Тће Committee thinks that it should be clearly 


_ stated in the body of the Companies Act, as the 


~“ 


` general rule, that. pre-acquisition profits, dis- 


tributed to the acquiring company after the 
acquisition of the shares, should not be treated 
as profits made by the latter. The principle is that 
a dividend which has been paid for in the pur- 
chase price of the shares should not be regarded 
as distributable profit. However, the Committee 
thinks that it would be difficult to enforce a legal 
requirement expressed in such general terms. 
Accordingly it recommends that the date as from 
which shares may be deemed to have been 
acquired should in no case be earlier than the 
close of the latest accounting period of the ac- 
quired company before the contract was entered 
Into. 

There would be exceptions from the general 
rule. What the Committee calls ‘inter-group’ 
(presumably it means-‘intra-group’) acquisitions 
would be exempt. If the directors are of opinion 
that the pre-acquisition profit is not significant 
in amount, they could ignore the prohibition. 
Sometimes an amalgamation is effected by a new 
holding company acquiring the shares of two or 
more companies. The Committee recommends 
exemption in favour of such a company if it 
acquires 9o per cent or more of the issued capital 
of the old companies, in return for shares issued 
at a premium (or of no par value). However, if it 
wished to pay dividends out of the pre-acquisition 
profits of more than one of its newly acquired 
subsidiaries, it would require the sanction of the 
Court, on the lines of a petition for a reduction of 
capital. A company which had acquired до per 
cent or more of the issued capital of one other 
company would also have the right to apply to the 
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Court for permission to pay dividends out of pre- 
acquisition profit. 

` We have dealt in detail with this particular 
topic to show the thoroughness with which the 
Committee has dealt with the more complex 
problems which were put before it. The topic, 
and the Committee's solution, also illustrates the 
impossibility of making the Companies Act any 
simpler. 

When examining the problem of the right way 
to value stock and work-in-progress in the balance 
sheet, the Report again draws on the accumulated 
wisdom of the English Institute. It records that 
the Institute issued a revised recommendation 
on the topic in November 1960, and observes 
that the current opinion is well summarized in a 
part of the Institute's evidence, (reproduced in 
the Report) expressing its agreement with the 
Institute's views. 'The Report recommends that, 
whatever the basis of valuation used, the share- 
holders should be concisely but adequately 
informed about it, and of any departure from a 
previous basis. 

Many people have been. unhappy about the 
definitions of ‘revenue reserve’ and “capital 
reserve’ in the Companies Act. We welcome the 
recommendation that “capital reserve' should be 
defined to mean reserves which may not lawfully 
be distributed. 

We have indicated that if the Report’s major 
recommendations are adopted, the exempt private 
company and the private company, will disappear. 
The Committee thinks that this change might 
deprive a number of auditors of exempt com- 
panies of their livelihood. Under the present 
provisions many are not eligible to act as auditors 
of non-exempt companies. 'To meet this the 
Committee would empower the Board of Trade 
to ‘authorize’ any person who can satisfy them 
that, at the time the Report was published, he 
was mainly occupied in private practice as an 
accountant and was employed as the auditor of 
an exempt private company. Such an ‘authorized’ 
person would be able to act as auditor of -any 
company in the ‘unquoted’ category 

'The provisions for automatic reappointment of 
auditors do not have the Committee's approval, 
it recommends that every company must appoint 
its auditor each year. Аз the almost universal 
practice is to appoint a firm in the firm name, the 
Committee thinks that this should. be deemed 
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to be an appointment of the (qualified) persons 
` who are members of the firm from time to time 
during the period of the appointment, until either 
more than half the members at the time of 
appointment cease to be members; or the new 


members of the firm, joining it after the appoint- : 


ment, outnumber the members who were mem- 
bers at the time of the appointment. The firm 
would be under a duty to notify the company of 
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Members and Terms of Reference 


The Company Law Committee was appointed in 
December 1959 by the then President of the Board of 
Trade with the following terms of reference: 


"To review and report upon the provisions and 
working of the Companies Act, 1948, the Preven- 
tion of Fraud (Investments) Act, 1958, except in so 
far as it relates to industrial and provident societies 
and building societies, and the Registration of 
Business Names Act, 1916, as amended; to consider 
in the light of modern conditions and practices, 
including the practice of take-over bids, what 
should be the duties of directors and the rights of 
shareholders; and generally to recommend what 
changes in the law are desirable. 


'The members of the Committee were: 
Lord Jenkins, Chairman. 


Mr F. R. Althaus, Deputy Chairman of the Council 
of the Stock Exchange and partner in Pember & 
Boyle, Stockbrokers. 


Mr E. А. Bingen, Deputy Chairman of Imperial 
Chemical Industries Ltd. 


Mr Leslie Brown, Secretary and Chief Investment 
Manager, Prudential Assurance Co. 
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these changes. 'The new Act would also expressly 
recognize an auditor's right to resign. 
"The Committee accepts the criticisms of 


accountancy bodies as to the length of the 7 


statutory auditors’ report and recommends a new 
form based on the form submitted by the English 
Institute. The Committee’s Report will be further 
reviewed in subsequent issues. 


Sir George Erskine, C.B.E., Director of Morgan 
Grenfell & Co Ltd. | А 


Professor L. C. В. Gower, м.в.е., Professor of Com- 
mercial Law in the University of London. 


Mr J. A. Lumsden, M.B.E., Partner, Maclay, Murray | 


& Spens, Solicitors, Glasgow. 


Мг W. H. Lawson, C.B.E, B.A, F.C.A, Partner, 
Binder Hamlyn & Co, Chartered Accountants, 
London. 


Mr K. W. Mackinnon, M.B.E., T.D., Q.C., Bencher of f 


Middle 'T'emple. 
Mrs M. Naylor, Financial Journalist. 


Mr G. W. H. Richardson, Chairman of J. Henry 
Schroder Wagg & Co Ltd, and Vice-Chairman of 
Lioyds Bank Ltd. 


Mr Hilary Scott, Partner, Sides & Мау, Solicitors, 
London. 


Mr R. Smith, Secretary, Union of Post Office Workers. 


Mr William Watson, c.a., Treasurer of the Bank of 
Scotland. ; 


Our photos show the two members of the pro- 
fession who served on the Committee - Mr W. H. 
Lawson, С.В.Е., B.A., F.C.A., (left) and Mr William 
Watson, С.А. (centre) and Mr K. W. Mackinnon, 
M.B.E., T.D., Q.C., who is, of course, Chairman of the 
Panel of Judges for The Accountant Annual Awards. 


Mr К. W. Mackinnon 
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The Housing Act, 1961 


by SPENCER G. MAURICE 


HE Housing Act, which received the 
Royal Assent on October 24th last and 
came into operation a month- later, is 
. divided into three parts. Part Í is concerned with 
financial assistance for housing accommodation 
provided by local authorities and other public 
bodies. Part II contains amendments of the 
Housing Act, 1957. Part III contains miscel- 
laneous and general provisions and its most 
important feature is the new protection which it 
и“ gives to tenants holding under short leases. The 
policy embodied in the Act and the main reasons 
for it are set out in a White Paper, Housing in 
England and Wales (Cmnd. 1290); which was 
presented to Parliament in February 1961. 
Requiring as it does a better standard of 
. accommodation and repair in certain instances 
where the existing conditions are unsatisfactory 
(while giving landlords a slightly better return on 
money spent on improvements), and at the same 
time extending the payment of subsidies in 
respect of new houses, the Act is an important 
one and should prove valuable in ameliorating 
the present housing shortage, both by enabling 
better use to be made of existing houses and by 
encouraging the building of new ones, and should 
be generally welcome. The purpose of this 
article is to provide a general survey of its pro- 
visions and to consider especially those sections 
which are likely to prove of particular interest to 
accountants, who may well in the course of 
advising clients find it desirable to have some 
knowledge of those provisions at least which 
affect private landlords and trustees of housing 
associations. 


New Subsidy Structure 


The accountant in private practice will probably 
not be greatly concerned with Part I of the Act 
and for this reason it will be considered only 
briefly here: on the whole it will be of more 
relevance to the accountant employed in local 
government. Sections 1 to 6 of the Act make 
provision for the payment of Exchequer sub- 
sidies to local authorities, development corpora- 
tions and housing associations in respect of new 
houses which are approved by the Minister of 
Housing and Local Government. The system of 


subsidies has been revised, the new structure 
having two main features. 

In the first place, a subsidy is payable in 
respect of any new dwelling which is approved 
by the Minister for the purpose of subsidy: 
under the Housing (Financial Provisions) Act, 
1958, subsidies were restricted to dwellings pro- 
vided for certain specified purposes. Secondly, 
the amount of subsidy payable varies according 
to the circumstances in which a dwelling is 
provided though it is in all cases paid over a 
period of sixty years following the completion 
of the dwelling. The annual rate is £28 when the 
dwelling is provided by a local authority in the 
course of a scheme of town development, or by 
a development corporation (as defined) other- 
wise than in pursuance of authorized arrange- 


‘ments (as defined) made with a local authority 


(section 3 (1)) The rate is £24 when the local 
authority provides the house to accommodate 
persons coming from outside its area to meet the 
urgent needs of industry, when it is provided by 
a development corporation in pursuance of 
authorized arrangements made with a local 
authority; or when it is provided by a housing 
association (section 3 (2)). In the case of other 
dwellings provided by a local authority the rate 
will usually be either £24 or £8, whether ап 
authority is entitled to the higher or the lower 
rate of subsidy depending upon the balance of 
its housing revenue account, arrived at in the 
manner provided for in the Act (section 4). 
Supplemental subsidies may be given where 
expenditure greatly exceeds income when 
measured by the local yield of a penny rate 
(Schedule I). Additional subsidies are payable 
for blocks of flats exceeding four storeys, expen- 
sive sites, and agricultural dwellings (section 5). 

In a circular on the new Act issued by the 
Ministry of Housing and Local Government 
(No. 55/61, Housing Act, 1961), it is.explained 
that the changes in the structure of the subsidies 
which have been made are designed to make the 
arrangements more flexible, with the object of 
securing a better distribution of financial assist- 
ance while maintaining the annual additional cost’ 
to the Exchequer at about its present level; and, 
more particularly, to enable local authorities in 
framing their building proposals to take account 
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of all urgent housing needs which they alone 
can meet, while at ће same time giving more 
help to those authorities most in need of it. It is 
emphasized that the main purposes for which 
local authorities should continue to build are 
slum clearance, building for the elderly, and 
building for ‘overspill’. But it is recognized that 
there are other urgent problems, such as the 
relief of overcrowding and of the bad living 
conditions often found in houses let in lodgings 
or shared by more than one family. It is pointed 
out that the new arrangements are designed to 
encourage authorities to pursue rent policies 
which assure them a total rent income of twice 
the 1956 gross value of their houses, whilst still 
enabling them to adjust rents to the needs of 
tenants, 


Advances to Housing Associations 


A further circular of the Ministry (No. 12/62, 
Housing Associations in England and Wales) 
deals with assistance to housing associations. It 
is perhaps not widely understood how valuable 
is the part which housing associations can play 
in meeting the demand for housing, and it is 
gratifying that the Minister of Housing and 
Local Government is anxious to see an expansion 
of associations’ activities, which, as the circular 
says, could do much to bring about a broadening 
of the range of housing provision in directions in 
which it is badly needed at the present time. The 
circular explains that the provision whereunder 
‘special arrangements’ (as defined in section 11) 
may be entered into and associations may thereby 
receive subsidy direct from the Minister is new, 
and has been introduced primarily to facilitate 
the payment of subsidy where associations are 
building for old people with the aid of loans 


from the Minister under section 7 of the Act of © 


1961. 

Nevertheless, the Minister is not anxious to 
advance loans under section 7 for building for 
old people, since association schemes for old 
people — an important part of the work of asso- 
ciations and one which the Minister hopes to see 
developed still further – will normally be for the 
benefit of people for whom local authorities 
generally provide and should therefore be carried 
out under ‘authorized arrangements’ (as defined 
in section 11) with the authorities, and section 7 
really has a different purpose. This is to enable 
associations registered under the Industrial and 
Provident Societies Act, 1893, to build for people 
who want to rent a house and can afford to pay 
an economic rent, and who do not therefore need 
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to look to a local authority. For this purpose 
section 7 establishes a loans fund of £25 million. 
The Minister may make an advance to an associa- 
tion out of this fund to meet the whole or any : 
part of the expenditure incurred by the associa- ' 
tion in connection with a scheme which he has 
approved. A loan will carry interest at the rate 
fixed by the Treasury under section r of the 
Public Works Loans Act, 1897, in respect of 
loans to local authorities made on the same date 
and for the same period, and be repayable іп. 
each case over a period not exceeding sixty years. 
One particular form of association wbich will be 
eligible to submit a scheme under section 7 is 
the co-operative or co-partnership association in 
which the members collectively own the accom- 
modation which they occupy, and the Minister 
would like to see further schemes of this kind. 


Management of Houses in Multiple 
· Occupation 


Part II of the Act of 1961 contains amendments 
of the Act of 1957 and confers important powers 
on local authorities, in particular to enable them 
to deal with squalid living conditions in houses 
in multiple occupation, that is to say, houses let 
in lodgings or occupied by members of more 
than one family. Section 13 empowers the 
Minister by statutory instrument to make regula- 
tions to ensure that a person managing such a 
house observes proper standards of management, 
and section 12 (1) empowers a local authority by 
order to direct that the regulations shall apply to 
any such house which appears to the authority 
to be in an unsatisfactory state in consequence of 
failure to maintain pfoper standards of manage- 
ment. Such regulations (S.I. No. 688 of 1962) 
made by the Minister became effective on 
May 22nd. 

Notice of the authority's intention to make an 
order must be served on interested parties (sec- 
tion 12 (2)), and there is a right of appeal to a 
magistrates’ Court on the ground that the 
making of the order was unnecessary (section 
12 (4)). Application may be made to the authority 
for the revocation of an order, and there is a 
similar right of appeal against refusal (section 
12 (6)). ТЕ the authority considers that the con- 
dition of a house falls short of the requirements 
imposed by the management code, it may serve 
on the person managing the house a notice 
specifying the works necessary and requiring 
him to carry them out (section 14 (1)); any other 
person known to be an owner or lessee of the 
house must be informed that a notice has been 
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served (section 14 (4)). Appeal against a notice 

lies to the magistrates! Court on various grounds, 

e.g. that the condition of the house did not 
¢ justify the authority in requiring the execution 
` of the works specified (section 14 (5)). 

Section 15 empowers an authority to require 
the execution of works of other descriptions, 
namely, to remedy defects with respect to light- 
ing, ventilation, water supply, washing facilities, 
drainage and sanitary conveniences, or facilities 

„ог the storage, preparation and cooking of food, 
and for the disposal of waste water; while section 
X6 empowers it to require works to be carried 
out to provide satisfactory means of escape from 
fire. Appeal against notices served under sections 
15 and 16 lies to the County Court (section 17). 
In the event of failure to comply with a notice 


x^ served under sections 14, 15 or 16, the authority 


may carry out.the works itself and recover the 
costs thereof (section 18). Section 19 enables the 
authority to make directions to prevent or reduce 
overcrowding. 


Improvements and Repairs 


Section 29 increases from 8 per cent to 123 per 
cent the rent increase permitted under section 5 
(1) of the Rent Act, 1957, on account of improve- 
ments undertaken to a dwelling let on a con- 
trolled tenancy, the amount of the increase being 
calculated by reference to the cost borne by the 


~“ landlord in respect of improvements completed 


‘after November 24th, 1961. The same increase 
is allowed in the case of an uncontrolled dwelling 
improved with the aid of a discretionary improve- 
ment grant or a standard grant. Sections 3o and 
31 contain amendments relating to grants for 
improvements. j 

Section 32 (1) revolutionizes the law of land- 
lord and tenant by importing into a lease of a 
dwelling-house to which the section applies a 
covenant by the lessor to keep in repair the 
structure and exterior of the house and to keep 
in repair and proper working order the installa- 
tions for the supply of water, gas and electricity, 
and for sanitation ánd for space-heating or 
heating water. Апу covenant by the lessee for the 
repair of the premises is of no effect so far as 
it relates to the matters aforementioned. 

'The lessor is not required to carry out any 
works.or repairs for which the lessee is liable by 
virtue of his duty to use the premises in a tenant- 
like manner, or would be so liable apart from any 
express covenant on his part; to rebuild or re- 
instate the premises in the case of destruction or 
damage by fire, or by tempest, flood, or other 
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inevitable accident; or to keep in repair or main- 
tain anything which the lessee is entitled to 
remove (section 32 (2). In determining the 
standard of repair required by the lessor's 
repairing covenant, regard is to be had to the 
age, character and prospective life of the premises 
and the locality in which they are situated (sec- 
tion 32 (3)). In a lease where the lessor's repairing 
covenant is implied there is also implied a 
covenant by the lessee that the lessor or his agent 
authorized in writing may at reasonable times of 
the day, and on giving the occupier twenty-four 
hours' notice in writing, enter the premises to 
view their condition or state of repair (s. 32 (4)). 


Restriction on Contracting Out 


Subject to section 33, section 32 applies to any 
lease of a dwelling-house granted after the passing 
of the Act, being a lease for a term of less than 
seven years (section 33 (1)). A lease is treated as 
being for a term of less than seven years if it is 
determinable at the option of the lessor before 
the expiration of seven years from the com- 
mencement of the term; if it is not so determin- 
able, it is not so treated if it gives the lessee an 
option for renewal for a term which, with the 
original term, amounts to seven years or more 


(section 33 (2)). If part of the term falls before 


the grant, that part must be left out of account, 
and the lease is treated as a lease for a term 
commencing with the grant (section 33 (5)). 

Section 32 does not apply to a new lease 
granted to a person in possession if the new lease 
is a tenancy to which Part II of the Landlord and 
Tenant Act, 1954 (which gives security of tenure 
to business, professional and certain other tenants), 
applies and the earlier lease either is such a tenancy 
or would be such a tenancy but for section 28 of 
that Act (which relates to voluntary agreements 
for the renewal of tenancies); nor does it apply 
if the earlier lease is not within section 32 and, 
if granted before the passing of the 1961 Act, 
would not have been within it if granted after 
that date (section 33 (3)). Section 32 does not 
apply to a tenancy of an agricultural holding 
within the meaning of the Agricultural Holdings 
Act, 1948 (section 33 (4), of the 1961 Act). 

The County Court may, with the consent of the 
parties, authorize the inclusion in a lease of 
provisions excluding or modifying the repairing 
obligations imposed by section 32, if it appears 
to the Court reasonable to do so (section 33 (6)), 
but it is not otherwise possible to contract out 
of the lessor's obligations or the lessee's im- 
munities (section 33 (7)). 
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The Accounting World 


TOPICS OF PROFESSIONAL INTEREST FROM OTHER COUNTRIES 


CANADA 
Inventory Information · 

НЕ Canadian Institute of Chartered Accountants 

has recently published the fourth edition of 
Financial Reporting in Canada, which summarizes 
financial statements from 1957 to 1960 inclusive. 
Commenting on the generally acknowledged fact that 
à proper interpretation of operating results of manu- 
facturing companies necessitates a knowledge of the 
division of inventories between raw materials, work 
in progress and finished goods, the journal of the 
Canadian Institute, in its accounting research section, 
reports that 87 per cent of the companies surveyed for 
this publication give an undivided inventory. 
This shows no change in practice during the past 
four years. 

‘Most inventories are valued at the lower of cost 
or market and the journal observes that it is un- 
fortunate, in view of the lack of any accepted meaning 
for ‘market’ in Canada, that only a handful of com- 
panies explain the sense in which they use the word. 
There is a wide diversity of practice in Canada, due 
to uncertainty as to whether ‘market’ is to be ‘re- 
placement cost’, as it normally is in the United States, 
or ‘net realizable value’ as in Great Britain. It is 
suggested, therefore, that Canada might well adopt 
_ the recommendation of The Institute of Chartered 
Accountants in England and Wales for the abandon- 
ment of the word ‘market’ and use the descriptive 
words which are appropriate to the valuation adopted. 
The fact that fourteen companies out of 300 of the 
larger public Canadian companies did explain the 
meaning is seen as a hopeful sign. 


BELGIUM 


Professional Rules for Accountants 


HE Collége National des Experts Comptables de 

Belgique has issued a code of rules for its 
members. The code calls for an oath to be sworn by 
all members to emphasize the serious nature of their 
moral obligations under it. 

Accountants must respect professional secrets and 
only divulge information acquired in a professional 
capacity if it is the object of criminal proceedings, or 
of an investigation by the disciplinary body, or where 
specifically authorized by the client. Professional 
secrecy extends to the accountants' clerks, and the 
principal is responsible for seeing that this is observed. 
The accountant must conduct his affairs on a high 
moral'plane, and any aspects of his private life 
susceptible of damaging the dignity of the profession 
are proper subjects for disciplinary action. 

' 'The accountant must exercise his profession in 
complete independence and avoid placing himself in 


a situation where his freedom could be compromised. 
He must refuse any assignment, or abandon one 
already commenced, where he becomes aware of апу. 
facts which tend to restrict his freedom of action. 
The exercise of the following activities are incompat- 
ible with his profession: trader, agent or business 'go- . 
between’; any function within a company of which he 
is auditor; any occupation which restricts his inde- 
pendence. Members are forbidden to take any 
employment requiring day-to-day management in 
profit-making business firms, or in the Press, whether 
remunerated or not, except for publications mainly 
devoted to matters which concern the accountancy 
profession. ` 


Advertising of any kind is forbidden, and this 
extends to personal publicity whether direct or 
indirect and authorizing a third party to use the 
name of the accountant for commercial or advertising 
purposes. Collective advertising may be undertaken 
if it emanates from the Collège. Letter-headings 
must be sober and contain, besides name and address, 
only diplomas and university degrees, bank account 
numbers, hours for consultation and membership of 
any legal or private body having a relationship with 
the profession, Name-plates on doors must also be 
of modest size, and of sober appearance. 


It is forbidden to pursue clients by offering com- 
missions or reduced fees, by holding meetings of a 
publicity-seeking nature, or by revealing political or 
administrative activities. Accountants must provide 
each other with assistance and do nothing capable of 
harming a colleague. Differences between members of 
the Collège should be submitted to the President 
of the Collège for arbitration. If a member dies, the 
President of the Collège can be requested by the heirs 
to appoint a member of the Collège as temporary 
replacement, to administer the practice of ‘the 
deceased. If a member is suspended, the President 
can nominate a successor, with the agreement of the 
parties affected. 

Members should avoid receiving deposits of 
money or securities from clients or third parties. If 
such a deposit is unavoidable, it should be effected 
at a bank and a separate account opened for it. 
Remuneration must be by fee, no other form of 
remuneration, direct or indirect, being permitted. 
Sharing of fees is only permitted where based upon 
effective collaboration. Fees should be fixed in 
consideration of the tvpe, importance and complexity 
of the assignment and responsibility undertaken, as 
well as the particular competence and reputation of 
the accountant. Fees may not be calculated on the 
basis of results to clients. Except in judicial pro- 
ceedings a member may not pass an opinion, written 
or oral, on a fee charged by a colleague. ^. < 
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UNITED STATES. 


Price Indices in Property Accounting 


HE use of price indices in property accounting 

is the subject of a recent article in the N.A.A. 
` Bulletin (New York), by Mr Robert H. McCleary, 
supervisor of the equipment control section of 
Sylvania Electric Products Inc. 

His company’s property accounting, states Mr 
McCleary, has been mechanized for years. Its circum- 
stances require an especially effective system for 

. keeping track of large quantities of productive equip- 
ment. There are approximately eighteen thousand 
pieces of capital equipment and approximately one 
Bundred pieces have to be transferred to meet sched- 
uled production requirements each month. Each 
capital item has its own tabulating data card, created 
from input data at the time the item is capitalized. 
The cards represent an up-to-date inventory control 


==“ file of capital equipment. 


In these demanding circumstances Mr McCleary 
shows how price index factors can be used to solve 
problems in three distinct phases of property 
accounting: 


(1) computing year-o of-purchase cost of reused 
parts in machines being rebuilt; 
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` (2) determination of proper selling prices on used 
equipment; 


(3)listing insurable values of capital plant a and 
property. 


The author says that the use of price index factors 
provides a sound, valid, consistent base on which to 
calculate these values. The company does not use 
general indices but obtains from an insurance com- 
pany those needed to reflect the change in replace- 
ment value of its particular equipment. 


Controllers Institute: Change of Name 


T its annual meeting on April 3oth, The Con- 
trollers Institute of America changed its name 
to Financial Executives Institute. 

An issued statement says that the new name 
reflects the change in status of financial management 
generally. The Institute's President and more than 
250 of its members have the title, 'Vice-President 
(finance), in their respective companies, and many 
others are executive vice-presidents or treasurers. 

Treasurers who do not have controllership 
responsibilities are also to become eligible for 
membership of the Institute. 


Long-term Planning 


by PROFESSOR A. GOUDEKET 
Chief Internal Auditor, N.V. Philips Gloeilampenfabrieken, Eindhoven 


А paper presented at the “Information for 
Management’ Conference of the London and 


District Society of awa aba, Accountants at 
Oxford on April r3th. ` 





ONG-TERM planning is an outstanding 
subject in the minds of all those who in one way 
or another are concerned with trade and 

industry. They are interested in long-term planning 
both as a part of the greater entity which is indicated 
by the term ‘management science’, as well as a 
separate object of study. In this paper I hope to 
substantiate that it is quite logical that long-term 
planning should have attracted so much interest. 


Auditors and Planning 


By way of introduction I would like to suggest that 
the subject is an eminently appropriate one for study 
by experts; and this automatically gives rise to the 
question ‘as to what extent the auditor may. be 
regarded as an expert. I am of the opinion that in this 
respect the auditor has only a general expert know- 
ledge and therefore is not a specific expert. In the 
felis of accounting, business economics and auditing, 


-Nederlands Instituut van 


the auditor is a specific expert; but in respect ‘of а 
number of related areas the auditor cannot pretend 
to be a specific expert. In view of ever-increasing 
specialization and also of the specific knowledge 
which the auditor has to acquire for effective execution 
of his primary function, it is impossible for him to 
have expert knowledge in all those fields with which 
he has greater or lesser points of contact. 

Bearing this in mind I have, of course, asked myself 
why I as an auditor should have been given the 
honour of presenting this paper. I would like to state 
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first and foremost that I do not consider myself 
to be a specialist in the field of long-term planning. 
It would certainly not have been difficult for the 
organizers of this conference to find someone with 
greater expert knowledge in this subject. I regarded 
it as important, therefore, to reflect upon the reasons 
for the invitation extended to me, because this would 
also give me an idea of the approach to the problem 
expected from me. 

In the first place I might be expected to say some- 
thing about the application of long-term planning 
in the Philips concern, which as a consequence of its 
diversification, both geographically and product-wise, 
presents a particularly interesting set of problems. 

It could also be that British auditors are particularly 

interested in the attitude of the members of the pro- 
fession in the Netherlands towards long-term plan- 
ning and the extent to which such planning plays a 
part in Dutch professional practice. 
© For these reasons I propose to say first a few 
words on some aspects of the Dutch professional 
viewpoint, then I will follow with my own views on 
the problem of long-term planning, and in conclusion 
will give some idea of its application in the Philips 
concern. 


Dutch Professional Viewpoint 


The professional audit in Holland is strongly in- 
fluenced by business economics, which is evidenced 
by the concentration of the auditor on the appraisal 
of the facts behind the figures in addition to the 
formal routine checking. For this paper, I am 
restricting myself to what is called, in Holland, the 
-general function of the auditor, namely, the audit 
dirécted at certifying the annual accounts. According 
to Dutch professional views, the fundamental 
contents of the auditor’s report are that the annual 
accounts give a true and fair.view of the results 
achieved in the period under review and of the net 
worth at the end of that period, in accordance with 
economic principles. 

Another important aspect of Dutch professional 
views is that the advice to the management of the 
enterprise —for instance, in the fields of business 
economics, organization and finance — constitutes an 
essential part of the outcome of the work performed 
by the auditor in his general function. 

It will be clear that in this conception of his general 
function a certain degree of knowledge in the field of 
long-term planning is indispensable to the auditor. 
As regards the advisory aspects of the general 
function this will be quite obvious, but it also holds 
good for the pure auditing aspects. For instance, 
there are several valuation problems which can only 
be satisfactorily solved with an insight into the future 
utilization of the assets concerned; the creation of 
provisions will mostly be based on future expecta- 
tions, Furthermore, with regard to the profit and loss 
account, it is becoming more generally recognized 
that in principle this is concerned with. а relatively 
incidental break in the life of the enterprise, which 
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requires not only an insight into the past but also 
into future possibilities. 
Perhaps I may be permitted, as the chief internal 


auditor of the Philips concern, to conclude my. 


remarks on the Dutch professional viewpoint with a 
few words regarding the internal audit function. 
The Dutch viewpoint in this respect may best be 
described as follows: the duties of the internal auditor 
are such that, if he were an external auditor, he could 
report on the annual accounts without any funda- 
mental modification of or extension to his audit 


work. The conception of the internal audit function, 


entails that the internal auditor has a wider scope of 
work than the external auditor. 

Therefore, what I have said of the auditor's 
required knowledge in respect of long-term planning 
is even more true for the internal auditor. In accord- 
ance with this viewpoint, in our function within the 
Philips concern, we certify the internal annual 


accounts. This certificate is of importance to our" 


external auditors. 


Importance of Long-term Planning 

It may be known to you that the International 
Institute of Administrative Sciences (ТТ.А.5.) has 
selected long-term planning as the topic for its 
meeting this year. This caused the Netherlands 
Institute of Efficiency to deal with this same subject 
at its annual conference last year. In preparing this 
paper I have used some statements which were made 
in the papers presented at that conference. 

Planning, it was stated, is the formulating of an 
objective which one wishes to realize in a more or 
less distant future, the review of the possibilities of 


realization and the determining and systematic *, 


grouping of the measures to achieve this realization. 
Of course, we have all at some time come across other 
definitions, the more so since each writer and speaker 
always believes he has found a better one. A very 
pointed definition which I once heard and which 
appeals to me very much is: planning is thinking 
consciously of the future of the enterprise. 

It is a fact that as a consequence of the structure 
of society, of economic events and of technical 
production processes becoming increasingly compli- 
cated and also of the increasing speed with which 
changes occur, that planning as such has become 
increasingly important. The further this develop- 
ment progresses, the further one has to look ahead in 
planning; in other words, the more important does 
long-term planning become. 

One observes that in literature on this subject there 


is often more stress сп the necessity to direct planning y. 


~ 


in order to maintain the relative position of the ' 


enterprise in its branch of industry, rather than on 
obtaining maximum profits. I believe that this 
emphasis is due to a misunderstanding and is like 
putting the cart before the horse. It appears unrealistic 
to me not to consider profit-making as the ultimate 
aim of private enterprise. | 

Now the point is to decide what this striving after 
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profit means or should mean. One must find what is 
the best profit for the enterprise, and this need not 
be necessarily the highest profit in any particular 
-period. It is far more important to strive after a good 
level of profits which can be maintained as perma- 
nently as possible, rather than to try to achieve a 
short-term high profit. With this permanently good 
level of profits, the relative market position is an 
important factor in maintaining the earning capacity. 
То this example many others could be added to 
show that the ultimate purpose, and the essential 
.means required to achieve that purpose, are often 
confused. 

The elements which together constitute long-term 
planning are markets, production, and investments 
in capital goods as well as in ‘human capital’. At the 
annual conference mentioned previously, one of the 
contributors presented this as follows. “The objective 
we are concerned with is the achieving of balanced 


-— growth, which also includes providing for the need 


"Su 


for managerial staff. Even early in my career – and 
that is a long time ago — one of my bosses expressed 
the same view in a metaphor – "There may be good 
and bad generals, but there are no good or bad 
soldiers", "Therefore, by taking care that there is an 
adequate managerial staff the effective running of the 
organization is ensured.' j | 

I could continue in this way for quite some time 
and give you a survey of-the principles and tech- 
niques of long-term planning. However, I do not 
think this to be appropriate. If I had wanted to 
present my paper in this manner, the best way 
would have been to make a thorough study of all 
publications, sifting the wheat from the chaff and 
referring you to the wheat. 


Logical Development 
I feel the need to approach the significance of 
long-term planning as one of the ‘tools’ which 
management has at its disposal in another way. A 
way which, in my opinion, penetrates into the 
principles of internal organization and therefore 
enables us to see long-term planning not as a separate, 
newly-created aid, but as a logical development in 
the field of internal organization. Seen in this 
perspective, long-term planning has an organic place 
in the complex of aids which are available to manage- 
ment for decision-making. Approached in this way 
we are not concerned with the question whether an 
enterprise should either apply long-term planning 
or not, but with a self-evident matter with a logical 
consequence of the efforts to maintain the organiza- 


4" tion of the enterprise оп an up-to-date level. 


I arrived at this conclusion last year when I 
prepared a paper to be presented at an employers' 
conference on the problems of 'innovation'. In that 
context I read an interesting reflection in the book, 
The Landmarks of Tomorrow, written: by the. well- 
known American author, Peter Drucker. In my 
opinion the reflections on innovation given in this 
book have a universal significance and are also applic- 


THE 
ACCOUNTANT 


799. 


able to long-térm planning. These reflections. also 
carry the interested reader back to the origin, and: 
therefore to the essence of the problem. I consider 
these reflections to be important enough to put them 
before you in brief. | ` 

In itself, innovation is not a new thing; it has 
existed since the beginning of time, What has changed: 
is the way in which we think of innovation. 1f, in the 
past, progress was seen as an inevitable automatic 
chain of events, in our present way of thinking it is 
to be considered as an intentional, co-ordinated, 
directed change, called innovation. Or expressed in 
another way: innovation is now seen as the resultant 
of directed human activities. 

In tbe business field, innovation is no longer 
something special: it is a normal feature of effective 
management, its realization has become a normal 
expense to be calculated in costs; innovation makes 
planning a necessity. It is also true that planning has 
been in existence since the memory of man, albeit 
that in the past planning was effected without any 
conscious system or pattern but nowadays con- 
sciously and systematically. 


Risks and Responsibilities 
Innovation brings with it three risks: challenge, 
failure, and success. Taking of risks necéssitates the 
defining and accepting of responsibility. This makes. 
planning, and especially long-term planning, an 
essential element of management. Planning has to ' 


` be on a sound basis, that is to say, past achievements 


should not automatically be its starting point nor 
should it be based on wishful thinking. No, a rational 
choice must be made from various possibilities, taking 
into account the risks inherent in each of them, based 
on a considered judgment; thus planning must be 
applied in connection with co-ordinated ‘innovation- 
effort'. Such management is automatically long-term 
management. It takes into account developments in 
all aids and techniques, whether realized or antici- 
pated in its support. 

It is the specific duty of the expert to see that there 
is balanced growth in the development of manage- 
ment sciences, techniques and methods. Тће feed- 
back effect of the available aids and techniques on 
the development of management is a remarkable 
phenomenon. Seen in this way, long-term planning 
is definitely an indispensable aid to a rational, 
up-to-date management, as well as being the product 
of evolution – a product which is complementary to 
all other aids employed in effective management. 
Thus long-term planning constitutes a form of 
budgeting adapted to the changed circumstances. То 
put it even stronger: it is inseparable from budgeting. 

In principle and in technique, long-term planning 
is identical to budgeting, but deviates therefrom in 
degree of certainty of outcome due to the character- 
istics inherent in the 'long-term'. The uncertainty 
factor in outcome is in direct relationship with the 
span of time from the present to the end of the 
period covered by long-term planning. ''hus we have 
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the same principles, the same techniques and also 
the same degree of indispensability as in budgeting. 
The essential difference is the period to which the 
planning relates and accordingly the task-setting 
element will dependent upon the length of the 
period, be of greater or lesser strength. On these 
grounds I consider the interrelationship of budgeting 
and long-term planning to be of essential significance 
and I would go as far as to say that these are an 
entity. 

The most recent period of long-term planning is 
always absorbed into the budget and a new, more 
remote period, is added to the long-term planning. 
It goes without saying that the experience in the last 
budget period will influence the construction of the 
long-term plan, and that the analysis of the deviations 
between the figures of the most recent period appear- 
ing in the long-term plan and those absorbed into 
the budget is of significance to the long-term plan. 

Before going into the application of long-term 
planning in the Philips concern 1 would like to 
indicate, briefly, that the elements of which the 
budget and long-term planning consist are in fact 
directed at the objective of entrepreneurial activity. 

As already mentioned the objective of this activity 
may be deemed to be the making of the most appropri= 
ate profit on a continuous basis, which also implies 
the maintaining of the relative market position and a 
permanent co-ordinated innovation effort in which, 
of course, research plays an essential part. 

у Scientifically based investigations will then lead 
to the following planning and budgeting: 


Activities 

(a) Sales : 

. Here the investigations comprise specification 

"^ according to products, types, sales outlets, classes 
of customers, selling methods, etc. Justified results 
can only be achieved by an expert application of the 

' most refined modern techniques, including the 
psychological aspects of consumer behaviour. 


(b) Production 
Here the questions ‘where’ and ‘how’ play a 
predoininent part; in this respect, the investments 
involved in each of the possible answers to these 
questions should also be taken into account. 


(c) Purchasing and stock policy 

A rational purchasing and stock policy is only 
possible if operations research and similar refined 
statistical techniques are applied. Sales, production, 
purchasing and stock policy are not activities each 
forming a separate class, but are interdependent 
: activities which therefore must always be seen in 

their interrelationship. 


(d) Profitability | 
: Profitability must be estimated on a normative 
` basis for all levels in the organization. For this, 
' realistic task settings, that is to say, task settings 
which are deemed realizable in practice, must be 

' taken into account. Replacement value and alloca- 
tion of expenditure and revenue to the period to 
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which they economically relate, are necessary if 
there is to be a rational basis for the determination 
and analysis of profits, and a basis for comparison 
is to be created. 


Financing 


Since budgeting and long-term planning, each 
in themselves, should form a closed circuit, the 
master budget will always have to include a balance 
sheet as at the end of the budget period, and as at 
the end of each interim period of the long-term 
plan. This ensures that the financing, -both as 
regards the total amount required and its sources, 
is included fully in the plan and that the adjusting ` 
effect of the financing possibilities on the activity 
planning has been duly incorporated. 2 

I,would like to emphasize that all these elements 
constitute one comprehensive whole and that each 
change in any one of these elements usually involves 
quite a number of changes in the other elements. It 
is evident that in larger organizations this will give. 
rise to the problem of flexibility, in which respect a 
computer may bring relief. 

Last, but definitely not least, the plan demonstrates 
the need for managerial staff commensurate with the 
planned development. This in its turn also constitutes 
a task-setting, in this case, for the function within 
the enterprise which is responsible for the long-term 
planning of ‘human capital". 


Application in the Philips Concern 


The foregoing may have explained that long-term 
planning is not a problem on its own, but a problem 
interrelated with internal organization. If that internal 
organization is not built in such a way that the plan 
or the budget can be segregated into autonomous 
responsibilities, and if it does not have an accounting 
organization which makes possible the drawing-up of 
separate áccounts per responsibility, then neither the 
long-term planning nor the budget will meet expecta- 
tions. Very rightly Mr Peter Drucker, whom I have 
already mentioned earlier in this paper, observes: 


‘Most business men still believe that basic 
decisions are made by top management. Indeed 
practically all textbooks lay down the dictum that 
“basic policy decisions are the prerogative of top 
management” and at most that “top management 
delegates certain decisions". But this reflects 
yesterday's rather than today's reality, let alone that 
of tomorrow. It is perfectly true that top manage- 
ment must have the final say, the final responsibility. 
But the business enterprise of today is no longer an 
organization in which there are a handful of “‘bosses”’ 

: at the top who make all the decisions while the 
“workers” carry out orders. It is primarily an 5 
organization of professionals of highly-specialized 

` knowledge, exercising autonomous, responsible 
judgment. And every one of them — whether man- 
ager or individual expert contributor — constantly 
makes truly entrepreneurial decisions, that is, 

` decisions which affect the economic characteristics 
and risks of the entire enterprise. He makes them 
not by “delegation from above” but inevitably in 
the performance of his own job and work. 


^h 
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‘For this organization to Бе functioning, two things 
are needed: knowledge by the entire organization 
what the direction, the goals, the expectations are; 
and knowledge by top management of what the 
decisions, commitments and efforts of the people 
in the organization are. The needed focus can only 
be provided by a long-range planning.’ 

It cannot be said that in the Philips organization 
the most modern techniques are applied throughout; 
nor can it be said that budgets and long-term plans 
are prepared to perfection. However, it is definitely 
true that at the top and at lower levels, both at head- 


' quarters and in its subsidiaries, people are budget- 


N 


minded and therefore also think in terms of 
long-term planning. | 

More important than perfectionism is the fact that 
the philosophy has been accepted throughout and 
that in all the divisions and departments of Philips, 
people speak the 'language of planning'. Notwith- 
standing mistakes and deficiencies, this remains the 
most important feature. With us, budgeting and 
planning are not something special, something for 
which one has to sit and think; no, tt is a matter of 
course. | 


| The Philips Organization 
An idea of the way in which planning is operating 
in the Philips concern may best be obtained from a 
brief outline of its organization. Аз regards the ele- 
ments of which the budgeting and planning activities, 
as explained in the foregoing, consist, it may be said 
that in the field of budgeting we are very advanced; 
while in the field of long-term planning we are 
rather advanced, but definitely less advanced than in 
budgeting. 

Our innovation efforts are also directed at the 
composition of budgets and long-term plans as such, 
in the sense that we are continuously striving after 
an improvement of the aids and techniques to be 
applied. 

'The Philips concern is made up of subsidiaries 
and central divisions, each with its own board of 
management having a great degree of independence. 
Each of these units has its own budget and long-term 


' planning and — according to the degree of in- 


depend ence — its own financial rendering of accounts, 


that is to say, an independent accounting system - 


with its relative balance sheet and profit and loss 
account. 

The Philips management consists of the board of 
management and staff functions. 'The latter are func- 
tionally concerned with creating the conditions 


< required for an efficient fulfilment of the correspond- 


ing functions in all independent units of the concern. 
Group policy decisions flow from central manage- 
ment to the boards of management of the units. In 
these units these decisions – adapted to the local 
circumstances — are taken as a basis for budget and 
long-term planning (four years). These are submitted 
to central management for approval. 

This approval serves a dual purpose. On the one 
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hand, it is the outcome of the review of the budget 
or the plan as an independent document checked 
against group policy. On the other hand, it implies 
that central management has verified that the con- 
solidated plans and budgets of all units lead to an 
acceptable result, taking into account considerations 
of capacity (both financial and quantitative). Sum- 
marizing, it may be said that the budgeting and 
planning-activity within the Philips concern is 
characterized by being: (а) a factor in the manage- 
ment of each unit, and (b) a consolidation of the 
underlying units for each successive level of manage- 
ment. 

It should be realized that fully analogous to the 
budgets each month, a comprehensive profit and loss 
account per division (both geographically and product- 
wise) and a consolidated balance sheet are prepared. 
Thus we have at our disposal a complete entity in 
the field of planning: individual and consolidated 
budgets and long-term plans, individual and consoli- 
dated accounts at short-term with related analyses 
concerning the variances from budgets. From the 
latter data, succinct monthly information is prepared 
for the board of management. 

From the foregoing it may be rightly concluded 
that we are not dissatisfied with the achievements in 
the field of planning made in our organization. Of 
course, we are not completely satisfied, but in view of 
the ‘planning spirit’ prevailing we have confidence in 
future development. 

I would like to conclude by bringing the auditor 
once more to the fore. Activities of the auditor 
concerning long-term planning mean in my view — as 
you will understand – activities related to the internal 
organization of the enterprise. This is the accepted 
viewpoint of the audit function in the Dutch 
profession. These views do not imply that the 
auditor should be an expert in all specific fields of the 
organization, but it does mean that in these fields 
the auditor is the person of trust for management; on 
the strength of his obsérvations in the course of his 
audit, he will be in a position to draw attention to ` 
problems which may arisé; he can give advice to 
management — in some cases as a specific expert, and 
nearly always as a general expert; and in appropriate 
cases he will be in a position to advise management to 
call in a specific expert in a particular field. 

As a result of enterprises becoming increasingly 
complex, management at its various levels becomes 
ever more dependent on the reliability of information 
submitted to it. On the basis of that information, 
decisions are taken which often concern very large 
amounts and which may considerably affect the 
results of a number of years. I have already explained 
in the beginning of this paper that the auditor is also 
interested in this information in his pure audit 
function. It is high time that the auditing profession 
became increasingly conscious of the economic 
function which it can fulfil in the business community, 
in addition to its primary function aimed at verifyin 
financial accoünts. i 
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Weekly Notes ` 


PROGRESS ON THE COMMON MARKET 


OLLOWING the weekend of discussions in 

Brussels the Lord Privy Seal, Mr Edward Heath, 
has come down emphatically on the side of optimism 
about the time schedule for this country's entry 
into the European Common Market. He said at the 
beginning of this week that a great deal of hard work 
would have to be done but it was now agreed that 
there may be a basis for agreement by the end of 
July. It would then be possible to put the draft outline 
of the scheme to the Commonwealth Prime Ministers' 
` Conference in September. 

'There has been mild optimism in administrative 
circles:for some weeks that negotiations were making 
progress. This is the first time that a considered 
optimistic statement has been forthcoming from the 
political head of the negotiations on the United 
Kingdom side. It would seem that the basis of the 
optimism is the amount of useful progress which has 
been made on the minutiae of the economics of the 
problem. Even within the economic context there do 
not seem to have been outstanding major achieve- 
ments but the bits and pieces add up to progress. 

The political side of the negotiations has always 
beer the most difficult in prospect. It would seem, 
however, that the recent exchanges between Mr 


Macmillan and President de Gaulle have temporarily . 


allayed fears that the French Government would be 
hostile throughout the negotiations. The fact remains, 
however, that the major manoeuvres on the political 
side may still have to take place. The French Govern- 
ment has not yet finally shown its hand and there is no 
reason why it should until the negotiations on the 
political side reach the point where the French view 
is decisive. That point may come later in the summer. 


F.B.I. ON THE OUTLOOK 


T latest inquiry by the Federation of British 
Industries covers the period May 23rd to June 151, 
and, therefore, pre-dates the recent easing of credit 
restrictions and the nervous state of world stock 
exchanges. The inquiry shows a rise in the majority 
who are more optimistic about general conditions 
than four months ago and a fall in those less optimistic. 
'The change, however, is not sufficient to bring about 
a net upward balance of opinion. i 

In general, the situation does not seem to have 
changed much since the February investigation. At 
that time there were reports of a downward or level 
trend in the major business indicators with expecta- 
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tions of improvement. These expectations did not 
materialize in the period under review. 
An important feature of the latest results is the 


further rise in the proportion of firms working below _ 


full capacity. In February, 59 per cent of firms said 
they had spare capacity and this has increased to 
64 per cent. Shortage of orders is increasingly given 
as the reason for limited output and the other chronic 
limitation, shortage of skilled labour, seems to be 
less significant. А growing majority of firms expect 
to authorize less investment in the next six months. 


There is a downward adjustment of stocks of raw | 


materials and work in progress, which was reported 
in February and subsequently confirmed by officia 
statistics. • 

There is continuing optimism about the export 
trade. Thirty-six per cent of firms report an increase 
in export orders and 26 per cent a decline, an upward 
balance of то per cent against 2 per cent in February. 
Тће European Common Market continues to be 
where prospects are improving most rapidly, while 
prospects seem to be worsening in Africa, Australasia 
and India. 


THE BANK ADVISES 


T. current (June) issue of the Bank of England 
Quarterly Bulletin contains the usual summary 
of the course of recent economic events which 
is of particular interest at the present time in 
view of opinion that an early cliange in the 
Government's economic policy is needed. Several 
critics have averred that there is now a real danger, 
aggravated by conditions in Wall Street, of deflation 
in the United Kingdom. Hence it is suggested 
that some stimulus to both investment and, 
more especially, consumer spending is now over- 
due. The Bank's Bulletin is more cautious, re- 
minding its readers of the circumstances which led 
to the raising of Bank rate to 7 per cent last July, and 
adding that in the process of relaxing restraint it is 
necessary to ensure that 'the seeds of similar trouble 
are not sown'. It stresses that a rising level of domestic 
expenditure cannot be sustained without a much 
higher level of overseas earnings, i.e. exports. 'T'here 
is, adds the Bulletin, a danger that relaxation of the 
present restrictions could easily lead ‘to an excessive 
concentration (of home demand) in. certain periods, 
to the detriment of the overseas trade balance’. 
The latest Bulletin continues the series of excellent 
and informative articles on financial topics. Ал 
analysis of the distribution of the national debt, which 
brings up to date the series published in the Radcliffe 


Report, reveals that the proportion thereof held by ‘ 


the banking sector fell between 1958-1961 from 22 to 
16 per cent. A description of the nature of inflows 
and outflows of foreign funds and their impact upon 
the monetary system, a further note on the estimates 
of United Kingdom overseas portfolio investment, 
together with the voluminous statistical tables, ensure 
that the Bulletin is rapidly becoming a most valuable 
addition to current literature on the financial scene. 
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HIGHER TRADE GAP 


HE seasonal adjusted external trade gap for May 
1962 was £49 million compared with £45 million 


z for the average month so far this year. Exports at 


` £338 million were nearly 6 per cent higher than the 
monthly average for the first five months of the year, 
while imports at £412 million were 9 per cent higher. 
In the year to date exports have been rising steadily, 
the markets in Western Europe having been particu- 
larly buoyant. In addition, there is no longer a fall in 


shipments to other sterling countries depressing the. 


- total. It will be observed that the latest F.B.I. survey 
of business expectations, mentioned in a note on 
[he preceding page, also takes an optimistic view of 
export prospects. Last month's rise in imports is 
thought to have been accentuated by expectation 
of a dock strike. Nevertheless, the increase last month, 
coupled with the sudden jump last January, has put 

‚ the average level of imports above the corresponding 


^ level for 1961. 


~ 


There seems to be little doubt that the run-down 
in stocks of raw materials is helping to contain the 
expansion of the import bill. It seems unlikely that 
this fall can go on much longer and that by the late 
summer or early autumn industry must start re- 

` building its stocks. The continuing buoyancy of 
exports and the prospect of higher capacity working 
by industry for the home market as credit restriction 
relaxations begin to take effect, are likely to cause a 
gradual filling.of the production pipelines. This will 


occur at a season of the year when sterling is vulner- ` 


able. In other words, the modest buoyancy in exports 
must build up to a higher level of activity over the 
next three months if the visible trade gap is to be kept 
within modest proportions. 


EFTA's FOREIGN TRADE 


BOOKLET issued by the Secretariat of the 
European Free Trade Association called ‘EFTA’s 
Foreign Trade’ sets out the trading experience of the 
members of EFTA for the year ended June 3oth, 
1961. It points out that the United Kingdom ac- 
counted for over half of EFTA's world exports, 


followed by Sweden and Switzerland. Likewise the . 


United Kingdom was the main importer. Тће net 
balance of trade showed imports exceeding exports 
by 24 per cent. About two-thirds of this was with the 
European Economic Community and about one-third 
with the United States. All EFTA countries had an 
individual net trade deficit, the largest import surplus 
being for the United Kingdom and for Norway. 


г During the period under review EFTA's world’ 


trade balance deteriorated slightly. Taken as a whole, 
by the end of June 1961 exports covered about 80 per 
cent of imports. The best performance was by Sweden 
with 92 per cent and the worst by Portugal with 
53 per cent. P 

бо far as trade among members of EFTA was 
concerned, this expanded over the period by about 
12 per cent compared with a то per cent increase 
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to the European Economic Community. and with 
5 per cent to the rest of the world. There was a slump 
of 20 per cent in trade with the United States. 


CREDIT SQUEEZE.IN ENGINEERING 


HE Engineering Industry's Association has 
recently circulated its members about the use of 
trade credit brought about by the conditions of the 
recent credit squeeze. Although this investigation 
has been confined to the engineering industry it is of 
interest to many others, for throughout industry one 
effect of the credit squeeze was to slow up the pay- 
ment of bills. š i 
The Association asked members to give their 
turnover in the last quarters of 1960 and 1961 and 
also the total of debtors' balances owing to them at the 
end of each of these quarters so that the ratio could 
be calculated of the total of debt to the preceding 
quarter's turnover. 0 

Some 226 firms responded to the questionnaire 
and the following general conclusions emerged. 
In the 1960 quarter, smaller firms normally gave 
somewhat shorter credit terms than larger ones. Тћете 
was a significant change, however, in 1961. Small 
firms found themselves granting longer credit terms 
than the largest firms. The medium-sized firms 
remained highest in the term of credit granted but 
the increase of 1961 over 1960 was less than that 
suffered by the small firms. 

The Association points out that at times of credit 
squeeze it is inundated with complaints from its 
smaller members, who are least able to cope with the 
strain imposed, about slow payment of bills. The 
Association points out that the Government imposed 
the credit squeeze to regulate the economy and curb 
inflation and expects the impact to be equitable, a 
state of affairs which this survey shows is not so. 
The fact is, of course, that any form of monetary 
control is rarely equitable. Those most vulnerable 
and most easily put under pressure to reduce their 
credit аге the ones who are affected first. This is true 
whether it is professional accounts with the banks or 
small companies in all industries. T'he real answer to 
the-credit squeeze to avoid financial embarrassment 
is to refrain from over-trading and to keep adequate 
liquid reserves. | i 


_ INSTITUTE OF ACTUARIES’ ANNUAL 
MEETING 


ЈЕ his address at the annual general meeting of the 
Institute of Actuaries last Monday the retiring 
President, Mr J. H. Gunlake, с.В.Е., F.LA., referring 
to membership and recruitment, said that for the first 
time since 1958 the number of students again 
exceeded 1,000 and that, at over 1,000 and 2,500 
respectively, the number of Fellows and the total 
membership were at the highest levels ever attained. 
Careful investigation had been made into the future 
need for actuaries over the next ten years, and it had 
been decided that the Institute should continue to be 
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active in the recruitment of new entrants of the right 
standard of ability, including a high proportion of 
university graduates. 

While the training and examination of students, he 
said, imposed a heavy burden on the Institute's quali- 
fied manpower, the need for research had not been 
overlooked and in this area it was hoped to make an 
announcement regarding the future of the Actuaries' 
Investment Index at an early date. There was, how- 
ever, a need for more activity by the members both in 
research and the preparation of original papers for 
sessional meetings of the Institute. 

"Turning to the future the President referred to the 
Institute's booklet appealing for an independent 
advisory body on National Pensions, and asked 


ТНЕ 
ACCOUNTANT 


June 23rd, 1962 


whether they dare hope that the National Economic 
Development Council might take an interest in the 
subject. He also drew attention to the National 
Productivity Year planned for 1963 and said that in 
his opinion even professional men can often increase , 
their contribution to the national output by improved 
methods of organization and work study. 

Mr Gunlake described the one hundred and four- 
teenth year of the Institute's existence as one of 
extensive and important achievement. The first inter- 
national congress of actuaries to be held in the 
United Kingdom for thirty-seven years was being . 
planned for 1964. 

The new President of the Institute is Mr K. A. 
Usherwood, M.A., Е.Т.А. ° 





This is My Life... 


by An Industrious Accountant 
CHAPTER 129 


KNOCKED sharply on the door of the sales 

manager's office, and entered to find him in 
conference with his senior assistants. Scotty looked 
up with a wary grin. ‘Ye ken the fire in his e’e, 
laddies, he remarked. “Pm. thinking that loon 
Browne's at the root of the trouble.’ 

He was right; Browne was. In fact, that customer 
has been a thorn in our side for months past. It 
started when I got a personal letter from him 
apologising courteously for his account being a little 
overdue and asking for our esteemed indulgence in 
connection with the enclosed further order. 'The said 
account was very overdue and much too high; the 
ledger clerk, somewhat inexperienced, had really been 
caught napping. ; 

Stern measures were taken with Browne, but to 
little effect. ТЕ was necessary to threaten a writ before 
he yielded far enough to send us a small currently- 
dated cheque, plus four post-dated ones. Three days 
before the first of them was due he wrote asking us 
to hold it for a further fortnight. We replied in 
outraged protest; after ten days came a letter from 
his wife saying he was too ill to attend to business. 
*He's no fule’, said our S.M. approvingly, ‘he doesn't 
miss a trick.’ 

My private grapevine told me that Browne was hale 
and hearty; I already knew he had a public house as 
well as his drapery shop. It was a surprise, therefore, 
when his cheque was ultimately returned to us by the 
bank, marked R.D.; this particular morning it had 
bounced again, hence my indignation. Scotty had 
interceded for his old friend Browne all along the 
line; now I had to tell him our solicitors had been 


instructed to issue a writ. Justice, I had pleasure in . 
pointing out, was about to be seen to be done. 

But still Scotty pleaded for time. Why bankrupt.a 
customer by going to extremes and perhaps lose 155 
in the £? he asked; why not insist on further instal- 
ments instead? We knew Browne had resources 
somewhere; it was a question of strategy at this stage. | 
We finally compromised; we drove off together for a 
summit ultimatum, to give the old defaulter another 
chance. i Е 

Little good we did, however. Browne proved to be 
an autocratic, pompous character with marked lack 
of co-operation; he seemed to régard our threat of 
foreclosure as tactless bluff. His family had traded 
with us for generations and were regarded locally as 
leading citizens; to stoop to sordid business details 
was clearly distasteful to him. In Mr Pickwick's Club 
the term ‘haberdasher’ was an insult; Browne would 
have felt the same. True, his shop was far from 
prosperous, but he’d pay shortly; the public house 
actually belonged to his brother, who'd surely tide 
him over if really pressed. Browne poured enormous 
tumblers of whiskey with lordly condescension; our 
money seemed very remote. р 

He talked on arrogantly about the changes in social 
values nowadays; the old estates sold, the grand old 


-families vanished, the influx of strange new immi- 


grants. Scotty agreed dispiritedly; I threw in 
thoughtlessly what seemed an appropriate couplet: 

*But a bold peasantry, their country's pride, 

When once destroyed, can never be supplied. 

The result was electrifying. Browne jumped up 
furiously. ‘Who’re you calling a peasant? he roared 
at me, his face crimson. Scotty, shocked into wakeful- 
ness, almost had to hold him down. Some ancient 
sore spot had clearly been touched; Browne’s hands 
were shaking with emotion. | 

Well, ће calmed down at last; he wrote a big 
cheque for us with tight-lipped dignity and showed 
us out like intruders. Тће bank duly honoured it; 
we've had no trouble with him;since. You know, 
people are unpredictable. I'd like to know the story 
behind his injured mask of family pride. 


E 
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Finance and 
Commerce 
` Relay Exchanges 


HE reprint this week is from the report and 
° № accounts of Relay Exchanges Ltd, а name pro- 
bably known to readers who may receive their ТУ 
and radio through the Rentaset organization or over 
the ‘wired’ service. That is the basic business. The 
company also has Goodmans Industries making 


` loudspeakers and vibration test equipment, Молк 


Metal Windows, Metal Developments making alu- 
minium lamp-posts, and Recordaphone which pro- 
vides a telephone answering and dictating machine. 
Mr J. W. C. Robinson, M.B.E., is at the head and the 
directors include Mr J. W. Kinsman, F.c.a. (secretary) 
and Mr B. H. J. Daniel, F.c.a. (controller). 


An important point in these accounts is the very: 


substantial provision for renewals. Mr Robinson, for 
the benefit of new shareholders, gives a ‘lengthy 
explanation of our depreciation policy so that it may 
be fully understood and the benefit entailed for future 
profit prospects fully appreciated’. The purpose is as 


he says, ‘to maintain our shareholders’ capital now ` 


mainly invested in television sets on hire to the public.’ 

Due to changes in fashion and the evolution of new 
techniques, the nature of these assets is such that they 
have a comparatively short life, even when well 
maintained. Fortunately, many long-standing custo- 
mers are content to continue using older types of sets 
to obtain the benefit of the annual reductions in 
rental allowed by the company. 


Heavy Provision 

Mr Robinson says the пева for the heavy depreciation 
provisions has been recognized as sound and justified 
‘even by those responsible for assessing our appro- 
priate allowances’ for depreciation for taxation pur- 
poses’. But, he adds, there has been trade criticism 
against the form of the allowances by competitors 
anxious to handicap rental for the benefit of increased 
retail sales of ТУ sets by nire-purchase. ‘If these 
taxation arrangements were singled out for discrimi- 
natory treatment to mollify competitors, we would 
naturally object’, he says. 


Despite the heavy provision of sets already made,. 


absorbing about 75 per cent of the year's surplus, 
the board is contemplating setting aside in 1962 — out 
of the balance of profit carried forward – a sufficient 
sum which, with appropriate tax adjustments in- 
volved, would finally write off the remaining cost of 
ТУ sets with screen sizes less than seventeen inches. 
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Smaller-screen sets, however, are at present still 
revenue-earning assets. 

What will emerge from the Pilkington Committee 
and its awaited report is a big uncertainty. It is most 
desirable, says Mr Robinson, that the company 
should be able to make provision to write off sets 
which may not be suitable for conversion to suit new 
systems of broadcasting that may come. But his view 
is that none of the possible changes could come so 
rapidly as seriously to affect the prospect of maintain- 
ing earnings. And if drastic changes do come, he 
believes they would create greater opportunities for 
rental than ever before. 


Competition 

Main competition for rental is hire-purchase. In 
1961 it was competition on 'uneconomic terms' 
which arose from the overproduction of ТУ sets by 
manufacturers in 1960. Manufacturers and hire- 
purchase finance companies, says Mr Robinson, 
“Joined together to persuade the retail trade to rush 
into rental at panic prices. These rentals were based 
on purchases of sets at far below normal prices. The 
fact that television rental is a long-term business in 
which the main expenses are incurred by the main- 
tenance of service over a number of years, was 
disregarded’. 

It may have served the purpose of manufacturers 
in so far as the sets were shipped out of the factories, 
he goes on, but it is resulting in ‘painful experiences 
for the unlucky retailers who were encouraged to 
over-trade recklessly’; and ‘heavy losses will eventu- 
ally come home to the manufacturers who gave long- 
term credits indiscriminately and the hire-purchase 
companies who advanced money on the assunfption 
of the security of this kind of business brought to 
them by small retailers, based on cut-price rentals’, 

The experience of this company, over the years, 
is that on each hiring, sets do stay out on average for 
not more than about two years, after which they need 
an expensive overhaul before re-issue. ‘It is completely 
wrong’, says Mr Robinson, ‘to equate rental with 
hire-purchase as one and the same thing’. The 
essential appeal of rental is the customer’s avoidance 
of responsibility without entry into long commitment 
and being able io change the set as often as desired. 


Disillusioned 


Mr Robinson reckons that the severe competition 
of. 1961 and early 1962 will soon be over. He believes 
that the hire-purchase finance companies which 
assumed it was possible for comparatively small 
businesses to embark on a programme of rapid and 
extensive development in competition with the well- 
established rental business, on rentals at current levels, 
and which expect these concerns to pay the cost of 
hiring money at high rates of interest, high shop 
rents, advertising and development expenses, will be 
disillusioned. 

Meantime, there remain the control of hiring 
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orders of the Board of Trade and the underlying 
effort to equate conditions between rental and a hire- 
purchase system under Government anti-inflation 
regulations. The orders require a rental customer to 
make a down payment of not less than three months' 
rental before a set is delivered, unless the set is over 
three years old. But the hire-purchase promoters, Mr 
Robinson says, resent the fact that the down-payment 
on a hire-purchase contract is 20 per cent of the 
selling price, which generally works out at more than 
the rental down-payment. Remove all controls on 
rental and hire-purchase, he says, and “our business 
would flourish still more’. But, he observes, ‘it is 
worthy of note that we have a growing interest in 
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retailing and hire-purchase trading which we are 
capable of expanding if the opportunities justify it’. 


Running Broker 


НЕ discount market, to the uninitiated, is pro- 
bably a complicated enough institution anyway 
without the use of a term which may have puzzled 
some of our student readers when we referred to 
Gerrard & Reid, the discount company, in our issue 
of May 26th. The company, we said, originated in the 
firm of running brokers, Gerrard & Middleton, 
established in 1870. What were ‘running brokers’? 
In fact, they went their rounds of the City making 


a living as intermediaries between buyers and sellers, 





RELAY EXCHANGES LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 3lst DECEMBER, 1961 


Year ended 
315 December 
1960 
£ - £ £ £ 
4,235,620 PROFIT ON TRADING before charging items below — .. S. T .. as E 4,483,972 
Directors’ remuneration: — 
7,575 Fees xš k: ws =e ne .. xs $i kx ае 6,719 
40.147 Other emoluments ae ats .. 25 EE ae se Ss oe .. 42,397 
47,722 49,116 
Provisions for:— f 
167,392 Depreciation—freehold and leasehold property, office furniture and motor vehicles .. 125,243 
2,580,005 Renewals of plant, trunk wiring, television and radio receivers .. 2,973,320 
135,438 Interest on loan stock—gross wå s Va ia oe ed s. Va = 193,250 
7,618 Interest on loans—gross — .. > ых ar n^ MS Wa. T E se 5,519 
89,879 Discounting charges .. ry š 75,106 
. 5,071 Audit fees and expenses .. ate ee 5 а ~ a " RN ЕА 5,340 
— Preliminary expenses written off .. " В vs . 295 
3,033,125 3,427,189 
1,202,495 SURPLUS ON TRADING BEFORE TAXATION .. x ae a 1,056,783 
TAXATION:— | 
Relief received in respect of investment allowances: 1960— £399,340; 1961—#463,282 
27,697 Income tax assessable 1962/63 on profits as consolidated ir T we ss — 
21,418 Profitstax e a+ 0... "c PN 23,005 
128,555 Equalisation of taxation ii wa we .. E ae a Vs s 82,132 
177,670 ——— 105,137 
1,024,825 BALANCE OF INCOME AFTER TAXATION њу es a 951,646 
568,304 Dividends paid and proposed less income tax .. à PH S n ss oe 582,165 
BALANCE OF INCOME:— 
456,521 Retained by the group р ки . . .. . . 369,481 
51,562 Retained by subsidiary companies .. M .. ES T. oe #4 6,844 
404,959 Dealt with in the accounts of Relay Exchanges Limited 2x wa .. zy 362,637 
354,152 Brought forward by Relay Exchanges Limited as at 31st December, 1960 .. E 759,111 
Š: BALANCE proposed to be carried forward;— 
759,111 Relay Exchanges Limited y is . 1,121,748 
Subsidiary companies:— : 
75,767 Brought forward as at 315: December, 1960 as .. A T A. 127,329 
51,562 Income of year retained PP m m 6,844 
127,329 —U — 134,173 
:£886,440 £1,255,921. ` 
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RELAY EXCHANGES LIMITED AND SUBSIDIARY COMPANIES 
NOTES ON ACCOUNTS FOR THE YEAR ENDED 3156 DECEMBER, 1961 





‘Note 1. FIXED ASSETS of Relay Exchanges Limited end subsidiary companies. А 
As ct 3156 December, 1961 











As at 
315: December, 1960 Relay Exchanges Limited Cost Depreciation 
£ У £ £ £ 
16,195,595 Television sets and accessories .. 25 ms vs 52 za xx <a vs .. 19,435,193 — 19,435,193 
2,286,832 Television aerials .. Tm .. .. .. bs e = s .. m .. 5 2,962,036 ~ 2,962,036 
9,200 Radio receivers and loudspeakers s és à vs s e ae .. E 196,380 — 196,380 
26,527 Plant, trunk wiring and installations — .. КЕ АЕ s РА v. x T i^ 37,445 — 37,445 
535,276 Motor vehicles — .. y 55 A ve КЕ Ms ДБ es x A Mi 677,995 356,427 · 321,568 
87,572 Office furniture ..  .. v $$ PT vs ae Se ES ds S .. ^ 165,890 24,505 ` 141,385 
600,465 Freehold property "T m a А vs. ^x x T .. .. vs 901,131 38,505 862,626 
154,005 Leasehold property y» + vs T РЕ T x АЕ X i и 236,477 37,582 198,895 
99 Goodwill .. 8 xs em 5 B Ms .. E ^ "T а .. 99 — 99 
£19,895,571 . . £24612,646 ° 
367,781 Less: Depreciation .. yä RG su ate v2 OM di S ME T га £457,019 
£19,527,790 Net book value .. .. .. e .. oe "s .. .. s .. .. £24,155,627 
As at As at 3158 December, 1961 
3l st December, 1960 The Group . у Cost Depreciation 
£ É £ £ ` 
16,421,062 Television sets and accessories .. va D .. .. i .. as ss .. 19,801,419 — 19,801,419 
2,287,141 Television aerials .. и .. аж x vs is T ке + = a 3,012,267 — 3,012,267 
202,147 Radio receivers and loudspeakers =< Vs f 53 s ix à 198,330 — 198,380 
655,848 Plant, machinery, trunk wiring and installations xw Spa o zs i s vs 780,210 — 780,210 
606,047 Motor vehicles — .. ** 55 2% E zn VE МЕ T xv Р ; 738,626 393,099 345,507 
178,672 Office furniture  .. we «s m ue ХР ae «9 - - ых a 242,073 56,295 185,778 
1,013,518 Freehold property +s еж Ри .. ea БЯ Пе ss 25 E xs 1,329,338 56,122 1,273,276 
235,593 Leasehold property =a m .. .. ки wand. NT = sls iz ВИ 268,724 42,608 226,116 
£21,600,028 2 £26,371,077 
474,504 Less: Depreciation .. n <é s ES s s Sa I 2$ s% ka . £548,124 
£21,125,524 Net book value .. Vis fu ë E e vs s CES C 2 £25,822,953 


Eras 





Note 2. Replacement of certain fixed assets is provided for by the provision for renewals. Details of these provisions аге:— 


As at 3156 December, 1960 As at 3lst December, 1961 
" Relay . Relay 
Thè Group Exchanges ¿ : Exchanges The Group 
Limited Limited 

£ £ 1 £ £ = 
6,817,819 6,737,020 Television sets and accessories .. аа oe oe en .. ¿š ah vs E 8,961,485 9,107,994 
1,193,323 1,193,142 Television aerials .. 55 PA ais iy .. ЕЕ .. ВА " 4% 1,727,887 1,734,821 
190,473 920 Radio receivers and loudspeakers | m us vs ae os НА E à a 178,791 180,791 
337,340 125,478 Plant, machinery, trunk wiring and installations as zi is ~ А s Pay 143,439 386,405 
£8,538,955 — £8,056,560 : i : 5 . £11,011,602. £11,410,011 








The total provision of £11,011,602 in the balance shee: of Relay Exchanges Limited includes £124,838 which relates to plant, trunk wiring and installations of 
` ` subsidiary companies, 


Note 3. The movements on capital reserve are as follows:— 


Relay 
Exchanges The 
Limitec Group 
£ £ 


Share premium account:— 
Balance as at 315: December, 1960 ee T .. .. .. ys vs s ae 712,091 712,091 
Less: Stamp duty on acquisition of лече company an m vs Ws .. ње ya 226 226 


711,865 711,865 
Profit on sale of certain fixed assets:— 


Balance as at 3156 December, 1960 T "s vs .. .. .. vs. x — 5,395 
Transferred during year .. a 9 E .. es dis 2:0 б .. 5 —. 3,574 


£711,865 £720,834 








Note 4, The amount set aside for equalisation of taxation is calculated at current rates of taxation on the excess of the net book value of fixed assets of the 
Group eligible for capital allowances over the written down value of such assets for tax purposes. 


Note 5. Discounting advances— This sum represents monies received on the sale of a proportion of future rentals receivable, 


Note 6. At 3156 December, 1961 there were commitments for capital expenditure not provided for in these accounts amounting to approximately £333,000. 
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of bills of exchange. For various reasons, some houses 
could be short of maturities for a particular day or 
days; others could find their bill portfolio possibly a 
, little heavy. The state of the market at any particular 
* time could much depend on whether daily money was 
‘easy’ or in short supply. 

In the atmosphere of urgency that can develop as 
banking hours draw to a close, i: is not difficult to 
imagine running brokers actually running, especially 
when it is realized that in those days there were no 
telephones in the City. The first City telephone 

. exchange did not arrive until 1879 — actually at Мо. 36 
Coleman Street. Everything had to be done by per- 
sonal contact which was largely provided by the 
funning brokers. Such was business life in this mid- 
Victorian era ~ with no phones, no motor-cars, no 
adding machines and hardly a typewriter. 


Unclaimed Dividends 


SMALL matter of interest ia company adminis- 
tration is provided by the action being taken by 
The Shanghai Electric Construction Co Ltd in 
regard to unclaimed dividends. With an issued capital 
of £670,000 -to give the figure perspective — un- 
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claimed dividends appear in the balance sheet at 
£3,476. 

Action takes the form of a special resolution to 
insert a new article in the articles of association. It 
reads: "Ihe payment by the directors of any un- 
claimed dividend or other moneys payable on or in 
respect of a share into a separate account shall not 
constitute the company a trustee in respect thereof 
and any dividend or other moneys in respect of a share 
unclaimed after a period of twelve years from the date 
when such moneys became or become payable shall 
be forfeited and shall revert to the company pro- 
vided that the directors may remit such forfeiture if 
in any case they shall in their absolute discretion think 
fit to do so.’ 

According to Mr H. Ockford, the chairman, the 
dividends unclaimed go back to a period prior to 1941. 
The directors feel the company could usefully employ 
the money and that its liability should be discharged. 
. The fact that of the board of three, Mr Ockford 
and Mr F. W. Wills are chartered secretaries and the 
third director is Mr А. С. Touche, F.c.A., should 
give. absolute assurance that everything is in proper 
form. 





CITY NOTES 


TOCK-MARKETS have continued to feel their 

way in the past few days. The City's weather eye is 
still on Wall Street, but the shock waves of movements 
in that centre seem to be damped down to some 
*" extent on reaching this side, following the object lesson 
of the switchback movement of ‘Black Monday’. 


There is a tendency to look for a slightly improving. 
economy at home. A further cut in Bank rate would 
occasion no surprise and would be taken largely as an 
indication that the slight ‘ease’ was still in progress. 


Company news continues to be like the curate’s 
egg, and it is evident that in many instances the pace 
of growth has slowed considerably. Nevertheless, a 
number of company chairmen find it possible to be 
guardedly optimistic as to the future. 


Provided the market is spared any heavy political 
shocks, especially from overseas, selective recovery in 
prices is to be anticipated. Emphasis, however, must 
be on selection, for it is not past records but future 
& prospects which must be assessed. Yields based on 
past dividends can, in some instances, prove most 
misleading. 

Under such conditions, hcwever, new share offers 
have to be on quite attractive terms and in this 
sphere, too, careful choice might well provide 
profitable long-term investment. Stock-markets are 
not without interest for the shrewd investor. 


RATES AND PRICES 
Closing prices, Wednesday, June 20th, 1962 


Tax Reserve Certificates: interest rate (24.3.62) 3% 


Bank Rate 
Oct. 27, 1960 54% Nov. 2, 1961 6 2 
Dec. 8, 1960 5% Mar. 8, 1962 51% 
July 26, 1961 7% Mar. 22, 1962 596 
Oct. 5, 1961 64% April 26, 1962 ASA 
Treasury Bills 
April 13 £4 6s 8:540% May 18 £3 175 rod% 
April 19 £4 ss 4°31d%  Mayas £3 165 381292 
April 27 £4 15 o54d% June: £3 rss 798d% 
May 4 4 15 g72d% June 8 £3 155 о284% 
Мау 11 £3 192 8714% June 15 £3 145 pord% 
Money Rates 

Day to day 24-319; Bank Bills 
7 days 24-3576 2 months 36-38% 
Fine Trade Bills 3 months 32-34% 

3 months 51-69, 4 months 31-3} % 

4 months 51-6 % 6 months 34% 

6 months “53-64% 

Foreign Exchanges 
New York 2:801$-— 8: Frankfurt 11'21+% 
Montreal 3064-4 Milan 17434-4 
Amsterdam 10*091-1 Oslo 2004-4 
Brussels 139°754-2 Paris 1377613 
Copenhagen 19°344-4 Zürich -I12:12-$ 
Gilt-edged 

Consols 4% 63% Funding 3% 59-69 85 
Consols 28% 40% Savings 3% 60~70 81% 


Conv’sion 54% 1974 91% 
Conversion 5% 1971 9135 
Conversion 34% 1969 s 
Conversion 34 3⁄4 
Exchequer 53% 1966 те 
Funding 5+ % 82-84 от 
Funding 4% 60-00 88 
Funding 33% 99-04 бой 
Funding 3% 66-68 87% 


Savings 3% 65-75 721 
Savings 22% 64-67 884 
Treasury 5#% 2008-12 908 
Treasury 5% 86-89 844 
Treasury 34% 77-80 70% 


Treasury 3$ 7 79-81 71 

Treasury 24% 4o} 
Victory 4% 96% 
War Loan 34% 55% 
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Current Law 


Merchantability in c. & f. Contract 


T Mash & Murrell Ltd о. Joseph I. Emanuel Lid, 
([1962] x All E.R. 77, note) the Court of Appeal 
reversed the decision of Diplock, J. (as he then was) 
([1961 x All E.R. 485; The Accountant, August 12th, 
1961, where the facts are set out). Тће appeal is not 
fully reported, but it appears that their lordships took 
the view that on the facts there was no sufficient 
ground for inferring that the potatoes when put on 
board were not fit to travel on a normal voyage so as 
to constitute a breach of the warranty, which the 
Court assumed for the purposes of the appeal was 
implied in the contract, that the potatoes when put 
on board were in such a state that, after a normal 
voyage, they would on arrival be in such a condition 
as to be suitable for the purpose for which the 
plaintiffs required them. 'The Court held that 
the proper inference on the facts proved and on the 
balance of probability was that the potatoes remained 
unventilated, probably continuously for five days and 
nights in hot summer weather while the ship was in 
Cypriot.waters, and that heat asphyxiation resulting 
was the initial cause of the cargo's deterioration. The 
voyage was therefore not a normal voyage. 


Freeholders Leasing to Themselves 


I" Rye v. Rye ([1962] x All E.R. 146) the House of 
Lords disapproved on the facts of the decision of 
the Court of Appeal ([1960] 3 All E.R. 810; The 
Accquntant, July 8th, 1961, where the facts are set 
out), but affirmed it on different legal grounds. Two 
matters of great importance have been decided by the 
House of Lords. First, the word ‘conveyance’, 
defined in section 205 (1) (ii) of the Law of Property 
Act, 1925, applies, unless the context of a particular 
enactment otherwise requires, only to an instrument 
in writing, as opposed to an oral disposition. Similarly, 
in the absence of a special context, a person cannot 
‘convey’, within the meaning of that section, by word 
of mouth. Secondly, section 72 (3) of that Act, which 
provides that a man may convey land to or vest land 
in himself, does not enable him to grant a lease to 
himself, nor several persons to grant a lease to thern- 
selves. Viscount Simonds in his speech demonstrated 
how extraordinary, and indeed meaningless, such a 
transaction would be, even if the lease granted did 
not immediately merge in the higher estate out of 
which it was granted. Lord Denning described as 
‘а fantastic notion’ the proposition that a man could 
grant a tenancy to himself. 


Annulment of Bankruptcy: 

Revival of Unproved Debt 
HE landlord of a farm was indebted to the tenant 
as the result of an arrangement between them. The 
tenant died and his personal representatives called 
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on the landlord to render an account of what was due 
from her. The landlord had been adjudicated bank- 
rupt on the petition of the tenant in respect of another 
debt, but the bankruptcy was anulled under section _ 
29 (1) of the Bankruptcy Act, 1914, the order reciting 7 
that the Court was satisfied that the debtor had paid | 


_ all her proved debts in full. The tenant had not proved 


in the bankruptcy for the debtor’s liability under the 
arrangement referred to, and the question was whether 
the personal representatives were now entitled to sue. 
Where a proof is rejected by the trustee in bankruptcy, 
then the claimant is, by virtue of section 29 (2), bound, . 
notwithstanding that the bankruptcy is subsequently 
annulled. 

In More v. More ([1962] x АП 'Е.Е. 125) Cross, ].; 
held that the position was otherwise where there had 
been no proof in the bankruptcy. In so holding he 
applied a dictum of Vaughan Williams, L.J., in Re Keet 
([1905] 2 K.B. 666, at page 674) to the effect that ‘debts’ 
in section 35 of the Bankruptcy Act, 1883 (to which ^ 
section 29 (1) of the Act of 1914 corresponds), did not 
extend to provable debts which had not been proved. 
Accordingly, Cross, J., held that the plaintiffs were 
entitled to the account for which they asked. 


Unpaid Vendor of Shares 


N Musselwhite and Another v. С. H. Musselwhite & 

Son Lid and Others ([1962] 1 All E.R. 201) the 
plaintiffs claimed a declaration that the annual general 
meeting of the company for the year ending May 
31st, 1958, was invalid, and hence that every resolu- 
tion passed at it was irregular and invalid. The 
plaintiffs’ claim was based on the fact that they were 
shareholders of the company who had not been given 
notice of the meeting. In fact they had sold their 
shares to the second defendant, who was one of the 
only two other shareholders, under an agreement 
whereby part of the purchase price was to be-effected 
by instalments over a period of five years. Executed 
transfers had been handed over to a third party, but 
the plaintiffs remained the registered holders of the 
shares, They accordingly contended that, as unpaid 
vendors, they were entitled to exercise the voting 
powers attached to the shares registered in their 
names, albeit they were liable to the purchaser if they 
took, or to challenge by him if they threatened to 
take, action damaging the subject-matter of the 
purchase. Siemens Brothers & Co Ltd v. Burns: 
Burns v. Siemens Brothers Dynamo Works Ltd ([1918] 
2 Ch. 324) is authority that where shares are trans- 
ferred to and registered in the name of a mortgagee, 
he, as owner at law of the shares, has the voting rights 
in respect of them. 

Applying that decision, Russell, J. (as he then was) 
in the Musselwhite case held that an unpaid vendor 
remaining on the register was not to be regarded as 
being in a weaker position than a mortgagee and re- 
tained vis-a-vis the purchaser the prima facie right 
to vote in respect of the shares registered in his name. 
It followed that the plaintiffs were entitled to the 
declaration which they sought. 
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FOR STUDENTS 


‘JOINT venture’ is defined in Bells Principles. 
Art. 392, as follows: 

*Joint adventure or joint trade is a partnership confined 
to a particular adventure, speculation, course of trade or 
voyage, and in which the partners, either latent or known, 
use no firm or social name, and incur no responsibility 
beyond the limits of the adventure.’ 


'Thus the partnership is no different from an ordinary 
one, except that it is of a limited nature. 

* From an accounting viewpoint, there are two main 
ways in which the financial transactions may be 
recorded, (a) where a separate set of books is opened 
for the transactions, and (6) where a separate set of 
books is not maintained. 


(a) Where a Separate Set of Books is Kept 


Where the venture is of sufficient importance to warrant 
the maintenance of a separate set of books, in all 
probability a joint bank account would be opened, 
therefore the transactions would be recorded in per- 
cisely the same manner as those of an ordinary partner- 
ship. Thus, anything paid into or withdrawn from the 
joint bank account by any of the venturers, would be 
credited or debited to the relevant capital account of 
the venturers concerned. 

Itis not essential, however, for a special bank account 
to be opened, although a separate set of books may be 
maintained to record the transactions. In this event, 
the capital account of each venturer disbursing or 
receiving cash in respect of the venture would be 
credited with the disbursements made by him (the 
appropriate expense accounts being debited), and 
debited with the amounts collected by him. 

At the end of the venture, the profit and loss account 
of the venture will be prepared, and each venturer's 
share of the profit or loss will be transferred to his 
capital account. 

We have been considering so far, the entries made 
in the joint books opened specially for the venture. It 
must be appreciated, however, that each venturer must 
also take cognizance of the transactions of the venture 
in his own individual books, even though a separate 
set of books is maintained for the venture. 


Example 


Iron and Steel entered into a joint venture to buy and sell 
second-hand motor-cars. Profits and losses were shared: 
Iron as to two-thirds and Steel as to one-third. A separate 
set of books was kept, but no separate bank account was 
opened, each venturer paying for his individual purchases 
and disbursements and receiving the amount due for sales 
effected. 


X On August 16th, 1960, Iron purchased two cars for £320 


and £480, respectively. He incurred expenditure of £120 on 
repairs and on September 1st, 1960, sold one of the cars for 
£400 and on September roth, the other car for £620. 

On September 12th, he purchased a further car for £600 
which was sold on September 2oth, for £800, which amount 
was paid to Steel by Iron. 

On August 12th, 1960, Steel purchased a car for £400 


which he sold for £500 on August 15th, having incurred: 


expenses of £40 on it. This car was returned by the custo- 
mer on August zoth who was allowed £480 for it. As this 
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car was still unsold on September зо, it was agreed it 
should be taken over by Iron at a valuation of £450. 

On September 39th, 1960, the sum required in full 
settlement between the venturers was paid by the party 
accountable. 


(b) Where Separate Books are not Kept 


ТЕ no separate set of books is maintained for the venture, 
each party will record in his own books his transactions 
relating to the venture. It is important to appreciate 
that the venturer only records in his books the trans- 
actions that affect him and to which he is a party. Тће 
book-keeping entries are as follows: 


(ту Each venturer opens in his books an account headed 
‘Joint venture with . . .'. This account is debited with 
any payments таде on behalf of the venture, cash or 
creditors being credited. When a sale takes place, the 
venturer effecting the sale credits his ‘Joint venture 
with .. г and debits cash or debtors. 

(2) A ‘Memorandum joint venture account’ is then pre- 
pared, this account corresponding to the profit and 
loss account of an ordinary business. It must be 
appreciated that this account does not appear in the 
books of either party, but is prepared from the trans- 
actions appearing in the books of the individual 
venturers and combines the items in the joint accounts, 
except the contras. I 

(3) Once the result is ascertained, each venturer debits or 
credits his own share of profit or loss to his “Joint 
venture with . . . account? and credits or debits his 
own profit and loss account. The balance on the joint 
account, if the venture is completed, represents the 
amount due from or to the other venturer. 


. It is likely in practice that the venture will not be 
completed at the time the accounts of one or both of the 
parties are normally closed, and thus it is necessary for 
the profit or loss to date to be ascertained. In order to 
do so, it is necessary for the unsold stock to be valued 
and the basis of valuation should be similar to that 
adopted in the case of consignment accounts, viz., at 
cost plus a proportion of the expenses incurred in 
getting the stock into its present condition and location, 
restricted to the market value, if lower. 

It is important to realize that the stock is the pro- 
perty of the venture, zot of the individual venturers, 
and for the purpose of interim settlements each party 
should carry forward in his joint account his proportion 
of the value of the stock in the ratio in which he shares 
profits. 

If an immediate settlement between the parties is 
not required, it is sufficient for each venturer to 
balance his Joint venture with . . . account’, bringing 
down the balance disclosed thereon and deferring . 
settlement until completion of the venture. 


Example 


Kneadle and Thrade entered into a joint venture to buy and 
sell a quantity of linen goods. Profits and ‘losses were to be 
shared as to Kneadle two-thirds, and Thrade one-third, and 
each was to be entitled to a commission of 5 per cent on 
sales effected by him. 

On January 1st, 1961, Kneadle purchased the goods at a 
cost of £8,200 financed, in part, by a loan of £2,000 ob- 
tained from Studd on behalf of the venture. 


812 


On January 12th, Kneadle sent to 'T'hrade goods which 
had cost £6,200 and paid carriage £93. On the following day 
Thrade paid £3,141 to Kneadle and £31 handling 
charges. 

By March 3186, when the parties agreed to effect an 
interim settlement between themselves, Thrade had sold 
the goods sent to him except a quantity which had cost £300 
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and paid £2,030 to Studd in settlement of his loan and 
accrued interest. 'The stock of unsold goods with Kneadle 
amounted to £900, at cost price. АП sales, both by Kneadle 


` and Thrade, were for cash at a uniform price of 40 per cent 


above the purchase price of the goods. Е 
The remainder of the goods were sold by April 30th, 1961, № 
on similar terms and the venture was finally closed. 





CAPITAL ACCOUNTS 






































1960 Iron Steel 1960 Iron Steel 
£ £ £ 
Aug. 15 Sales 500 Aug. 12 Purchases ЗА m 400 
. Sept. 1 Е 400 Ехрепзе 25 E ха 40 
» IO 35 62o » 16 Purchases 800° 
» 20 „о... ae 800 Expenses КА РЕ .. 120 
Cash from Iron 800 » 20 Sales account, allowance on car • 
» 30 Cartaken over 450 . returned 480 
Cash from Steel 270 Бер. 12 Purchases 24 боо š 
» 20 Cash to Steel.. 800 
» 30 Share of profit 220 IIO 
Cash to Iron .. 270 
£2,540 £1,300 £2,540 £1,300 > 
PURCHASES ACCOUNT 
1960 £ 1960 | £ 
Aug. 12 Steel: capital account — one car 400 Sept. зо Profit and loss account js 1,800 
» 16 Iron: capital account — two cars 800 
Sept.12  ,, 55 „ - опе саг боо 
£1,800 £1,800 
SALES ACCOUNT 
тобо 5 т9бо + + 
Aug. 20 Steel: capital account – allowance on Aug. 15 Steel: capital account — sales 500 
car returned Sie es vd 480 Sept. т Iron: capital account — sales 400 
Sept.30 Profit and loss account sales 1,840 » <>) » 55 уў РА 620 
» 20 » >» »» » 8оо 
£2,320 £2,320 
| REPAIRS ACCOUNT 
1960 £ 1960 £ 
Aug. 12 Steel: capital account — repairs А 40 Sept. 30 Profit and loss account sts 160 
» 16 Iron: 55 3j $5 120 
£160 £160 
PROFIT AND Loss ACCOUNT 
x 
£ S 
Purchases 1,800 Sales ie £ КА 1,840 
Repairs . RES 160 Car taken over by Iron 450 
Balance, net profit: 
Iron: two-thirds 220 
Steel: one-third 110 
— 330 
£2,290 £2,290 | 
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Воок$ or KNEADLE: JOINT VENTURE WITH THRADE 
1961 . i 6 1961 £ 
Jan. r Cash – purchased goods m 8,200 Jan. т Cash- loan from Studd .. 2,000 
» 12 Cash- carriage paid ЕА 93 » 13 Cash- from Thrade .. iA .. 8,141 
< Mar. 31 Commission on sales .. s qu. d 77 Маг, зт Cash- sales to даје .. ds 1,540 
`+ Share of profit to date 1,441 . Cash – from Thrade in settlement .. 2,326 
Balance carried down — unsold stock . . 804 
£9,811 £9,811 
Apr. x Balance brought down .. ` 804 Apr. зо Cash- Sales  .. 1,260 , 
» 30 Commission on sales .. v 63 
Share of profit Ке 260: 
„Сазћ – to Thrade in settlement m 133 
£1,260 £1,260 
BOOKS or Тнкаре: JOINT VENTURE WITH KNEADLE 
1961 £ 1961 £ 
Jan. 13 Cash – to Kneadle 45 3,141 Маг. 31 Cash sales 8,260 
Š Cash — handling charges: 31 Balance carried down — unsold. stock . 402 
| Маг. 31 Cash - to Studd 2,030 
i б Commission on sales 413 
Share of profit to date . 721 
Cash — to Kneadle in settlement 2,326 
А £8,662 £8,662 
Apr. 1 Balance brought down 402 Арг. зо Cash —Sales .. < 420 
i » 30 Commission on sales 21 Cash – from Kneadle in settlement . è 133 
Share of prófit 130 у 
‚ £553 £553 
MEMORANDUM JOINT VENTURE ACCOUNT 
1961 £ £ 1961 £ £ 
Jan. x Goods purchased „200 Маг. зт Sales to date: 
i » 12 Carriage on goods 93 Kneadle 1,540 
' » 13 Handling charges 31 'Thrade 8,266 
f^ Маг, 31 Loan interest as 30 —— 93800 
Commission on sales: Balance carried down — stock unsold . 1,206 
Kneadle 77 
'Thrade 413 
— 490 
d Profit: | 
Kneadle "E ae .. 1,441 
'Thrade ee m .. 721 
2,162 
— £11,006 £11,006 
Apr. т Balance brought down — stock unsold - 1,206 Apr. 30 Sales: 
» 30 Commission on Sales: Kneadle os КА 1,260 
Kneadle 63 'Thrade m 22 420 
'Thrade 21 . —— 1,680 
Profit: 
Кпеадје ss 5s . 260 
Thrade ae svi Ба 130 
— 390 
x £1,680 £1,680 
Мот: Balance of unsold stock on Aen ou £ 
With Kneadle, cost е 900 
With 'Thrade, cost . 300 А £ 
300 _ ` 1,200 *This is shared: Kneadle two-thirds .. 804 
Expenses on stock with Thrade 505 * 124 .. 'Thrade one-third Vs .. 402 
Р £1,206* £1,206 
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Electronics 


in the Office 


National Commercial Bank of Scotland's 
Progress in Electronic Accounting 


OLLOWING the establishmentiof a data processing 

centre by the National Commercial Bank of Scot- 
land in Edinburgh last year, referred to in The 
Accountant of November rrth, 1961, the accounts of 
thirteen branches of the bank are now being dealt with 
at the centre. LB.M. punched-card equipment, 
including an electronic calculator, has been used to 
take over the book-keeping for more than 19,000 
accounts, together with the attendant interest calcula- 
tions; branch mergers which will take place shortly 
will increase that number by a further 3,000 accounts. 

The work involves handling between 6,000-7,000 
transactions at the centre on a normal day, increasing 
to 12,000 on busy days. Other tasks already being 
carried out on these machines include the daily 
production of a printed report for each branch showing 
the state of'every current account when the branch 
opens for business, calculations of monthly salaries 


for over 1,000 staff, and certain administrative work. - 


The present system, which, it is claimed, is one of 
the most advanced of its kind, will be extended with 
the arrival of an Т.В.М. 1401 computer later this 
year. Information now recorded in punched-cards will 
then be transferred to magnetic tape. А further seven- 
teen branches in Edinburgh and Glasgow have been 
prepared for transfer of their accounting to the com- 
puter, and additional work will continue to be trans- 
ferred until the computer's capacity is taken up. Ап 
I.B.M. r412 reader/sorter, capable of sorting cheques 
at a speed of up to доо documents a minute, will also 
be linked to the computer system. Already all cheques 
being supplied to the bank's 400 branches carry the 
bank and branch codes printed in magnetic ink on 
paper specially made for high-speed electronic sorting. 
'The reader/sorter will not only sort cheques into branch 
order for all branches, but in the case of centralized 
branches, it wil read the amount of the cheque 
(inscribed in magnetic ink at the clearing department) 
and other information direct on to magnetic tape thus 
cutting out much of the present manual work. 

'Ihe work of centralizing these branch operations 
has gone smoothly. In the case of the first two branches 
the new method was run in parallel with the old for a 
period of six weeks — a period that included the end of a 
month and the bank's annual balance ~ ѕіпсе new 
conditions which arise at these times had to be tested. 
Thereafter, parallel running was for as little as one 
week, and between November and March a further 
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twelve branches were being taken over, some at 
intervals of only a week, and over the period two 
branches were. merged. Experience has also been 
gained in the transmission of information over a 


distance. Accounting for 350 staff accounts in a London ` 
office involves information being sent by teleprinter to ' 


Edinburgh where special equipment converts the 
paper tape into punched cards. When the Glasgow 
branches are taken over information will be sent 
likewise in paper tape form for processing by the 
computer. In the case of Edinburgh branches, paper 
tape records are produced as a by-product of add- 
listing operations, and collected by courier daily. 


Computer for Atomic Research Establishment 


NATIONAL-ELLIOTT 803 electronic data 
processing system has been ordered by the United 
Kingdom Atomic Energy Authority for use at Doun- 
reay Experimental Reactor Establishment. It will 
produce the Establishment's accounting records and 
simultaneously provide control over the costs of 
different research projects. 

The computer, to be installed this year, will be 
equipped with four magnetic file units. Punched-paper 
tape will be used for input and output, and working 
documents and reports will be printed on automatic 
typewriters. 

The 803 will provide a fully automatic system of 
stores accounting and control covering about 17,500 
items used by the Establishment's scientists and 
engineers. Other accounting tasks will include the 
payment of suppliers and contractors, and the main- 
tenance of the cost and accounting ledger. It is also 
planned that the computer will eventually produce 
the pay records for the 1,500 weekly paid staff and 1,000 
monthly-paid staff. 

Considerable benefits will be achieved through the 
development of an integrated costing system. The 
records stored on reels of magnetic film will be regularly 
up-dated during the accounting and other routines. 
Every week, the computer will go through these films 
and automatically extract the data required for costing 
purposes. Individual items of expenditure will then be 
allocated to the appropriate cost centres, for eventual 
reallocation to the actual research projects in hand. 


Census by Computer 


НЕ Board of Trade is to install at the Census 
Office at Eastcote, Middlesex, in September next 
year a LEO ш fully-transistorized electronic computer. 
'The computer's first main task will be work related 
to the Census of Production. It will involve the main- 
tenance of a register of all manufacturing enterprises in 
the United Kingdom, addressing census forms, receiv- 
ing completed returns and issuing reminders to 
companies late in submitting returns. Other work will 
relate to the Census of Retail Distribution, the working 
out of retail sale and wholesale price indices, and 
actuarial calculations. 


Telephone: Victoria 2002 (3 lines) 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Annual Church Service 


À special service for members of the Institute will be 
Кеја at St Margaret's Church, Lothbury, London EC2, 
et 12.45 p.m. on Wednesday, July 4th. The members 
cf the Council of the Institute will be present and the 


President hopes that as many members of the Institute 


zs possible will also attend. 


' Examination Results 

Candidates for the May Final and Intermediate 
2xaminations of the Institute may expect to receive 
эу post on Thursday, July 26th, a notice stating 
whether they have passed or failed. At the same 


-Yiime, under а new procedure (as already advised to 


+ 


4 required. 


students) lists giving the successful candidates’ numbers 
will be circulated to various centres and candidates 
who have not received their result on July 26th, may, 
therefore, make inquiries, during normal office hours, 
from any of these addresses. A list of successful 
candidates will be displayed at.the offices of the 
Institute on Wednesday, August rsth, and the full 
Eus will be published in The Accountant of August 
roth. + 


Members’ Library 


The first cumulative supplement to the August 1961 
Short List of books in the library of the Institute has now 
been issued. Copies, which contain additions to April 
1962 will be sent to members by the Librarian, free 
and post free on receipt of an addressed label. 


THE CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Executive Committee of 
The Chartered Accountants! Benevolent Association 
the chair was taken by Sir William Carrington, Е.С.А., 
the President of the Association, and: seven members 
were present. 

Applications for Assistance 


Six new applications for assistance were considered. 
In one case a loan was given to assist while temporarily 
unemployed; in two cases a donation was given; in two 
cases a grant was made and one application was refused. 

One of the applications was from a member, married 
with a young son, who had recently become un- 
employed owing to a take-over and who had been 
admitted to hospital owing to illness. A donation of 
6125 was made with a promise of a further donation of 
£125 three months. later if further help was then 
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Twenty-nine applications for further assistance were 
considered. In fourteen cases the grant was renewed; 


in six cases the grant was increased; in six cases the 


grant was reduced; in two cases the grants were not 

renewed but donations were given and one case was 

deferred. | 
Special Fund 


One application for further assistance was considered 
and a grant made. 


Matters Reported 


Changes in the circumstances of seven beneficiaries 
were reported and grants were adjusted or donations 
made in appropriate cases. Тһе death of one beneficiary 
was reported. 


MANAGEMENT ACCOUNTANCY RESEARCH 
UNIT 


А reception was held at Slough College of Further 
Education, on June 15th, to mark the fourth anniver- 
sary of the Colleges Management Accountancy 
Research Unit and the completion of a recent case 
study with A.E.C. Ltd, who were the hosts. 

The Unit is the first of its kind in the country and 
was formed to study at first hand actual industrial 
problems. The members of the group comprise senior 
executives from organizations in the district. 

The function was attended by representatives of the 
accountancy bodies and many firms in the district 
were represented among the members and guests. The 
principal guest was Dr James M. S. Risk, B.COM., PH.D., 
C.A., F.C.W.A., F.C.LS., F.B.ILM., Chairman of *the 
Education Committee and member of the Council of 
The Institute of Cost and Works Accountants, who 
gave a short address. Dr Risk pointed out that the work 
of the Research Unit was of special importance at the 
present time. He stated that to achieve the objective of 
greater efficiency, management must become more 
skilled in the arts and techniques of planning and 
control. In this process, management accounting can 
and will play a vitally important part. However, this 
could be accomplished only if managers understood the 
techniques of management accountancy and how to use 
the information provided, and if there were sufficient 
well trained management accountants available. Dr 
Risk went on to say that this was the reason he regarded 
the work of the Research Unit as being of national 
importance and that he personally would like to see 
further developments in the field of accounting educa- 
tion along the lines being developed at Slough College. 
Concluding his address Dr Risk said 'there is no doubt 
in my mind that there will, in the future, be an 
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expansion in the facilities for and status of accountancy 
education at advanced levels'. 

The Director of Studies, who founded the Unit in 
1958, is Mr E. C. D. Evans, B.SC.(ECON.), F.A.C.C.A., 
Principal Lecturer at the College. The value of the 
Unit's work is that it is able to act as a forum for the 
exchange of ideas on top level management problems. 


Mr Evans is now forming a School of Accountancy ` 


Studies as part of the work of the College to cater for 
accountancy examination and post-graduate courses. 
This is a further stage in the development of accounting 
and related courses at Slough College over the past 
few years. 


RETURN OF RATES 


Rates this year in England and Wales have increased 
by an average of rs 11d in London boroughs and 15 8d 
in county boroughs. In non-county boroughs the rise 
has been 15 1od; urban districts 1s 8d and rural districts 
1s 6d. These figures are set out in the sixteenth 
annual return of rates! for England and Wales pub- 
lished recently by The Institute of Municipal 
'Treasurers and Accountants. 

The average rate levied for each class of local 
authority during the current financial year was 23s 5d 
for county boroughs; metropolitan boroughs 20s 3d; 
non-county boroughs 24s rd; urban districts 23s 7d 
and rural districts 215 2d. Bournemouth enjoys the 
lowest rate of all at 15s 8d. The highest rate levied is 
325 2d at Holyhead. 


THE NATIONAL ASSOCIATION OF PENSION 
FUNDS 


At the fortieth annual general meeting of 'T'he Associ- 
ation of Superannuation and Pension Funds held in 
Birmingham on June 6th, a new constitution which had 
been under consideration by a special committee since 
тобо was unanimously adopted and the Association's 
name has now been changed to the National Associa- 
tion of Pension Funds. 

'T'he report of the Council for the year ended Dec- 
ember 31st, 1961, presented at the meeting, records a 
total membership of 1,624, comprised of 1,244 ordi- 
nary members and 380 associate members. There was 
a fall in membership of twenty over the year due mainly 
to the merging of pension funds resulting from com- 
pany reorganization and ‘take-overs’. 

The Association’s Investment Co-operation Service, 
which is at present under review by a committee set 
up to investigate its future operation and to make 
recommendations, continues to function in collabora- 
tion with the Investment Protection Committee of the 


1 Return. ој Rates 1962-63. Тће Institute of Municipal 
Treasurers and Accountants, 1 Buckingham Place, London 
SWhi. Price 12s 6d post free. 
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British Insurance Association; assistance has also beam 
given by the Association of Investment Trusts. Te 
report mentions that the Service is available only :» 
members who notify the secretary of their wish = 
participate and who furnish full details of етж 
investments. 

During the year the seven local groups of = 
Association have been particularly active and arrange- 
ments are proceding for the formation of furthe- 
groups. The annual autumn conference in Londoa 
was attended by some боо delegates and was addressec. 
by the Rt Hon. John Boyd Carpenter, Minister o= 
Pensions and National Insurance, followed by а mos= 
successful conference dinner at the Piccadilly HoteL 
'T'he 1962 autumn conference will be held at Harrogat- : 
from November r1st-4th. . 


REVENUE PAPER 
Trinity Sittings, 1962 
The following cases are down for hearing during the 
Trinity Term: 
House or Lorps il 


Pilkington and Another v. С.Т.В. 
С.Т.В. v. Henry Ansbacher & Co. 
С.Б. v. Lord Rennell and Another. 


COURT OF APPEAL 


СІК. о. The Stafford Coal and Iron Co Ltd. 
Brogan v. The Stafford Coal and Iron Co Ltd. 
Spencer v. C.I.R. 

Garside v. C.LR. 

C.H.W. (Huddersfield) Ltd v. C.LR. 

E.Y.L. Trading Co v. C.LR. 

Butter v. Bennett. 


HiGg Court (Chancery Division) 


Thomas v. Brooke. 
C.I.R. v. Scott. 
Elson v. Prices Tailors Ltd. ES 
Piller v. Temperley. 
Petrotim Securities Ltd (formerly Gresham Trust Ltd 
v. Ayres. 
Humbles v. Brooks. 


ERRATA 


In the article ‘Double Tax Relief Claims Without 
Tears’ by Félice V. Slade, a.c.a., which appeared in 
our issue of June oth, the price of Tables of Tax on Net 
Income, published by H.M. Stationery Office, was 
incorrectly given as Дт instead of Дт ros. 

In our review of Amerikanische Standardkostenrech- 
nung by Dr Karl Weber in last week's issue, the refer- 
ence to a work on direct standard costing should have 
been to Direct Standard Costs by Mr Wilmer Wright, 
and not Mr K. S. Most’s recent book Uniform Cost 
Accounting. 
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THE JENKINS REPORT 


Company Balance Sheets ў 


N our preliminary review of the Jenkins Report we devoted a 

good deal of space to its observations about company accounts, 

and in particular to the way in which the Report endorses, in 
many respects, the views put forward on behalf of The Institute 
of Chartered Accountants in England and Wales. 'The accounts 
aspect of company law is so important that we make no apology 
for returning to it this week. 

One begins with the dual obligation imposed by the Companies 
Act, 1948, on company directors. Section 149 (1) requires every 
balance sheet to give a true and fair view of the state of affairs of 
the company as at the end of its financial year, while section 149 (2) 
requires it to give the detailed information specified in the Eighth 
Schedule. There are similar requirements for the profit and loss 
account. The Committee is satisfied with the formula 'true and 
fair’ as an indication of the required standard, and approves of the 
requirements to include specified matters as the minimum 
necessary to achieve that standard. The Committee, however, 
doubts if it is always appreciated that accounts which comply with 
the requirements of the Eighth Schedule (and of sections 196 and 
197) may still fail to give the true.and fair view required by the 
Act. That this is nevertheless required is clear from section 149 (3) 
which provides that the duty to give detailed information required 
by the Eighth Schedule is without prejudice to the general duty to 
give a true and fair view. 

We have already said that the Report vindicates the historical 
cost basis of accounts. It follows that where a fixed asset purchased 
many years ago is shown at cost less depreciation, the net figure in 
the balance sheet will often bear no relation to the current value 
of the asset, estimated on any reasonable basis. The Committee 
says that this fact has probably given rise to more criticism than 
any обег single feature of the accountancy provisions of the Act. 


: Some witnesses, who think that a balance sheet should state the 


current value of the company's assets, went so far as to suggest 
that directors should be required annually to revalue the fixed 
assets and show the result of the latest revaluation on the balance 
Sheet. 'T'his, of course, is not the function of the balance sheet. As 


- the Committee says, valuation is largely a matter of opinion. The 


Committee think that such a requirement would be most onerous 

and would require the giving of information which was often 

worthless and misleading. 
The Committee reports fairly general agreement that the proper 


818 


value of fixed assets is in most cases their value as 
an integral part of the undertaking in which they 
are employed. This is particularly true where they 
аге “specific” to a particular business. Tt is usually 
better to value the fixed assets and the goodwill 
of a business together, by reference to the earn- 
ings. To value the fixed assets separately on the 
basis of selling them otherwise than as part of a 
going conern can be a highly theoretical exercise. 
Ап example which springs to our mind is that of 
a bank with branches in various places. Banks are 
usually built with expensive stone facings to give 
an air of solidity and respectability. Such build- 
ings are ideal for banking purposes, and while so 
used their cost is usually commensurate with their 
value. But for any other purpose bank buildings 
are usually very unsuitable indeed, and the cost 
of their demolition with a view, for instance, to 
building a supermarket, would be higher than 
the cost of a demolition of a cheaply-built shop, 
so that the valuation of bank premises, viewed 
apart from the banking business, would be some- 
what pointless. 

Annual valuations of plant and machinery 
would have even less point. T'heir life is compara- 
tively short, so that any undervaluations are soon 
worked out. At the same time, the task of valua- 
tion would be even more formidable than in the 
case of buildings. There remain assets consisting 
of land and buildings which are not ‘specific’ to 
the business. For instance, the site of a building 
may be such as to have a very high development 
value, which is out of proportion to the cost, and 
even to the value of the asset as used in the par- 
ticular business. 'To show the value in the balance 
sheet at cost less depreciation can be misleading. 
Accepting this as a valid criticism of the accounts 
provisions of the Act, the Committee still had 
difficulty in meeting it. Not least is the prob- 
lem of definition of a ‘non-specific’ asset. It is 
easy to name obvious examples; a steel works on 
land unsuitable for other use, on the one hand, 
which is clearly specific, and a shop in the middle 
of a town which is ripe for development, on the 
other. But between these two there are all kinds 
of intermediate examples. Áfter drawing attention 
to other difficulties, the Committee comes to the 
conclusion that the best way of dealing with the 
problem is not to add to the requirements in 
the Eighth Schedule but to require the directors, 
when they consider that the difference between 
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the current market value and the book value is of 
real significance to the shareholders, to indicate 
this fact in their annual report. If assets are in fact 
revalued, the balance sheet should show which 
assets have been so treated, when it was done, 
and, on the first occasion on which the new value 
is shown, by whom the valuation was made and 
on what basis. 

_ As to the classification of fixed assets in the 
balance sheet, the Committee recommends that 


№ 


the balance sheet should show freeholds (in ` 


Scotland, feus) and leaseholds separately, dis- 
tinguishing between long and short leases, i.e., 

between those leases with fifty years or more to run 
and those with less. There is a recommendation 
in another part of the Report that where a sig- 


nificant part of a company's income comes from - 


rents, the net amount, after deducting ground- 
rents, rates, and other outgoings, should be 
shown separately in the profit and loss account. 
This will, of course, help the investor to form a 
view about the value of the properties, assuming 
that let properties and owner-occupied properties 
are shown separately in the balance sheet. 

Ап odd quirk of the Companies Act is its use 
of the expression 'trade investments' without 
defining it. T'he Committee thinks it covers any 
investments (other than in subsidiary companies) 
made to further the company's business, including 
investments in “associated companies'. 'The Act 
requires the showing of the aggregate amount of 
trade investments under a separate heading in the 
balance sheet, and the showing of the income in 
the profit and loss account. The Committee agrees 
with critics that this is not enough; that more 
information about investments should be given. 
It recommends that the distinction between trade 
and non-trade investments be dropped but that 
there should still be a distinction between invest- 
ments which are fixed assets and those which are 
current assets. 

The aggregate value of investments quoted on 
a recognized or other reputable stock exchange 
should be shown. For unquoted investments the 


balance sheet should either show the directors’ - 


estimate of the aggregate. value or (in respect of 
equity share capital) the following information: 
(i) the aggregate dividends brought into 
account in the accounting period; 
(ii) the amount of the company’s share of the 
aggregate profit, before and after taxation, 
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of companies in which the shares are held 
for financial periods in respect of which 
those companies issued accounts during 
the financial year; 

(iii) the amount of the company's share of the 
aggregate undistributed profit (after tax) 
earned since the acquisition of the shares; 

(iv) explanation of how losses incurred by such 
companies have been dealt with in the 
‘holding’ company’s accounts. 

We greatly welcome this recommendation which 
will do a very great deal to lift the veil in cases 
where companies conceal their affairs from public 
gaze by the use of shares in other companies 
which are not technically subsidiaries. 

In its written evidence, The Institute of 


-Y Chartered Accountants in England and Wales 


pointed out that some companies deduct pro- 
ceeds of realization of investments from the cost 
of the investments as a whole, with the result that 
the amount at which investments are stated in 
the balance sheet represents the cost of invest- 
ments actually held, reduced by profits (less 
losses) on the realization of former investments. 
There is thus no disclosure of the actual cost of 
investments held, nor of profits on realization. 


„zhe Institute suggested that the Act make clear 
...29* that the cost of investments means the cost of. 


_ investments actually held, that the profits from 


realization should be treated as reserves, except 
to the extent that they have been utilized for 
some appropriate purpose, and that the move- 
ments on such reserves be shown. The Committee 
thinks that the practice of using profits to write 
down book values is consistent with paragraph 
5 (2) of the Eighth Schedule and should continue 
to be permitted. This seems to us (by itself) to be 
a curious way of interpreting the requirements of 
a ‘true and fair view’; the figure on such a basis 
could be quite meaningless. However, the earlier 
recommendations of the Committee, reviewed 
above, as to the valuation etc. of investments, if 
adopted, should fill the gap. 

Balance sheets have already to reveal (usually 
by a note) material amounts of capital expendi- 
ture to be incurred under contracts already 
entered into, as far as not provided for in the 
accounts. The Report recommends that where 
the board of directors has approved capital ex- 
penditure but no contract has been entered into, 
the estimated amount of such expenditure should 
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similarly be shown. Where there are changes in a 
fixed assets item from one balance sheet to 
another, it is recommended that the value of 
additions should be shown separately from the 
amount in respect of assets sold or scrapped. The 
Committee does not like the rigid distinction 
between fixed and current assets; this is not 
always practical, and could be misleading, e.g., a 
debt owing for goods sold on extended credit. It 
recommends that there should be a third category, 
whose nature should be described. 

Notwithstanding the quantity of ink which has 
flown in the controversy as to the precise dis- 
tinction between a provision and a reserve, as 
those words are used in the Companies Act, the 
Committee thinks that the definition of ‘рго- 
vision’ in paragraph 27 of the Eighth Schedule 
has proved generally satisfactory. The Report 
makes the point that accounting practice can vary 
from time to time, and that, therefore, the mean- 
ing of ‘provision’ should not depend on that 
practice. This is no doubt a reference to the 
English Institute's. submission that the Act 
should make clear that an amount necessarily set 
aside in accordance with a. regularly employed 
accounting practice, in order to meet accruing 
expenditure (such as that on repairs and other 
maintenance charges) is a ‘provision’. 

We have already mentioned the problem, of 
companies which own shares in associated com- 
panies. The Committee would raise the veil still 
further by requiring every company to disclose 
the name of each subsidiary and of each other 
company in which it is the registered holder of at 
least 10 per cent of the issued capital. There 
should also be shown the percentage of each class 
of share capital held, and the country of in- 
corporation. If this cannot conveniently be shown 
in the annual accounts, it should be contained in a 
statement filed with the Companies Registry 
when the annual accounts are filed. There would 
be an escape where, in the case of a subsidiary 
abroad, the directors think that disclosure would 
be harmful to the company or to the group as a 
whole. A subsidiary company should, in the 
Committee’s view, disclose in its annual accounts 
the name and country of incorporation of its 
ultimate holding company. If it cannot obtain 
this information, it should say so, and should give 
the name and country of incorporation of the most 
senior company known to it in the chain. 
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Leadership in the Office 


by W. В. ANDERSON, F.A.C.C.A., A.CII.S. 


processes and the gradual replacement of 

the lesser skilled employee by the more 
skilled, has led to an expansion of administrative 
functions and a consequent growth in clerical 
staffs. Although this growth has been accom- 
panied by considerable development in office 
techniques, the very nature of many clerical and 
administrative duties is such that quality and 
volume of output are still dependent to a large 
extent upon the attitude of the staff concerned 
and their reaction to authority. Because of these 
personal feelings and the relative ease at the 
present time in changing employers, good leader- 
ship on the part of supervisors and managers now 
assumes greater prominence in the successful 
management, and retention, of staff. The applica- 
tion of the qualities inherent in good leadership 
is discussed below. 


ЈЕ: increasing use in business of technical 


Technical Competence 


A leader must be technically competent. He may 
be a specialist operating within a relatively re- 
stricted sphere or he may be an executive 
responsible for the co-ordination of a variety of 
functions. In this technical age it is quite imprac- 
ticable to expect holders of senior appointments 
to be able to carry out the duties of each of their 
subordinates. In fact, the ability to do so becomes 
less pronounced as the promotion ladder is 
climbed. In its place there must be an ability to 
appraise and measure, and to integrate the efforts 
of others into an overall plan. The acceptance of 
subordinates' work without this critical examina- 
tion is a “rubber stamping' action unfair to all 
concerned and particularly so to the subordinates 
involved who have a right to expect competent 
technical judgment and guidance from their 
senior. 

Employers, as a matter of course, look for 
integrity in employees although the degree of 
integrity required will vary according to the 
nature of the job and the position to be filled. The 
minimum is honesty in the sense that the indi- 
vidual is unlikely to defraud his employer. А 
good leader must be honest not only in this sense 
but also in his relationships with those with whom 
he comes into contact. Indiscretions, although a 


common failing, must forever be guarded against; 
they can do untold harm to the victims and 
seriously undermine the integrity of the per- 


. petrator. 


Fairness in all staff and business matters is yet 
another aspect of integrity. Decisions may be 
unpopular but this can be tempered with the 
knowledge that they will be implemented in a 


. just manner. Nothing creates greater unrest than 


the interpretation of an unpopular decision in a 


manner more favourable to some than to others. д-; 


The degree of a leader's integrity takes into 
account the extent of his loyalty to his superiors 
and to his subordinates. Loyalty is not the prac- 
tice of the *yes man' technique or abstention from 
criticism. It is the recognition of a duty to do no 
harm to employer, colleagues and staff either 
directly or by subversive means. Criticism of a 
policy or decision is all very well, provided that 
it is made in the correct manner and within the 
correct context;it must never be permitted to 


provide grounds for dissatisfaction which whx. 


disseminated becomes injurious to morale. The 
behaviour of leaders when faced with exasperating 


conditions is a true test of their loyalty and ` 


integrity. 


Self-control 


An individual in authority either as a manager 
or specialist must be able to earn and retain the 
respect of staff for whom he is responsible. 
Popularity, although desirable in some instances, 
is insufficient and no substitute for this. Respect 
for a leader arises from the esteem in which he is 
held by virtue of the standards he attains and the 
code of behaviour he practises. Self control at all 
times is a must; many competent and apparently 
sound individuals have undoubtedly lost the 
respect and goodwill of others by failing to 
remember this. Respect has to be earned – it 


cannot be bought — and once acquired must be x. 


treated with care to ensure that it does not 
diminish. Of all the qualities which make up the 
ingredients of leadership, this is undoubtedly the 
most difficult to acquire because it is dependent 
upon the personal assessment of the other 
ingredients by those with whom a leader comes 
into contact. 
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No leadership will be effective unless there is 
trust between supervisor and subordinate; a 
subordinate must be made aware of the trust 

x placed i in him by being shown that he is accepted 
for the position occupied and that a firm belief 

_ is held in his ability to carry out all the duties 
consistent with that position. It is most damaging 
to the morale of a subordinate for him to be given 
the impression that he lacks the trust of his 
superior. There are bound to be instances where 

‚ such a trust cannot, or does not, exist, but such 
cases call for a special line of action. 

The extent of trust can usually be determined 
Бу the nature of the briefing given for a particular 
task. On the one hand there 15 the official who, 
having first determined his course of action, 
states his requirement clearly and makes available 
to his subordinateany papers or references relevant 


^Y to the issue. On the other hand there is the official 





h. 


T 


who restricts his briefing to the barest facts and 
.expects his subordinate to work from notes taken 
at this briefing. The papers and references аге 
retained under an aura of special importance 
which is rarely warranted. Further, under the 
mistaken impression that he is exercising control, 
such official invariably withholds some piece of 
information which prevents his subordinate from 
providing the required result first time. Needless 
to say the poor subordinate starts off under the 


. impression that he is not trusted, coupled with 


the frustration of working with the minimum of 
æ information, and knowing all the time that a wider 
V appreciation of the problem would enable him to 


produce a better job and give him greater pride 
in his work. 


Ability to Delegate 


The delegation of responsibility and authority 
is closely allied to trust. Such delegation must be 
accepted by all concerned, not only on account 
of the trust implicit on the delegation but also 
because delegation is invariably part and parcel 
of the internal procedures and the organization. 
To attempt to restrict delegated authority and 
responsibility without first considering the effect 
on procedures and organization has the result of 
undermining the position of the subordinate. 


= Earlier in this article reference was made to the 


"fact that managers and supervisors cannot be 
expected to carry out the duties of each of their 
subordinates. This fact becomes evident when 
for one reason or another a matter is dealt with in 
` isolation by one level of management instead of 
allowing it to be dealt with in the normal manner 
by experienced staff at a lower level. Invariably 
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such a matter is handled with less efficiency 
because the higher official involved has to attend 
to some detail or specialist function with which he 
is unaccustomed. Not only is there a waste of 
time on the part of the executive, but more often 
than not the staff who would normally be con- 
cerned becomes involved on a piecemeal basis. 
One aspect of delegation must not be overlooked: 
delegated responsibility should always be accom- 
panied by adequate delegated authority to enable 
the responsibility to be properly undertaken. 


Understanding and Confidence 


Because leadership is a personal quality and 
cannot be based on impersonal relationships, cori- 
sideration must be made for human weaknesses 
and strengths, and tolerance shown whenever 
human emotions are involved. This is important 
where similar work is undertaken by men and 
women in a wide age range. The employment of - 
immigrants in particular calls for a wider under- 
standing of human feelings, especially where 
colour, creed and natural customs are concerned. 

Youngsters in all organizations warrant special 
consideration, and require guidance based upon 
a sympathetic appreciation of their problems. 
Leadership of a composite staff calls-for a depth 
of understanding tliat must be sincere if satisfac- 
tory solutions are to be found to the problems 
which arise. At no time must it be forgotten that 
a staff consists of a number of individuals each 
with his own ambitions, hopes, feelings and power 
of thought. 

Confidence in his ability to carry out his assign- 
ment is essential in any leader. Outward lack of 
confidence soon creates doubts, no matter how 
unfounded they may be; once this occurs it is 
extremely difficult to instil that optimism of out- 
look which is so important to good morale. A 
leader should never flap – an urgent matter should 
be handled with speed in a calm controlled 
manner. | 

Over-confidence and false optimism аге botli 
unfair to those who are not so well informed 
because it is they who will experience the greatest 
shock when expectations are not realized. In the 
face of adversity quiet confidence after a reasoned 


appraisal of the position is the greatest inspiration 


to staff. This is preferable by far to a wild claim 
that everything will be all right in the end. 
Bearing, composure and appearance are invariably. 
an indication of the confidence a leader has in 


. himself. A well groomed person, tidily dressed 


and at ease, yet having an air of authority, is a 
greater inspiration to subordinates than the 
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untidy fellow who always appears to be on edge. 

The rank system coupled with enforced discip- 
line facilitates the exercise of command in the mili- 
tary field. In the civilian sphere the enforcement of 
authority must be made without these aids and 
thus civilian leaders, if they are to ђе effective, 
must have the ability to exercise control under 
these circumstances. Ап individual who knows 
how to accept instructions is usually more quali- 
fied to give them because he understands the 
need to give an instruction correctly. Ап instruc- 
tion must be given to the right individual, namely 
someone competent to execute it within the terms 
of his appointment and available to carry it out. 
An instruction must be explicit in its requirement 
and detail the limits within which the job is to 
be performed. In this respect it is always advisable 
to explain the relationship of the assignment to 
other operations. А subordinate should be left in 
no doubt as to what is required of him. The super- 
visor giving the instruction must decide whether 
he is prepared to consider any comments or pro- 
posals from the subordinate, if not he should 
explain why. No instructions should be given in 
a manner which leaves the recipient to infer what 
is wanted; such a practice is grossly unfair as it 
passes to a lower level decisions which should be 
made at the more senior level. 

In civilian organizations, insufficient attention 
tends to be given to the briefing of subordinates 
and in consequence the assignments concerned 
také longer than they would otherwise take if the 
briefing was carefully given in the first place. In 
this respect, leaving aside the obvious differences, 
an individual can be compared with a computer. 
No instructions are given to a computer unless 
they are ones which it can carry out, whilst con- 
siderable thought and care always precedes the 
use of computers for even the most simple of 
clerical tasks. With this in mind is it not reason- 
able to expect a little more thought and care to be 
exercised when giving instructions to their human 
counterparts? 


On Making Decisions 


As all instructions arise from decisions, it 
follows that the ability to make decisions is yet 
another quality which a leader must possess. 


Although ‘sitting on the fence’ is a commendable’ 


position to take in certain circumstances, to take 
up residence there is to hinder progress and 
impair staff relations. Frustration suffered by a 
subordinate because of the absence of ability in 
his supervisor to make decisions is apt to force 
him, in sheer desperation, to usurp his authority. 
Snap decisions, right or wrong, can be equally 
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damaging particularly when they are wrong. The 
quality of decision is surely the ability to resolve 
a problem after due consideration of the relevant 
facts. T 


Because leadership encourages people to do their a 


best together it follows that it must improve pro- 
ductivity and efficiency. Indeed, this point 
formed the theme of the opening address given 
by Mr J. Marsh, Director of the British Institute 
of Management, to the Central London Product- 
ivity Association conference on March 22nd last, . 
in which he stressed the necessity of good leader- 
ship by top management, particularly leadership 
by example, to set the tempo of a business and tó 
eliminate waste. In addition, Mr Marsh also 
commented on the importance of evidence of 
team work to create a sense of purpose and to 
overcome the complexities which arise and which 


will continue to arise as the result of the applica- 7: 


tion of automatic and technical processes to 
clerical and administrative fuactions; to this end - 
he advocated more discussion between managers 
and staff on problems facing them. 


Conclusion 


In view of the relatively high cost of labour 
and the difficulty of assessing the output of 
clerical staff as a whole, anything which improves 
productivity with no increase in staff numbers 


must inevitably reduce costs. In areas of full | 


employment, competition between employers 


increases the movement of staff between them. _ 


Working conditions are an important factor in this 
movementand these conditions include the quality 
of leadership provided. If the leadership is good, 
all other things being equal, the staff will be 
less restless and the additional cost of replacing 
staff, or getting by without them, is avoided. 
Finally, a word on the training of leaders. It is 
generally accepted that leaders are born and not 
made, and undoubtedly this is true as far as 
physique and mentality are concerned. What is 
required after birth is training so that latent 


‘qualities can be developed. The extent to which 


this takes place before embarking on a business 
career is dependent upon the type of education 
received and the nature of other interests and 
activities. The larger organizations undertake 


N 


extensive training schemes and some do pay о -/] 


special attention to leadership, usually for special- 
ized appointments. Although the ideal position 
would be for all supervisors and managers to 
receive training in leadership appropriate to their 
levels of responsibility, it must be recognized that 
the finest training they can receive is to work 
under a good leader themselves. 
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The Profession 


Abroad 


II - BELGIUM 
by MARY E. MURPHY, Ph.D.(Lond.), C.P.A. 


КОМ 1831, book-keeping experts in Belgium, 
with the title of experts-comptables, were entrusted 
by the legal Courts with the investigation of mer- 
chants' books in case of litigation. In 1903 the first 
accounting association was formed ~ Chambre Syndi- 


"саће des Experts-Comptables. Although it was an 


independent body, the Chambre functioned under 
the direction of the Brussels Chember of Commerce. 
As with some other Continental societies, its members 
were divided into two classes: experts-comptables 


~ who had at least ten years' professional experience; 


b 


and comptables of the rank and file. Elections were 
held in general meeting of the Chambre, after a 
committee had inquired into the professional com- 
petency and character of the candidates. After 1903 
numerous local associations of accountants "were 
formed. 

When the Collége National was founded, in May 
1950, it proposed to supervise the vocational training 
of Belgian accountants by requiring all necessary 
guarantees in connection with ability and profes- 
Sone! honest t to support and extend the professional 


‚ practice of its members and to promote their profes- 


/77 sional interests; to encourage and extend all that 


+ 


was suitable to promote the accounting knowledge 

and its applications; and to obtain its official incor- 

:*. poration. The structure of this national board was 
such that, at least temporarily, the existing organiza- 
tion remained intact; it was thus, in a certain sense, 
of a federated nature. 


Major Integration 


А major integration. of the Belgian accounting 
profession occurred in December 1957, when thirteen 


mainly regional bodies affiliated to the Collége 


National combined to form the Association Nationale 
des Comptables de Belgique (&.N.C.B.). As a result 
of this merger, the majority of Belgian accountants, 


whether in practice or in industry, were brought 
together in the new association. 


А Belgian accountant may only become a member of 


the Collége National when he applies at the same time 
as one of the affiliated members. Аз a consequence 


-47 of these regulations, uniformity has been achieved 


in the requirements of entry into the profession. "he 
Collége National has, in addition to the ‘affiliated 
members’, two other types of members – ‘effective’ 
and ‘adopted’ members (membres effectifs et membres 
agréés). The difference in the membership is that 
only those individuals who practise their profession 
may become ‘effective members’. For the remainder, 
the requirements are the same, that is, minimum age 


of 30; a certain period of probation; and the passing 
of several examinations. 

The board’s articles of association, include the 
following provisions: 


Restrictions — members may not exercise such 
occupations which are of a nature to encroach 
upon the dignity or the incorruptibility of the 
profession. 

Tasks to be entrusted to members — administrative 
organization; the framing, reorganization or control 
of all accounts; and justifications of a fiscal nature. 

Responsibility — members are responsible for all 
errors committed in the fulfilment of their work. 

Form of professional practice — professional prac- 
tice may not be carried on in the form of a company. 

Professional confidence — except for cases in which 
they must testify, members are not permitted to 
reveal facts they learn through their professional 
occupation. 

Professional discipline — there are four chambers of 
discipline, the president of which is a magistrate. 
In addition, there is а board of appeal. Penalties 
which may be adjudged are a warning, blame, and a 
maximum suspension of one year. Expulsion of a 
member can only be decided by the general assembly 
of the chamber of discipline. ` 


Accounting Functions 


One of the first moves of the Collége National 
was the establishment of the Commission Nationale 
de Défense de la Profession d’Expert-Comptable 
(National Commission for the Defence of the 
Accounting Profession). In one of its publications 
the Commission summarized its activities as follows: 


(1) Periodic or incidental control activities, either as 
a confidant of shareholders or upon the request 
of management or other interested parties, such 
as associates, heirs, moneylenders, bankers, 
companies, etc. 

(2) Advice in the capacity of expert upon request 
of the Courts, the authorities or other interested 
parties. 

(3) Periodic or incidental judgment regarding the 
state of affairs of companies. 

(4) Examination of the organization of enterprises. 

(5) Establishment of administrative organizations. 

(6) Examination of annual accounts. 

(7) Examination and preparation of cost-price 
calculations. 

(8) Advice relative to the administration of enterprises. 

(9) Advice at the time of formation of companies. 

(10) Liquidation of companies. 

(xx) Assistance to trustees in bankruptcies, notaries 
in heritages and judicial separation, and lawyers 
in dispute. 

(12) Assistance to lawyers. 

(13) Arbitrage with or without legal mandate. 

(14) Assistance in the management of enterprises. 

(15) Assistance to management relative to commercial 
law, taxes, social legislations and other regula- 
tions emanating from the authorities. 

(16) Advice relative to the transfer and combination 
of companies. 

(17) Preparation of lectures. 

(18) Preparation of articles and books of a profes- 
sional nature. 
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Weekly Notes 


SNUBBING THE COMMUNITY? 


S recent pay awards, not least those granted 
by arbitrators, were severely criticized by Mr 
Selwyn Lloyd in his recent address to the Association 
of British Chambers of Commerce. In his opinion, 
awards which exceeded the permitted level must be 
regarded as ‘snubs to the community’. This is not the 
first occasion since the war when wage arbitration 
has been criticized, and in the latest and most 
opportune Hobart Papert, a well-known arbitrator, 
Mr Henry Smith, Vice-Principal of Ruskin College, 
puts the arbitrators’ case. 

` The basic problem confronting the arbitration 
tribunal is to determine the 'rate for the job' and to 
this end it is necessary to compare jobs. Unfortunately 
‘job comparability’ may have little to do with the 
economics of the industries involved. Likewise, the 
doctrine of ‘fair wages’, not least when applied to 
unremunerative nationalized industries, often be- 
comes practicable only on the basis of a political 
decision that the community shall subsidize the 
industry. 

Mr Smith’s most significant contribution to this 
vital, debate is his opinion that the Government cannot 
seek to avail itself of arbitration in determining the 
incomes of public service employees, yet at the same 
time tell the arbitrators what they must award. Such a 
policy would merely signal the end of arbitration 
since no labour representative could accept its 
decisions under such conditions. The author does 
well to stress that the Government can choose any 
method it likes of regulating incomes, provided the 
public accepts it as fair. For good reasons the public 
does not believe that the policies of the ‘pay pause’ 
or the ‘guiding light’ are fair. It is for the Government 
to produce the acceptable alternative. 


AUSTERITY IN CANADA 


T. austerity programme announced by the 
Canadian prime minister will affect British ex- 
portersin two ways. The cuts in Government spending 
of about $250 million are likely to reduce total demand 


while the graduated surcharges on imports are de- . 


signed to reduce imports of luxuries and non- 
essentials and also of products for which there is at 
present surplus manufacturing capacity in Canada 


1The Wage Fixers, a study of arbitration in a free society. 
Hobart Paper 18. Institute of Economic Affairs. 55. 
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or for which substitutes could be produced in Canada, 
. The maximum surcharge of 15 per cent is applic- 
able mainly to luxuries, including potable spirits. 


jewellery, silverware, fans, leather goods and similar , 


products; the го per cent rate will apply to some 
engineering products, radio and television equipment 
and cars, clothing, furniture and pottery. А 5 per 
cent surcharge will apply to metal manufactures, 
most classes of machinery and electrical apparatus, 
plastics and textiles. 'The total revenue derived from 
these surcharges is expected to amount to about $200 


2 


million and together with the direct cuts in Govern- . 


ment spending will reduce the budgetary deficit by 
about $450 million in a full year. 

The Canadian Government is counting on these 
measures, together with a doubling of the official 
reserves as a result of international aid of some $1,050 
million, to protect the value of the dollar without 
the need for exchange control. If the normal inflow 


of capital into Canada can be revived the Government , 


hopes to introduce longer-term constructive measures ' 


designed to improve the country's balance of pay- 
ments. 


IMPROVED SALES OF CONSUMER 
DURABLES 


LTHOUGH the index of industrial production 
as a whole obstinately refuses to rise, there were 
a number of signs last week that reductions in pur- 
chase tax and relaxation of hire-purchase restrictions, 


are beginning to affect demand for motor vehicles‘ 


and some consumer durable goods such as refrigera- 


M 


tors. Spring and early summer, however, normally _ 


see a revival in demand for these products, which 
was delayed this year and manufacturers are. still 
uncertain as to whether the modest improvement 
which is now taking place represents a true upswing 
in demand or merely a concentration of demand into 
a shorter peak selling season. 

In the case of cars, the revival in home demand 
has been accompanied by a substantial improvement 
in exports compared with last vear, though there is 
still a long way to go to regain the level of two years 
ago. However, if production of cars in May had not 
been hit by strikes, output would probably have estab- 
lished a new production record. In fact, output was 
running at the rate of 27,667 vehicles per week, a rise 
of over 4,000 vehicles compared with April 1962, and 
the highest figure for nearly two years. Exports in 
May at 45,935 showed a fall from the 51,266 vehicles 
exported in April but were still over 5o per cent 
higher than in May 1961. 

In the first four months of the year sales of re- 
frigerators were particularly affected by the prolonged 
cold weather and for the first four months of the year 
were 13 per cent below the corresponding figure for 
1961. However, manufacturers have reported а 
considerable improvement, though this may, of 
course, merely represent deferred buying from the 


Á 


June 30th, 1962 


earlier months. Sales of radio sets have been con- 
sistently above the good 1961 figures but those of 
television sets have continued to fall and will probably 


„ continue to do so until the Government's reactions 


ава 
b 
2 


a 


to the recommendations of the Pilkington Committee 
can be assessed. 


LIQUIDATION SURPLUS TAXED AS 
SHAREHOLDER’S INCOME 


Y a majority of two to one the Court of Appeal, on 
June zoth, allowed the Crown's appeal against the 
«decision of Plowman, J., in Brogan v. Stafford Coal 
and Iron Co Ltd (40 А.Т.С. 279). The company was а 
member of a mutual insurance company, North 
Staffordshire Collieries Mutual Indemnity Co Ltd, 
which accepted its members’ liability to compensate 
injured workmen. Contributions by the company to 
the insurance company had been allowed as deduc- 
tions, but, of course, the insurance company was not 
taxed on any surplus. A member company could 
transfer its membership to a successor in return for a 
money payment. The nationalization of coal-mines 
made the insurance company redundant and it was 
wound up, paying to the Stafford Coal and Iron Co 
Ltd its share of a surplus on liquidation amounting 
to £58,000, which the Revenue sought to tax as a 
trading receipt. 
Mr Justice Plowman had held that the £58,000 was 
not taxable since it was capital, on the principle 
tablished by C.LR. о. Burrell. His decision was 


es 
\\ supported by the dissenting judgment of Lord Justice 


‘Pearson who stressed that membership of the in- 
„Чигапсе company was something of a permanent 
character which was terminated only by the nationali- 
zation legislation. However, Lord Denning (according 
to The Guardian of June 21st) distinguished the case 
from Burrell. The surplus had arisen because there 
had been an overpayment of premiums which had 
been allowed as deductions, so the case was analogous 
to the recovery of a bad debt. To reject the Crown’s 
appeal would open the way to easy avoidance. Lord 
Justice Donovan agreed with Lord Denning. Tke 
decision is in line with the well-known Revenue 
attitude that a lump sum is capital if it is paid, but 
income if it is received. 


TAX ON BENEFITS IN KIND 


ECTION 161 (1) of the Income Tax Act, 1952, 

imposes Schedule E tax on benefits in kind, 
provided by employers for directors and certain 
highly-paid employees. Section 161 (3) provides an 
exemption for expenses ‘in or in connection with the 
provision of living accommodation’ for an employee, 
provided that certain conditions laid down in the 
subsection are satisfied. In Butter v. Bennett (The 
Times, June 27th) the question arose whether the 
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expenses of providing coal, electricity, and the part- 
time services of a gardener, were ‘in or in connection 
with’ the provision of the living accommodation at 
the house where these benefits were provided. The 
Special Commissioners decided that they were but 
their decision was reversed by Mr Justice Cross. His 
decision in favour of the Crown was on Tuesday 
upheld by the Court of Appeal, who refused to give 
the taxpayer leave to appeal to the House of Lords. 
However, the Inland Revenue could well find this 
restrictive meaning which they have induced the 
Courts to attach to ‘in connection with’ recoiling on 
their own head. 


PROFITS TAX DISTRIBUTIONS 


НЕ Court of Appeal on Monday dismissed the 

taxpayer's profits tax appeal in E. Y.L. Trading Co 
Lid о. C.I.R. The company had sold its business on 
February 19th, 1955, and decided in March 1955 to 
carry on the business of an investment company, at 
the same time depositing £297,341 in a private bank, 
with a view to its investment. On April 1st, 1955, the 
company declared a tax-free dividend of £288,327 
on its ordinary shares, out of the profits of its former 
business. It claimed that on that day it was chargeable 
to profits tax as an investment company, and that the 
dividend could not be related back to the last charge- 
able accounting period of its former business, April 
1st, 1954, to February 19th, 1955. The Court held 
(according to The Financial Times of June 26th) that 
the company had not commenced its investment 
business by April rst, 1955, and upheld an assessment 
which treated the dividend as a gross relevant distri- 
bution of the previous chargeable accounting period. 
It also held that the Inland Revenue had properly 
determined that the period April ist, 1954, to 


- February rgth, 1955, was a chargeable accounting 


period. The decision of Mr Justice Cross was upheld 
on both points. The company's application for leave 


. to appeal to the House of Lords was refused. 


THREEPENCE OFF MANX INCOME TAX 


RESENTING his Budget to Tynwald, the Manx 
Parliament, on June то, the Governor an- 
nounced a reduction from 45 6d to 4s 3d in the rate of 
income tax. Surtax was already abolished last year 
and there are no death duties. The single person 
allowance goes up to £250 and the married person 
allowance to £425 (formerly £225 and £350 res- 
pectively). Widows’ and ex-servicemen's allowances 
are to be made free of tax, and national assistance 
allowances to retirement pensioners go up by 5s а 
week. 
The issue of the Manx Government's own bank- 
notes has been such a success that it is now proposed 
to have a special Manx coinage. 
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BUDGET ESTIMATES AND THEIR 
VARIATIONS 


HE Sixth Report of the Estimates Committee 

for Session 1961-62 has now been published 
entitled Variations in Estimates. (H.M.S.O. 8s net.) 
. The scope of the committee’s inquiry was to consider 
the variations between the estimates for the public 
services of the current year and those of previous 
years, with special reference to the trend of expen- 
diture during the last two years, with a view to supply- 
ing the House of Commons with information when 
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considering the estimates. Various departments 
submitted memoranda to the committee and much 
oral evidence was given by officials of the depart- 
ments. It is interesting to note that the rate of in- 
crease in civil expenditure this year, as las tyear, is 
more than double the rate of increase in defence 
expenditure. The estimates for 1962-63 show an 
increase of £425 million, or 8-2 per cent over last year, 
and an increase of £1,082 million, 23:9 per cent over 
what was required three years ago. The Report 
devotes a good deal of space to the melancholy tale 
of the losses incurred by British Railways. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 130 


UR departmental accountant is z plumply placid 

type, unaspiring in achievement, but by dint of 
long experience in our trading procedures, meticulous 
in accuracy and timing. Не has always supervised his 
busy section efficiently, so when he collapsed, green 
in the face, with peritonitis, we were much perturbed. 
Fortunately, he pulled through, but it will be some 
weeks before he returns to work. 

Tt was accordingly necessary to review the replace- 
ment problem. All was well, I felt. Dave, the number 
two in the department, was fully campetent to carry 
on temporarily; in fact, he was just then entering to 
report progress to date. 

Indeed, Dave had all the competence required, 
and other assets in addition. Everything was going 
fine, he beamed, not to worry, thumbs up. His only 
concern was about his best pal, the Р.А.: how was 
the poor old chap, anyhow? Any hope of his ever 
making the grade again? On hearing that tbe D.A. 
was well on the mend, according to the doctor, Dave 
breathed a long deep sigh of relief. He'd been so 
worried about his pal recently, he explained; these 
last several months the D.A. had been well below par, 
only just ticking over, ali he could do to keep up with 
things, in fact. 

I commented that the section's work had been 
beyond reproach, and Dave was very pleased. 
Actually, they were a great bunca of boys there, it 
seemed; they'd pulled their weight, every man, they 
wouldn’t let down the D.A. In fact, knowing that he 
wasn't up to it, they'd been caming to Dave for 
instructions and rulings and so oa. Very fortunately 
for them, Dave had served terms in all the sub- 
sections and knew the problems. He had it all at his 
finger tips; it was just no trouble at all for him to ease 
the load on his old pal; he was glad to help. 

I expressed appreciation of our luck in having 


Dave available, and Dave nodded quietly. His mood 
had suddenly changed a little, I felt. He'd been worried 


about the D.A.’s drinking, he confided; all that gin ` 


and tonic couldn't have done him any good. Not that 
it was really excessive, of course, far be it from him to 
wrong his pal; in fact, the liquor intake was much less 
than it used to be. There had been a time — boy, 
oh boy - when the D.A. was really hitting the bottle, 
but that was all over, thank heavens. It was just that 
sometimes in the afternoons the D.A. had been rather 
muzzy, speech thick, eyes glassy. Not really much, 
and anyhow Dave and the boys had always covered 
up for him. In fact, he grinned boyishly, I po 
had hardly noticed. 

I admitted that in fact I hadn't, and Dave was. 
tickled. His eyes shone with some intensity, doubtless 
pleasure at saving his pal's reputation. His concern 
had been for the chaps in the department, you see, 
he'd always tried to ensure they wouldn't notice 
anything either. It was bad for chaps to be ashamed 
of their boss. But they were a loyal bunch, they 
probably wouldn't admit anything even if questioned, 
they'd always stick by the D.A. 

Dave became alert and dynamic again. He had 
some new projects under review, it appeared, stream- 
lining of operations and pruning of costs. Тће D.A. 
had been rather conservative in the past, you know, 
not keen on innovations, had rather held Dave back. 
Now that Dave had some weeks to himself, he aimed 
to set his sights higher, really go to town. Just wait 
and we'd see some improvements, there'd be a new 
look in the section. 


I congratulated Dave and he took things modestly. | 


After all, it was nothing; in the long run it would help 
his pal. "Though, if he might just make a suggestion, 
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he hoped the D.A. wouldn't try to get back into Һаг- > 1 


ness too soon. Perhaps we could ease him into some 
less demanding position first. In absolute confidence, 
he'd had some domestic trouble recently, a police 
inspector had been calling . . . it was very hush-hush, 
naturally, but the D.A. might be below par for.a while. 

I didn't tell Dave that I knew the said policeman 
was courting the D.A.’s daughter. I just mused 
quietly on the virtue of loyalty. 
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Commerce 


. Missing £2 


I the ordinary capital of The Projectile & Engineer- 
Ling Co Ltd is £600,000 and the company pays 
an interim dividend of 4 per cent on account of the 
year to December 31st, 1961, followed by a final 
dividend of 6 per cent, what amount should be 
entered for the interim paymenz, less tax, and what 
sum provided for the proposed final payment? 


= The answer, of course, should be in the company's 


accounts, and so it is; £14,698 for the interim and 
£22,050 for the final – or is it? Someone at the annual 
meeting worked it out and asked what had happened 
to the /2. And it proved to be one of those questions, 
in its way utterly simple and seemingly involving no 
really vital point, for which no one had the answer. 
Rather was there an undercurrent of merriment that 
an odd £2 should have posed such a conundrum. 


Profits Down 


The Projectile accounts, which are the subject of this 
week's reprint, show 1961 to have been an unfortunate 
. year. Group net trading profit before depreciation 


<; and tax was down from £289,591 to £90,143. The 


figures can be seen in a four-year context in the table 
extracted from the report and included in the reprint. 

One thing — probably £he thing — which has funda- 
mentally changed the business is the motor manu- 
facturers' adoption of the chassis-less car. Projectile 
used to produce chassis for the car industry. Now its 
chassis work is practically confined to heavy lorries, 
arid a move has been made into other and smaller 
components and products. But change can be costly, 
especially in competitive fields. As was said at the 
meeting: 'Customers almost tell you the price st 
which business is to be placed.' In some cases, work 
"was actually undertaken at a loss ir. the full expectation 
that in due time the connection would prove valuable. 
"That's often the case in business. 

What finally tilted the scale downwards in. 1961 
"was an increase in costs: a matter of 5 per cent, but 


#7 vital if your customer is a motor manufacturer with 


enough troubles of his own without carrying the 

rising costs of his component makers. 

„ће company is now on the point of issuing a 
“4,300,000 first mortgage debenture for placing with 


-—— «institutional investors. In this connection, a revalua- 


f 


“on of freeholds and leaseholds has produced a 
figure of £1,008,000. The factory is in the Battersea, 
; London, area. 


ACCOUNTANT 


827 


Profit ‘Breakdown’ 


“ТАНЕ board considers that some breakdown of 

total profit will be helpful to an understanding 
of the position’, says Mr K. 5. Peacock to shareholders 
in Guest, Keen & Nettlefolds Ltd in commenting on 
a drop in total group profits from 30:6 million to 
£21-4 million last year. 

The breakdown shows trading surplus after 
depreciation, but excluding investment income, under 
three heads: United Kingdom steel companies where 
profits fell from {11-8 million to £64 million; 
United Kingdom engineering and distributing com- 
panies where profits were down from {11-4 million 
to {10-4 million; and overseas companies – down 
from £7-4 million to £4-6 million. The 1960 figures 
were all records. f 

Figures under the same heads are also provided for 
1957, 1958 and 1959 so that shareholders can see 
at a glance the build-up to 1960 peaks and the 1961 
decline which turned mainly on the United Kingdom 
steel companies through over capacity and restricted 
margins, and in the overseas earnings where tbe 
John Lysaght (Australia) company was the culprit. 

Engineering and overseas earnings may improve 
this year but the steel outlook remains bleak, and 
Mr Peacock goes so far as to say that "whether the 
expansion which has been made in recent years will 
be justified in the near future is problematical.’ 


Dairy Goodwill 


Tus is an intriguing paragraph in the statement 
by Mr E. B. King, chairman of Clover Dairies 
Ltd, with the accounts to March 31st, 1962. Mr 
King draws attention to the goodwill item in the 
balance sheet, now £723,000 as compared with 
£545,567 following an acquisition during the year. 

Mr King explains that goodwill in the milk industry 
is generally the most marketable asset of a dairyman 
and is expressed in terms of gallons of milk sold daily. 
“In the opinion of your directors', he says, “the value 
of the company's daily turnover is considerably in 
excess of the sum shown in the accounts'. 

What was the value of the daily turnover? ‘Con-. 
siderably in excess’ of £723,000? What is ‘consider- 
ably in excess’? 

Turnover publication is as yet by no means general; 
more the exception than otherwise. In America, it is 
the kind of information that a company would prob- 
ably be proud to emphasize. It is extraordinary, this 
‘done’ and ‘not done’ in company reporting —.as in 
other spheres of life. But the accounting climate here 
has changed very much in the last thirty years, and 
the urge is still towards ‘more information’. A point 
which the Jenkins report has fully appreciated. In a 
year’s time Mr King may show exactly what ‘con- 
siderably in excess’ really means. Considerably, 
substantially, satisfactorily and other adjectives are 
poor substitutes for actual figures. 
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CITY NOTES 


HERE is still little relief for the stock-markets. 

With Wall Street still under pressure, the London 
market has continued to react with lower prices 
throughout most sections of the equity market. 


At times prices look like touching bottom, but any 
rally proves short-lived. Meanwhile the majority of 
company reports continue to point to pressure on 
profit margins with a slowing down in the volume 
of new orders being placed. Aligned with the slow 
volume of new business is a still declining margin of 
profit on new contracts achieved. It is this pressure 
on profit margins and, as a result, on earnings and 
dividends which is the root cause of the decline in 
share prices. Until there are signs of an improvement 
in earnings conditions, as distinct from industrial 
production volume, there is unlikely to be any true 
and reliable basis for a recovery in industrial ecuity 
share prices. 


Inevitably the decline in values will attract support 
at varying stages. 'There were periods this week when 
equities looked distinctly brighter for a while, 
particularly following the first quarter balance-of- 
payments figures. 


A rally under extremely thin market conditions, 
however, is a different matter from a rally based on 
true investment demand and it is doubtful whether 
the equity market has, as yet, reached a basis at which 
true' investment demand can be attracted on any 
broad scale. 
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RATES AND PRICES 
Closing prices, Wednesday, јипе 27th, 1962 


Tax Reserve Certificates: (interest rate) 28:4:62 22% 


` 


Bank Rate А 
Oct. 27, 1960 54%  Nov.2,1961 | 6% 
Dec. 8, 1960 5% Mar. 8, 1962 53194 
July 26, 1061 59 Маг. 22, 1962 5% 
Oct. 5, 1961 "b. April 26, 1962 414 
Treasury Bills 
April r9 £4 ss 431475 May 25 £3 16s 381d% 
Арш27 £4 15 0°54 June т £3 155 T Bae 
May 4 £4 150’ 724% June 8 Á3 155 o28d 97 | 
May 11 £3 195 871d% June 15 £3 145 poid% 
Мау 18 £3 175 1'044% June 22 £3 165 17'84% 
Money Rates 

Day to day 28-33% Bank Bills 
7 days 21-3575 2 months 4-445 75 
Fine Trade Bills 3 months 474 Ts % 

3 months sth 7A 4 months 47435 % 

4 months 3-6 % 6 months 4-4% 955 

6 months 516 Yo 

Foreign Exchanges 
New York 2803-4 Frankfurt {120—211 
Montreal 3:03i-i Milan 17423—3 
Amsterdam 10:081—09 Oslo 20'04-1 
Brussels 139'753—76% Paris 13'768—% 
Copenhagen 19'35-i Zürich 12:12%-% 
Gilt-edged 

Corsols 4% 62jxd Funding 3% 59-69 856 
Consols 22% 40$ Savings 3 % 60-70 82 
Conv’sion 5} ja 1974 92 Savings 3% 65-75 724 
Conversion 5% 1971 9135 Savings 21% 64-67 88 


Corversion 3$ 7; 1969 88 


'Treas'ry 54% 2008-12 oo f 
Cor:version 317 % 55$ 


Treasury 5% 86-89 844 
Treasury 32% 77-80 70% 


urding 54% 82-84 914 Treasury 347% 79-81 71% 
Furding 4% 60-90 884 Treasury 2%% 404 
Funding 34% 99-04 бот Victory 4% 964 
Funding 3% 66-68 864ха War Loan 34% 55 f 





Taxation Cases 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


Jennings v. Barfield and Barfield 
In the High Court of Justice (Chancery Division) 
May 23rd, 1962 
(Before Mr Justice PENNYCUICK) 


Income tax — Profession — Solicitors — Guarantee of 
client's overdraft — Payment under guarantee — Whether 
deductible — Income Tax Act, 1952, sections 122, 
Schedule D, paragraph т (a) (š), 126, 137 (а), (e), (f). 


The respondents, carrying on a practice as solici- 
tors, had a client who had arranged to sell his house 


and to buy a piece of adjoining land for facilitating 
the sale and to acquire a motor showroom and a new 
house. Contracts for the purchase of the additional land 
were exchanged, and contracts for the sale of the house 
and the piece of land were signed but not exchanged, 
and the sale went off. Negotiations were in progress 
for the acquisition of the showroom and the new 
house, and the respondents were making preliminary 
inquiries in relation to these transactions. À contract 
relating to the showrooms was entered into, before 
the signing of the guarantee about to be mentioned, 

and a contract for the purchase of the house was made 
in April 1957. 
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'The respondents were informed by the client's 
bank that he needed an overdraft to complete the 
acquisition of the showroom, and to pay a deposit on 
a house, and to provide funds for carrying on his 
business, and the respondents were asked whether 
they would guarantee the overdraft. The respondents 
agreed to do so up to £500, and a form of guarantee 
was later signed by them at a branch of the same bank 
near the address of their practice. The client was 
subsequently adjudicated bankrupt, and the respon- 
dents had to pay £412 under the guarantee. 


For thirty years it had been the practice of the 
respondents to guarantee loans to clients during such 
a transaction, but this appeared to be the first occasion 


— that they had been called upon to pay under a guaran- 


A 


tee. Evidence to the same effect was given by a 
partner in another firm of solicitors, and evidence 
from a second firm of solicitors was tendered, but 
was not adduced, because the appellant was satisfied 
that that evidence would not carry the matter further. 
In the previous two or three years the respondents had 
acted in about twelve other transactions in which the 
client in question was concerned. 


It was contended on behalf of the appellant that’ 


the £412 was not laid out or expended for the pur- 
poses of the respondent’s profession within the mean- 
ing of section 137 (а) of the Income Tax Act, 1952; 
and that the deduction of that sum was prohibited by 
section 137 (e) and (f). It was contended on behalf of 
the respondents that the giving of financial assistance 
of that type was a part of the usual practice of solici- 
tors; and that the £412 was expended wholly and 
exclusively for the purposes of the respondent’s 
profession. The General Commissioners decidec that 
the £412 was deductible. 


Held: the General Commissioners’ decision was 
correct. 


C.LR. v. Verdon-Roe 
In the High Court of Justice (Chancery Division) 
May 3oth, 1962 
(Before Mr Justice PENNYCUICK) 


Surtax ~ Deed of covenant for seven years — First pay- 


-ment at date of deed — Second payment within twelve 


months — Whether payment period cannot exceed six years 
~ Income Тах Act, 1952, section 392. 


The respondent, on March 14th, 1958, executed а 
deed whereby he covenanted with trustees to pay, 
during the period of seven years from tbe date of the 
deed (or during joint lives), the yearly sum of £2,000. 
The first payment was to be made at the date of the 
deed, and subsequent payments were to be made on 
March rst. 


It was contended for the appellants that the deed 
had to be read so as to require one payment for each 
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of the seven years, that is to say, that the payment due 
on March rst, 1959, was referable to the second of the 
seven years and the payment due on March 1, 1964, 
was referable to the seventh vear, which would begin 
on April rath, 1964; and that no payment at all was 
due in that year. It was contended for the respondent 
that the expression ‘every year’ referred to calendar 
years; and that the deed did not infringe section 392 
of the Income Tax Act, 1952. The Special Commis- 
sioners decided in favour of the respondent. 


Held: the Special Commissioners’ decision was 
correct. 


Musker v. English Electric Co Ltd 


In the High Court of Justice (Chancery Division) 
| June sth, 1962 
(Before Mr Justice PENNYCUICK) 


Income tax — Engineering manufacturer — Supplying of 
‘know-how’ under agreement with Government depart- 
ment — Whether sums received were trade receipts — 
Income Tax Act, 1952, Schedule D, Case I. 


The respondent company, an engineering manu- 
facturer, made land turbines and aircraft. In 1949 the 
Admiralty wished to have marine. turbines made by 
other manufacturers to a prototype prepared by the 
respondent; and the respondent entered into an 
agreement with the Admiralty to provide manufac- 
turing technique, engineering data and other informa- 
tion to the other concerns for that purpose and in 
consideration óf lump-sum payments. In 1950, at the 
request of the Ministry of Supply, the respondent 
made a similar agreement with the Commonwealth 
of Australia in order to enable a type of aircraft to be 
manufactured there. Тће consideration in this agree- 
ment was expressed as a number of annual sums for 
the use of designs, drawings and information, and 
one lump sum for the supply of manufacturing 
technique, engineering data and other information. 
In 1951 the respondent, again at the request of the 
Ministry of Supply, made a similar agreement with 
a United States concern. 


The Case I assessments on the respondent for 
1951-52 and 1952-53 included the lump sums 
received under the three agreements. Тће company 
appealed against the inclusion of those sums, and the 
appeal was heard by the Special Commissioners after 
the decision of the House of Lords in Evans Medical 
Supplies Ltd v. Moriarty, but before Commissioners 
of Inland Revenue v. Rolls-Royce Ltd was heard in 
the Courts. Тће Special Commissioners decided in 
favour of the respondent. 


Held: the sums in question were trade receipts of 
the respondent, and were properly included in the 
assessments under appeal. 
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Reviews 
А Summary of Auditing Case Law 


Eighth edition by E. MILES TAYLOR, F.c.a. (Textbooks 
Ltd, 20 Milton Road, Harpenden, Herts. 8s 6d net; 


95 by post.) 

This book has without doubt served as the basis of 
many an articled clerk's studies in the law as it 
affects professional accountants according to the 
interpretation of the Courts. 

In this, the eighth edition, some of the older cases 
have been omitted and a number of more recent ones 
added. There is also a chapter on current trends in 
auditing itself, which would be better based on the 
English Institute's own memorandum than on the 
1939 booklet of the American Institute. ЈЕ we are 
indeed to pass from a consideration of the effect of 
case law on auditing to the arrangement of auditing 
tests themselves (a perfectly proper move) then 
surely it would be more helpful to do so in the context 
of a book on auditing unless it is merely intended to 
illustrate the background of the now famous McKesson 
and Robbins case; and one would certainly have 
expected from a chapter entitled “Trends in auditing’ 
some reference to what is generally known as ‘auditing 
in depth’. There is good sense in the American 
Institute’s booklet, but it is now, surely, of historical 
interest rather than a trend. 

Apart from some page errors in the ‘Contents’ 
list (due, no doubt, to final revisions) the book 
otherwise remains a sound, helpful and concise 
handbook for students and practitioners wishing to 
refer to case law simply and speedily. 

Of the ninety or so cases dealt with, only ten were 
before the Courts during the last decade and none of 


these deals with the broad principles that exercised. 


the Courts in those cases arising at the end of the last 
century. It would be interesting at least, to see what 
today’s Courts would say in the same circumstances 
as those of the older cases, and students might indeed 
give thought to this before applying older decisions 
too literally, 


Income Tax Law and Practice 


Twenty-ninth edition by H. G. 5. PLUNKETT and C. А. 
NEWPORT, F.A.C.C.A., F.T.LI. (Sweet & Maxwell Ltd, 
London. 12 105.) 


Some three years have elapsed since the last edition 
of this well-known standard text appeared. The main 
features of the new edition are a new chapter on the 
anti-avoidance legislation contained in the Finance 
Act, 1960, as well as a long revised chapter on the 
penalty provisions following the Hinchy decision. 
The discussion of Schedule E has been revised and 
includes a review of the ‘golden handshake’ legisla- 
tion also introduced in the Act of 1960. 
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. А new chapter on. back duty, with the emphasis 
on the actual workings and negotiation of a settlement, 
has been prepared and an especially useful addition 
is a new chapter on.settlements from the aspect of 
‘tax-saving’. The tax effects of the National Insurance 
Act, 1959, are discussed in a new section, which also 
includes an exposition of the Revenue viewpoint on 
the question of approving pension funds. 


The Typists' and Private Secretaries’ Guide to 
Practical Office Methods 


by Derex HENRY, A.C.W.A., M.LO.M., 
(Colin Venton Ltd, The Uffington Press, 22 High 
Street, Melksham, Wilts. 18s 6d net. ) 


Many of us have become accustomed, if not resigned, 
to the fact that the average girl who describes herself 
as a secretary has few qualifications other than an 
approximate mastery of the arts of shorthand- 
writing and typing. This useful little book provides 
some of the background information without which 
no secretary can adequately live up to her title. 
The book falls into two sections. The first few 


_ chapters are devoted to a general description of the 
duties of the various kinds of executive to be found 


in the average commercial organization. The author, 
while making it clear that the precise division and 
scope of these responsibilities varies widely in 
individual firms, still gives an informative and concise 
general outline of the sort of:tasks a secretary to any 
of these can expect her boss to perform. 

Chapters 6 to 10 comprise general notes on office 
procedures and outline some of the equipment 
available. ‘Ins and outs’, for example, goes into 
mailroom routines and machinery; ‘Dear sirs’ covers 
styles and layouts used in correspondence, the uses of 
dictating machines and telephone manners and 
equipment. Other subjects include accounting 
machines and systems, duplicating machines and 
filing systems. Six appendices cover correct forms 
of address, printers’ proof marks, and titles of some 
commonly-used reference books and journals devoted 
to office management. 

For providing an easily assimilated and not too 
detailed comprehensive general background for the 
secretary, this book should be very useful. It should 
not, however, be regarded as a primer of private 
secretarial practice. The style is admirably lucid and 
the author mercifully avoids the coyness which 
afflicts some male authors when writing for women. 
It is illustrated with twenty-one good, clear photo- 
graphs of office equipment. 


Money in Britain 

by С. К. Josser. (Frederick Warne & Co Ltd, London. 
155 net.) 

This history of the currencies of the British. Isles, 
which is handsomely produced with eight photo- 
graph plates, traces the development of the British 
coinage and currency since Roman times. In this 
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respect it impresses the general reader as a compre- 
hensive and conscientious study. The author includes 
what he describes as a ‘background of political 
history’ against which the evolution of Britain’s 
currency may be seen, but this is not particularly 
successful. Any British accountant, however, who is 
interested in the development of his country’s 
currency will find this work readable and highly 
informative. 


_ Ranking, Spicer & Pegler’s 


Executorship Law and Accounts 


Twentieth edition by H. A. R. J. WILSON, F.C.A. 
(H.F.L. (Publishers) Ltd, London. 405 net.) 


In the field of executorship law the branch which 
changes most frequently is that concerned with 
estate duty liability. It is in this respect that this 
standard work has been most altered. As usual the 
book is very clear and has been handsomely pro- 
duced; indeed, for such a dull subject it is quite 
attractive. We would suggest that the table of cases 
would be improved if all appropriate references to 
the Annotated Tax Cases were included – not merely 
some of them. Moreover, the table of abbreviations 
might well explain the abbreviation ‘A.T.C.’. We 
can only speak with approval of the text. 


Book-keeping for Builders and Surveyors 


by S. M. BELL, A.LO.B., and M. STEWART, А.С.1.5. 
(Sir Isaac Pitman & Sons Ltd. 155.) 


This short work deals, in simple terms, in half its 
pages with the basic book-keeping knowledge re- 
quired of all students, and a review of the more 
widely-met commercial documents. Thereafter follow 
a short chapter on building contracts, an example of 
a sole trader's accounts involving contract ledger 
accounts, and some discussion of partnerships and 
non-trading concerns. 

It cannot fail to meet with success among students 
for the various examinations in the building and 
surveying fields, while the chapters on contracts and 
examples of contract ledger entries will be helpful 
to accountants seeking to know more of the under- 
lying business. If further knowledge is needed by 
accountants of the demands imposed by the business 
of building on ‘long-term’ contract ledger entries, 
the accuracy of the examples and definitions in this 
book can be confirmed at leisure by re-reading those 
classic studies on the Honeywood File recorded many 
years ago by Mr Creswell. It is pleasant to meet so 
many of those phrases again. 

In the present work, too, for the student reader, 
there are many exercises on each point discussed. 


SHORTER NOTICE 


Te Партам Income Tax Аст, 1961, by А. N. Aiyar, 
B.A., B.L., Senior Advocate, Supreme Court, and Chief 
Editor Income Tax Reports and Company Cases, and 
Т.А. Ramachandran, B.A., B.L., Advocate, High Court, 
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Madras, and Editor Income Tax Reports and Company 
Cases, published by Company Law Institute of India 
Private Ltd. This Act which came into effect from 
April rst, 1962, amends and consolidates the law 
relating to income tax. Copies may be obtained from 
Gee & Co (Publishers) Limited, 151 Strand, London 
WCz2, through their agents in India, Charles Lambert 
& Co, of Bombay. 


Dest SERVICING PROBLEMS OF LOW-INCOME COUNTRIES 
1956-1958, by D. Avromovic and R. Gulhati. (Johns 
Hopkins University Press and Oxford University Press, 
London, 205 net.) Much is heard nowadays about the 
need for aid to the under-developed countries; rather 
less is heard about the problems which may arise in 
their efforts to repay the loan or even to service the 
debt charge out of their annual overseas earnings. 
This little book by two staff economists of the World 
Bank provides an authoritative account of the diffi- 
culties of three post-war years when world commodity 
prices, and thus the overseas earnings of the under- 
developed nations, were at low levels. Although 
intended for the specialist reader, this informative 
study will be appreciated by the intelligent lay reader 
for its insight into a particularly intractable inter- 
national problem. 


RECENT PUBLICATIONS 


THe TRACHTENBERG SPEED SYSTEM OF BASIC MATHEMATICS, 
translated and adapted by Ann Cutler and Rudolph 
McShane. 5} х8. 270 pp. 215. Souvenir Press Ltd, 
London. 

INVESTMENT AND GROWTH POLICIES IN BRITISH INDUSTRIAL 
Firms, by Tibor Barna. The National Institute of 
Economic and Social Research Occasional Papers XX. 
viii--74. 9X6. Card covers. 125 6d net; Cambridge 
University Press, London. 

Loca AutHority BongowiNG, A Research Study by 
Messrs N. Doodson, F.I.M.T.A., Е.5.А.А., R. H. A. 
Chisholm, Р.1.М.Т.А., С. Cottam, F.LM.T.A., F.S.A.A., 
Е. J. D. Lloyd, F.I.M.T.A., F.S.A.A., A.C.LS., W. Nugtall, 
F.LM.T.A., F.C.W.A. 169 pp. 9X6. 305 post free. The 
Institute of Municipal Treasurers and Accountants, 
London. 

PRINCIPLES OF ACCOUNTING, by Stanley W. Rowland, LL.B., 
Е.С.А. Seventh edition revised by R. E. Seaborne, Е.С.А. 
xvi--640 pp. 9 X 6. 27s 6d net. The Donnington Press, 
St Albans. London: Cassell & Co Ltd. 

Tur DuopEcrMAL Book WITH "TABLES, second edition, by 
L. A. Poulden, Е.1.А.5. 320 pp. 73 X 5. 15s net. Cleaver- 
Hume Press Ltd, 31 Wright's Lane, Kensington, London 
WS. 

GERMAN-ENGLISH GLOSSARY OF FINANCIAL AND ECONOMIC 
Terms, fourth edition, Бу C. А. Gunston and C. M. 
Corner. 1,060 pp. 74X5. £4 10s post free. Fritz 
Knapp Verlag, Frankfurt/Main. London: Patria Transla- 
tions Ltd, 22 Cheyne Walk, London NW4. 

Muwno's BooK-KEEPING AND ACCOUNTANCY, by Andrew 
Munro, F.c.1.s. Twentieth edition by Alfred Palmer, Е.С.А. 
viii 582 pp. 7k X 5. 145 6d. Sir Isaac Pitman & Sons Ltd, 
London. 

Menta HosPrrALS AT Work, by Kathleen Jones, PH.D., 
and Roy Sidebotham, B.A.(COM.), A.R.A.N.Z., A.L.M.T.A., 
А.А.С.С.А. Х+226 рр. 9 X6. 30s net. Routledge & Kegan 
Paul Ltd, London. 

TAXATION MANUAL, tenth edition, compiled under the 
direction of Percy F. Hughes, Е.С.1.8., A.S.A.A. ххх! + 504 
pp. 9 X 5$. 305 net (315 6d post free). 'Taxation Publishing 
Co Ltd, London. 

MEASUREMENT OF WORKING CAPITAL, by R. H. 5. Beacham, 
B.COM., F.COMM.A. 82 pp. 84 х 54. Card covers. ros 64 пе! 
post free. Тће Society of Commercial Accountants Ltd 
(by guarantee), 31 Stoke Grove, Westbury-on-Trym, 
Bristol. 
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А monthly feature designed to keep readers - 
whether in practice or in commerce - abreast of the 
latest developments in the field of office equipment. 


Low-Cost Addressing 


E the Master Addresser system, addresses are typed 
on small, self-adhesive patches, supplied in strips for 
easy handling and backed by a sheet of hecto carbon. 
Finger pressure fixes the patches on index, ledger, 
hand-punched or other types of card which deviate 
from the standard only by the inclusion of a small 
aperture over which the patch is placed. 

Addressing is done direct from these record cards 
which are placed in a spirit duplicator little larger than 
a telephone together with envelopes or other stationery. 
Imprinting is done with a single movement so the 
system, although hand-fed, is quite fast. 

The user of any card record system is, by this 
method, provided with an extremely economical 
address file which forms part of his original system. No 
new method need be evolved, no new file created. The 
Master Addresser system is excellent for any application 
where constant amendments are needed and/or where 
random selection of addresses, too widely spaced in the 
file to make automatic selection feasible, is needed. 
The machine costs £35. 

Master Addresser Agency Ltd, 8 Botolph Lane, 
. London EC3. 


e 
E: 





Master Addresser 


Automated Mailing 


i bes tedious job, envelope stuffing, is completely 
automated by the newest machine in the Inserta 
series. It folds and inserts documents from 53 Х 3t in. to 
83 X 13 in. in size at speeds up to 3,600 enclosures per 
hour in envelopes measuring 6 x 3} in. to 9 X 4 in. 

Enclosures are transported by automatic suction 
feed to the dual folder mechanism which is easily 
adjusted to make single, wallet, accordion, letter, short 
flap or double folds. From thence they pass to the 
inserting unit which places them in envelopes it 
subsequently seals or not, as required. Safety devices 
stop the machine if incorrect feeding occurs. 
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Prolonged preliminary trials have proved the 
machine’s reliability, the makers say, and have 
demonstrated that it can be used without special 
training. It is said to be so accurate that window 
envelopes can be used with confidence. 

Base measurement is 5 X 4 ft; weight 520 lb. 

Price: £825. 

Adrema Ltd, Telford Way, London W3. 


Multi-Purpose Cabinet 


! s ME Ae y api drastic savings in floor and table 


space can be achieved by combination cabinets 
which provide facilities for a number of different kinds 
of filing and storage. Such a one is the new Vertilec, 
made of steel, which can accommodate suspended or 
shelf filing, card index drawers and shelves with 
movable vertical dividers. 

Six feet high, 3 feet wide and measuring 18 inches 
from back to front, the Vertilec is basically a shell into 
which any permutation of interior fitings can be 
placed. It can therefore not only be supplied to suit 
individual requirements but can, if necessary, sub- 
sequently be rearranged inside. An unique feature is 
the design of its flexible, pull-down front blind which 
cannot be pulled aside, once in position. Alternatively, 
a heavy-duty roller shutter can be supplied. Either 
type of cover is lockable. 

Price: From £25. 

Peter Williams (Filing Systems) Ltd, 18-21 Charter- 
house Square, London ЕСт. | 


Centralized Machine Reporting 


Ui to sixty factory machines automatically record 
their idle and running time and the duration of 
stoppages on a single electric typewriter by a system 
known as Damsel. А manually-operated key allows the 
machine operative to supplement this basic detail with 
a code number indicating the reason for a stoppage. 

Each machine is provided with a control pack which 
causes it to report on the central typewriter at regular 
predetermined intervals. 'These, which may vary at 
fixed lengths in a range from one to sixty minutes, are 
determined by the operator. Тће print-out signal may 
be a colon in the appropriate column of a sheet of 
continuous stationery sprocket-fed through the type- 
writer, or a vertical stroke. Down time is indicated by 
a figure o in red. 

Тће fault coding switch, which the operative uses to 
designate the stoppage reason just before restarting 
his machine, doubles as a summons for aid, since it can 
employ a second code to indicate the type of help 
needed. If desired, the times of the maintenance 
engineer's arrival and departure can also be indicated 
on the print-out. 

When demonstrated at the recent Production Control 
Exhibition, Damsel used an IBM electric typewriter 
with а 20-in. carriage. 'The makers believe that, by 
fitting a 30-inch carriage, they could record the per- 
formance of up to 150 machines on a single sheet. 

The Digital Engineering Co Ltd, Brighton 7, Sussex. 
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Data Collection System 


HERE are several interesting points about the 
British Olivetti RP data collection system — a non- 

electronic method for recording details of operations 

on the factory floor. First, since there is no automatic 
- transmission to a central point, the cabling which is 
normally such an expensive feature of such systems, is 
eliminated. Second, it provides a printed record on the 
Spot; third, it can incorporate local calculating 
facilities of the type provided by a book-keeping 
machine. 
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British Olivetti РР System 


The system, which records on perforated paper tape, 
provides facilities for automatic reading from standard 
punched cards and for making manual entries via a 
conventional adding-machine-type keyboard. Indi- 
vidual assemblies are made from any required number 
of independent units — of which there are three types. 
It is thus completely flexible. 
` Component parts of the collector unit are: a cable 
connection for automatic time registration from a 
central clock system; a punched-card reader with a 
speed of 850 columns per minute; a ten-key keyboard 
for manual entry of variable data; an internal ‘memory’ 
for storing constant data; a printing unit with a capa- 
| city of up to twelve digits, the date and an alphabetical 
transaction symbol on each machine cycle; a twelve- 
digit register (with credit balance) for adding, sub- 
tracting and totalling; manual control keys for record- 
ђ ing out-of-the-way items or correcting; the built-in 
paper tape punch. 

Variations which make up the different models 
comprise the inclusion or exclusion of the clock 
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connection, the credit balance register and the manual 
keyboard. 

Already in use by a number of European companies 
in several countries, the RP system is probably most 
valuable in applications where the proportion of fixed 
data is high and therefore the bulk of recording is done 
by automatic reading of pre-punched cards. It is 
suitable for use by organizations who have their own 
punched-card installations (and would employ a tape- 
to-card converter), or an electronic computer, ог 
employ either of these through a service bureau. 


Price: From £500. 
British Olivetti, зо Berkeley Square, London Wr. 


Extra Carriage for Typewriter 


FIFTEEN-INCH carriage is now available for 
the Beaucourt Style standard typewriter to fill the 
gap between the 12 and 18 in. lengths supplied until 
now. Like many Continental typewriters, this French 
machine has a completely detachable self-contained 
carriage mechanism, so that the operator can substitute 
one length for another within a few moments. 
Other features include a built-in sound absorbent 
base and a decimal or single bar tabulator. There is a 
range of eight typefaces from which to choose. 


Price: £69; carriage only £32. 


B.M.J. (Beaucourt) Ltd, 27 Chancery 
London WC2. 


Lane, 


Miniature Calculator 


NGINEERS, surveyors and others who feel as 

unhappy without a calculating machine as a 
journalist feels without his typewriter will appreciate 
the Alpina, a West German machine now available 
here. This little calculator, which has a capacity of 
8x6x13 with setting register and full tens trans- 
mission, is completely portable since it measures enly 
61 x 25 X 14 in. and weighs 193 oz. 

Described by its British distributors as a precision 
instrument, the Alpina does all four arithmetical 
operations. Its price of £45 includes a standard 
carrying case. An extra £3 10s will buy a desk stand or 
a leather carrying case with shoulder strap. 

Lows Calculators Ltd, 180-182 Tottenham Court 
Road, London Wr. 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND ~ 


Special General Meeting of Members 


А special general meeting of members of The Institute 
of Chartered Accountants of Scotland was held at 
Chartered Accountants' Hall, Glasgow, last Monday, 
June 25th, with Mr J. C. Stewart, c.a., the President 
of the Institute, in the chair. 

Mr Stewart explained the Council's plans for 
initiating an accountancy research programme and 
for adjusting the Institute's deficit in its educational 
activities. In the course of his speech he referred to 
recruitment of apprentices generally and in particular 
to the proposed new scale of apprentices’ remunera- 
tion; to research and communications; to professional 
fees and charges; and to the value of the Institute's 
relations with other accountancy bodies at home and 
overseas. 'The full text of Mr Stewart's address is 
reproduced below. 


PRESIDENT'S ADDRESS 


As is apparent from the circular accompanying the 
notice calling this meeting, the meeting has its genesis 
in the Report of the Policy Committee appointed by 
the Council in 1957. Excerpts from that Report and a 
summary of the Council's conclusions thereon were 
circulated to all members in March of this year. This 
was done so that members might have an opportunity 
to consider the Report before any specific proposals 
arising from it were laid before them for their approval. 
The Report was the product of a great deal of hard 
work by Sir Ian Bolton and the Committee and sub- 
committees working with him and I would take this 
opportunity of acknowledging the debt which members 
owe them for their labours. 

No adverse criticism of the Report has been re- 
ceived, on the contrary the document has produced 
more favourable comment (some of it indeed enthusias- 
tic) than is normally accorded to official documents 
issued from Queen Street. This is a happy experience 
for those responsible. У 

'The circulars accompanying the notice calling this 
meeting set out the general background against which 
the proposals which you are to consider this morning 
are made, but it is desirable that some details should be 
filled in. 


Recruitment and Trainin 


First of all I should like to deal with the educational 
side of the Institute's activities. The costs involved, 
which were always known to be substantial, have for 
the first time been clearly set before the members in 
the new form of the Institute's accounts. 'T'he costs, of 
course, are not entirely educational in the strict sense, 
and are, perhaps more properly described by the 
rubric used in the accounts, viz. ‘Recruitment, training 
and examination of apprentices'. Nevertheless these 
costs are incurred for the benefit of students and, so 
far as the employment of apprentices still continues 
to be a benefit to masters, for the benefit of those masters 


who employ apprentices. The net costs under this 
heading, as shown in the accounts, amount to something 
over £18,000, and as we have about 2,000 apprentices 


% 
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or time-expired apprentices in course of training, this ' 


means an annual cost to the Institute of approximately 
£9 per student. The continuation of the educational 
work of the Institute as one of its main activities is not 
in question, nor is any curtailment of that work con- 
templated. On the contrary, methods of making it more 
effective are always being sought, but other activities 
must be developed also. 'The Council considers, there- 
fore, that it is fair that instead of meeting the expense 
of such developments by additional levies on members, 
a greater proportion of the educational costs should be 
recovered from those for whose benefit they are in- 
curred. The Council and its Committees concerned have 
given very careful thought to the methods by which 
this might be done, and the proposals now before you 
are considered to be fair and reasonable, and to spread 
the burden equitably. 

Before passing from this subject, may I say a word 
about recruitment of apprentices generally, and in 
particular about the proposed new scale of apprentices’ 
remuneration. 'lhere is increasing competition to 
secure the services of the brighter boys — and girls — 
who possess the necessary educational qualifications 
and who have by school-leaving age shown their ability 
to benefit from further education. If our Institute is to 
secure a fair share of the country's youthful ability, 
entry into a chartered accountancy apprenticeship must 
be shown to have at least equal attractions to entry upon 
training for any other profession. This, of course, is 
not by any means entirely a question of the initial 
salary scale or even of the amount of studying to be 
done, or the difficulty of the examinations to be passed. 
Nevertheless there is to a youth leaving school an 
apparent attraction in whole-time as against part-time 
study added to practical daytime work, which under 
the existing system of grants for university students 
weighs the scales seriously against an open profession 
such as ours for which a university degree is not 
essential. I remain convinced that an apprenticeship 
system lays the best foundation for that professional 
outlook which it is essential to preserve and fosters the 
correct attitude in mind towards the client and that 
independence of judgment which in addition to ade- 
quate technical skill and knowledge are necessary for 
the proper exercise of our profession. The high standing 
of the profession will undoubtedly suffer if the only 
criterion of success in it and the only attraction to the 
new recruit becomes a monetary one. 'T'he suggested 
scale of apprentices' remuneration which is put forward 
after very careful study by the Committee concerned, 
does, in the opinion of the Council, hold the balance 
as fairly as possible, in that it is not so high as to be 
likely to attract anyone looking only for quick rewards, 
while, on the other hand, it does not make entry to the 
profession impossible to those of limited means. 
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Research and Communications 


I pass now to the subject of research and communi- 


cations. Personally I find the word ‘research’ in this 
connection rather a confusing one forced on us by the 
mode of thought of our scientific age. It seems almost 
impossible to describe the process of detached thought 
about the fundamentals of any trade, profession or 
whatever it may be otherwise than as research. As I 
am sure you will agree, time to think is not only some- 
thing we all earnestly seek; it is also one of the most 
difficult things to find. In encouraging accounting 


- research, the Council has in mind that by this means 
, and through communal effort some time for thought 


may be found for the general benefit. The ways in 
which the Institute can most easily help seem to be by 


providing assistance for the necessary accumulation of 


data which must precede any constructive thought and 
by the provision of a framework within which members 
may collaborate to devote some time to research even 
though individually no one of them can on his own spare 
sufficient time to carry a research project through to its 
conclusion. -It is envisaged that a large part of the 
work done with the encouragement of the newly- 
established Research and Publications Committee will 
be voluntary, but, without the assistance which the 
Council proposes to provide by way of a research 
assistant and certain secretarial services, it is doubtful 
if any useful activity of this kind could be carried on 
at all. The Council quite properly feels that, if the 
Institute is to maintain its standing among the pro- 
fessional accounting bodies, it must do something to 
encourage those who are prepared to think about ac- 
counting principles and to lead the way in the develop- 
ment of accounting thought. The Council also feels 
that, both in order to facilitate the dissemination of the 
results of the research which it proposes to encourage 
and to foster closer links with all members, The 
Accountants’ Magazine should be issued to all members 
as one of the services covered by the normal member- 
ship subscription. It has been a great source of grati- 
fication to the Council to find that members, both 


. those practising and those engaged in industry and 


commerce, who have attended the Summer Schools, 
Electronic Data Processing Courses, and other similar 
activities almost unanimously express the opinion that 
(apart from such direct benefit as they have gained from 
attendance) they have also gained through their attend- 
ance there a feeling of belonging to a live body and of 
sharing in a community life. The general issue of the 
magazine should stimulate this feeling and it is to be 
hoped that members will not regard the magazine as 
merely a superior kind of circular, which ‘they’ at 
Queen Street, send out, but as ‘our’ magazine, in which 
all may take an interest and in the production of which 
all can at some time and in some way have a part. 


Professional Fees 


I turn now to the subject dealt with in another of the 
circulars which accompanied the notice of this meeting 
namely, the question of professional fees. It is axiomatic 
that without a proper standard of remuneration for 
those engaged in practice, whether as principals or 
assistants, the profession will languish and eventually 
die. The Council is aware, from information made 
available in connection with the survey made when the 
question of doctors’ and dentists’ remuneration was 
under review, and by a small pilot survey which it 
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recently made privately, that there 13 ап undue dis- 
parity between the earnings of those in the offices of 
practising accountants and the earnings of those mem- 
bers who are engaged in industry and commerce. 'T'his 
has two serious and unfortunate effects. It leads many 
to consider from the very start of their apprenticeship 
the attainment of membership merely as a stepping- 
stone to employment in industry and commerce instead 
of as an entry into a profession, and it diverts to other 
means of entry into the accounting posts in industry 
and commerce a number who would otherwise train 
in professional offices and eventually become members 
of the Institute. In both these ways the profession i in 
its public practice aspect is weakened. 

In the opinion of the Council any direct action for 
the regulation of fees would involve so many rules an 
such a complicated apparatus for their enforcement 
that it is neither practicable nor desirable. While this 
means that members must use their own initiative in 
dealing with the problem and must largely look after 
themselves the Council is anxious to encourage them 
in doing so, and to give a lead such as is provided by the 
circular just issued which it is hoped may result in 
raising the general level. 

On the subject of fees generally there are one or 
two observations which I would wish to make. 

It is no longer true that accountants' offices can be 
run, if they ever could, on cheap apprentice labour. As 
a corollary to this, however, the practising accountant 
should always have in mind that many auditing pro- 
cedures which may have been appropriate in more 
leisurely times’ and when accounting standards in 
clients’ offices were low are no longer appropriate and 
that he cannot expect to be paid full professional rates 


` for doing unnecessary work and unintelligent repetitive 


checking. On the other hand, clients — I speak now 
mainly of the smaller type of client — should not 
expect their accountants or auditors, often without any, 
and almost always without adequate, additional. re- 
muneration, to provide extra professional services . to 
make good deficiencies in their own accounting arrange- 
ments. Again I would ask our own members employed 
in industry and commerce, who are so often involved 
in considering fees charged by practising members to 
bear in mind that they should be willing to pay rates 
for outside professional accounting services which 
would enable the practising accountant to employ staff 
at the same level of remuneration as these members in 
industry are obviously willing to pay their full-time 
assistants. 

'The publication of the Policy Report and the pro- 
posals now before you do, I think, show that the 
Councilis active in promoting the interests of members. 
А great deal of work is done by the Council and its 
Committeés, much of which is unknown to tbe majority 
of members, and I should like to take the opportunity 
to comment on two other matters which are not directly 
before vou this morning. 


Relations with Other Accountancy Bodies 


One is that increasingly the Council finds itself. involved 
in discussions with other bodies both at home and 
overseas. 'The results may often seem to be only of 
indirect significance to members generally. For instance 
at the present time much of our thought is devoted to 
the possible corisequences to the profession if this 
country enters the Common Market and I would .° 
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emphasize that those consequences could be far- 
reaching and affect every one of us, however domestic 
we believe our concerns may be. It is impossible to 
measure directly the value of work of this kind, any 
more than that of submitting evidence to Royal Com- 
missions and departmental committees but the part 
played by the Institute is important in preserving the 
standing and influence of the Institute in the general 
accounting and financial field and in the business world 
at large. The Institute's relations with other account- 
ancy bodies at home and overseas are close and friendly 
and, I am glad to say, show every sign of becoming 
more close and if possible more friendly, and its stand- 
ing, as I have found from the personal contacts I have 
been privileged to make, is in keeping with our position 
as the oldest organized body of accountants in the 
world — still first. 


The other matter concerns the increasing number of 
members who are engaged in industry and commerce 
and who at present do not play, and indeed do not have 
an opportunity to play, a part in the general work of the 
Institute commensurate with their numbers. I am 
glad to say that more of these members are taking an 
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active interest in the affairs of the Institute and are 
working on various committees, and the question of 
additional representation on the Council is under 
consideration. It is to be hoped that before long means 
will be found to increase the number of so-called non- 
practising members who are members of the Council 
and who otherwise share in the Institute’s work. 

I trust that members will show their approval of the 
Council’s activities on their behalf by adoption of the 
resolutions which are about to be put to them. Apart 
from the resolutions concerned with the matters about 
which I have spoken, the others are matters of routine 
and do not, I think, require any comments other than 
the explanations given in the notice and accompanying 
circulars, but there will be an opportunity for questions 


before the resolutions are put. я 


The meeting approved a resolution to increase 
the fee payable on admission to membership of the 
Institute and also approved amendments to the 
Institute's rules which, among other things, increased 
the fee payable on registration of indenture of 
apprenticeship. 


Notes and Notices 


THE ACCOUNTANT 
. Index to Vol. CXLVI: January – June 1962 


The general index to this volume — January to June 
1962, Vol. CXLVI — will be published with the issue 
dated July 7th, 1962. 

The parts of this volume should therefore not be 
sent for binding until the index has been added. 


PROFESSIONAL NOTICES 


Messrs  BLAckmBuRNs, Rosson, Coates & Со, 
Chartered Accountants, announce the removal of their 
London office to 4 Copthall Avenue, London ЕС2. 


Messrs CHENNELL & Co, Certified Accountants, of 
3 St Peter’s Place, Brighton 1, announce that they have 
taken into partnership Mr СЕОБЕВЕУ  GILBODY, 
А.А.С.С.А., and Mr JULIAN JOURNEAUX, A.A.C.C.A., both 
of whom have been with the firm for many years. They 
also announce that they will shortly open a branch 
office at 45 Church Road, Burgess Hill, Sussex, with 
Mr H. Е. H. SHARP, F.A.C.C.A., as resident partner, 
although he will not be severing his connection with the 
present office. 


Messrs Cooper Brotuers & Co and Сооревѕ & 
` LYBRAND, of Lagos, Nigeria and Accra, Ghana, 
announce that Mr JOHN JEFFREY CLEE and Mr Оту 
WiLLIAM FARNELL PIDGEON have been admitted to 
* partnership. 






56 VICTORIA STREET, LONDON SWI 


JOHN FOORD & COMPANY 
REVALUATION OF ASSETS A 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Messrs ELLIs GOODMAN & Co and Messrs LAURENCE 
Myers & Co of 4 Blenheim Street, New Bond Street, 
London Wr, announce the amalgamation of their 
practices under the style of Goopman Myers & Co 
as from June rst, 1962. The partners of the new firm 
will be Mr ELLIS GOODMAN, A.C.A., and Mr LAURENCE 
MYERS, A.C.A. They also announce that the new firm 
will move to new premises at 47 Albemarle Street, 
London Wir, on June 3oth, 1962. 

Messrs RAWLINSON & Hunter, Chartered Account- 
ants, of sr Green Street, London Wr, announce that 
they are taking into partnership Mr RoNALD BERTRAM 
BEXLEY, F.C.A., and Mr PETER ANDREW HETHERINGTON, 
A.c.A., as from July rst, 1962. 


Appointments 
Mr Patrick G. Corbett, T.D., F.c.a., has been elected 
a director of Amalgamated Stores Ltd. 

Mr Н. Cresswell, F.c.a., accountant of Turner & 
Newall Ltd, has been appointed financial controller 
of the company. 

Mr F. J. A. Mangeot, F.c.a., has been appointed joint 
managing director of E-A Flight Automation Ltd. 

Mr T. Bruce Roberts, M.B.E., Е.С.А., has been 
appointed deputy chairman of Imperial Typewriters 
Co Ltd. 

Mr S. B. Smith, F.c.a., has been elected deputy 
chairman of Banister Walton & Co Ltd. 


Telephone: Victoria 2002 (3 lines) 
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‘Ir Malcolm G. Thomas, A.C.A., secretary of G. F. 
rell & Co Ltd, has been appointed a director of the 
pany. 


OBITUARY 
John Haydock, C.A. 


3 with regret that we record the death at the age of 
at his home in Whitecraigs, Glasgow, of Mr John 
(dock, C.A., former secretary of Alexander Stephen 
ns Ltd. 

idmitted a member of the former Institute of 
ountants and Actuaries in Glasgow in 1909, Mr 
tdock joined Alexander Stephen in 1917 and was 
ointed secretary of the company in 1925. His 
rement in 1954 followed thirty-seven years of active 
ice with 
таеа back to 1904 when, as a member of a Glasgow 
t of chartered accountants, he was concerned with 
company's audit. 


Walter Percy Gill, F.C.A. 


i With regret that we record the death on June 18th, 
1e age of 68, in Norwich, of Mr Walter Percy Gill, 
\., senior partner in the firm of W. P. Gill & Co, 
rtered Accountants, of Lowestoft. 

native of Norwich, Mr Gill was admitted to 
abership of the former Society of Incorporated 
ountants in 1923, later becoming a partner in the 

of Tunbridge Lacy & Co, in the early 30s. Не 
elected a Fellow of the Society in 1947 and for two 
5 served as President of the East Anglian District 
1e Society. He formed his own firm of W. P. Gill 
o, in 1958. 
[r Gill was a prominent member of Lowestoft 
mber of Commerce and was a member of the 
restoft Youth Employment Committee. 


INQUIRY INTO COPE'S POOLS LTD 


S. John Pears, Е.С.А., senior partner in the firm 
looper Brothers & Со, of London, and a Past- 
ident of The Institute of Chartered Accountants in 
land and Wales, and Mr N. J. Skelhorn, Q.c., have 
appointed by the Board of Trade under section 
(5) of the Companies Act, 1948, to investigate the 
ts of Cope’s Pools Ltd. 


IIRE-PURCHASE FINANCE COMPANIES 
atistical Inquiry into Assets and Liabilities 
аге of the programme to implement the recom- 
dations on statistics included in the Radcliffe 
rt on the Working of the Monetary System, the 
d of ''rade is to seek further statistical information 
| the hire-purchase finance companies which con- 
ке to its inquiry into hire-purchase turnover and 


je additional information will be collected 
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quarterly and will throw light on the sources on which 
the companies depend for their finance, and on their 
assets other than those relating to hire-purchase busi- 
ness. 

Тће Board of Trade has consulted the Finance 
Houses Association, the Hire Purchase Trade Associa- 
tion and the Industrial Bankers Association about the 
details of the questionnaire to be sent out. Information 
relating to an individual company will be treated in 
strict confidence and will be used only for compiling 
statistics of the assets and liabilities of hire-purchase 
finance companies as a group. 


BRISTOL AND WEST OF ENGLAND 
SOCIETY OF CHARTERED ACCOUNTANTS 


At the recent annual meeting of the Bristol and West of 
England Society of Chartered Accountants, Mr Т. B. 
Pritchard, F.c.a., financial director of Bristol Aircraft 
Ltd, was elected President of 
the Society for the year 
1962-63. 

Educated at Magdalen 
College School, Oxford, Mr 
Pritchard was admitted as 
an Associate of the Institute 
in 1936, having obtained 
second place in the Novem- 
ber 1935 examinations. 

During the Second World 
War Mr Pritchard served 
with the Royal Artillery 
retiring with the rank of 
Lieutenant-Colonel, subse- 
quently joining Messrs Thomson, McLintock & Co as 
manager of their Cardiff office. In 1952 he joined the 
Bristol Aircraft Company as chief accountant, and was 
appointed to his present position in 1956. ° 

Mr Pritchard has been a member of the committee of 
the Society since 1959, and has served as Vice-President 
and also as Chairman of the Bristol Branch. He has 
been a member of the Society's Regional T'axation and 
Research Committee since 1956, and of the Institute 
Taxation and Research Committee since 1961. 

Other new officers of the Society for the ensuing 
year are as follows: 


Vice-President: Mr S. Edgcumbe, J.P., Е.С.А. 

Hon. Secretary: Mr В. C. Bassett, A.C.A., Ware, Ward & 
Co, 7 Unity Street, College Green, Bristol 1. 

Hon. Dinner Secretary: Mr Gordon Henby, F.c.A. 

Hon. Treasurer: Mr W. E. Dewdney, Е.С.А. 

Hon. Librarian: Мг R. A. Chermside, J.P., F.C.A. 





Mr T. B. Pritchard 


Annual Report 


The annual report of the committee for the year 1961 
shows that membership of the Society on December 
31st totalled 716. 

Meetings were held during the year at the Society’s 
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four area branches. The annual dinner of the Society 
held in Bristol on November 2nd was attended by 
over 200 members and guests; the President of the 
Institute; Mr Ted Leather, м.р., and the Lord Mayor 
and Sheriff of Bristol were among the principal guests. 
In addition, branch dinners were held in Exeter and 
St Ives. 

Referring to students' activities, the report expresses 
satisfaction on the completion of another successful 
year. Revision courses for the Institute's Intermediate 
and Final examinations provided by Bristol College of 
Commerce were once again oversubscribed. Student 
membership in the Cornwall and Plymouth area 
increased in 1961. Five lectures and a two-day course 
were held at Plymouth and four lectures at Truro were 
all well supported. 'The report mentions that it is 
hoped to form a students' society at Gloucester in the 
near future. Л 

E 
THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Taxation and Research Committee 


'The one hundred and twenty-first meeting of the 
Taxation and Research Committee of The Institute of 
Chartered Accountants in England and Wales was held 
on Thursday, June 14th, 1962, at 2 p.m. 


Present: Мт J. Carter (in the chair). Messrs F. W. Allaway, 
С. В. Appleyard, G. L. Aspell, т.р., J. T. Barraclough, 
R. D. R. Bateman, M.B.E., C. J. M. Bennett, K. A. Buxton, 
L. H. Clark, N. Cassleton Elliott, R. W. Foad, E. S. Foden, 
C. R. P. Goodwin, A. P. Hughes, G. N. Hunter, H. 
Kirton, T.D., $. Kitchen, C. Yates Lloyd, А. G. Martin, S. A. 
Middleton, G. P. Morgan-Jones, F. L. Moulding, E. if 
Newman, R. D. Pearce, J. Perfect, A. H. Proud, H. 
Robinson, C. Romer-Lee, H. G. Sergeant, D. E. T. 
Tanfield, C. C. Taylor, L. R. Turner, D. C. Urry, J. G. 
Vaughan and G. Н. Yarnell, (thirty-five members) with the 
Assistant Secretaries to the Committee. 


Membership 


'The Chairman extended a warm welcome to Mr F. L. 
Moulding (Sheffield) who was attending a meeting of 
the Committee for the first time. 


Subcommittees 


Reports of progress were received from twelve 
subcommittees and two new subcommittees were 
appointed. 


Future Meetings 


The one hundred and twenty-second meeting of the 
Committee will be held on Thursday, July 26th, 1962, 
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June 30th, ` 


and the following dates have been provisionally 6 
for further meetings in 1962: 
Thursday September 13th, 1962. 


b October 18th, 1962. 
» December 13th, 1962. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 
The monthly meeting for Bible reading and pray: 
be held at r p.m. on Monday, July 2nd, in the v 
at St Mary Woolnoth Church, King William S: 
EC3. The scripture for reading and thought wi 
т Corinthians, Chapter 2, verses 9 to 16 (‘Teachin: 


the Spirit). 


FILMSTRIPS ON E.D.P. 


Three new additions to the series of sound films 
on electronic data processing produced by the ! 
tronic Data Processing Division of The Institu: 
Office Management are now available. The titles о 
filmstrips, which have been produced by membe% 
the Institute who have practical experience ot 
application of electronic computers to office worl 
‘Do you need а computer?; ‘Programming 
introduction’, and ‘Installing a computer’. 

The first filmstrip, which has a running tim 
twenty-eight minutes, discusses such questions 
whether to employ outside consultants or an О. è 
service. It also explains how to set a realistic Ште- 
for the change-over to a computer. The second 
strip deals with the general principles of programr 
the qualifications required of programmers 
includes a brief account of the evolution of prog 
ming. Running time is thirty minutes. The third 
strip features some enlightening essential азре“ 
successful computer installation. Running tin 
thirteen minutes. 

The first two filmstrips cost £15 (for members c 
Institute £10) and the third one £10 (for membe 
the Institute £8). Each filmstrip is accompanied 
recorded commentary suitable for reproductic 
334 r.p.m. They are available from the secretary, 
Institute of Office Management, 56 Victoria 5' 
London SW1. 


PROFESSOR A. GOUDEKET 


It is regretted that, due to incorrect informatio 
wrongly described Professor A. Goudeket’s unis 
appointment in the caption to his photograph 
duced in last week’s issue. Professor Goudeket 
fact, Senior Professor of Auditing in the Univer а 
Rotterdam. 

ч 


Accountants ate 
invited to apply foi 
Согроган сл 5 . Age: 
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